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| | 
| | 
| 1955 actual | 1956 estimate 1957 estimate 
| i La 
Program by activities: | 
Mp PS Se eae es. age ee ee Pe $1, 705, 858 $1, 738, 760 $1, 824, 150 
2. State administration _ Sih Goce 6, 216, 389 5, 991, 140 6, 384, 000 
3. Registration, classification, and induction______._____- | 18, 881, 622 20, 456, 300 20, 586, 050 
4. Special boards: 
(a) National Advisory Committee on the Selec- 
tion of Physicians, Dentists, and Allied Spe- | 
cialists.-_-_--- labo xt 147, 444 | 180, 000 | 180, 000 
(6b) National Selective Service Appeal Board 64, 212 70, 000 75, 800 
PI is ek citi csenanee | 27,015, 525 28, 436, 200 29, 050, 000 
Financing: 
Unobligated balance no longer available__.........._.___- 1, 987, 538 | 5, 800 
IE inn 5s inndichsctideatibietteisas tot) SONS Oe 27, 216, 000 29, 050, 000 
I aca Giciinnsreetetideeaene sats anvedo ox | Heeb 2 Spans GT Sisescuonceeaas 
Obligations by objects 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
fe pie ae lh deine nated i eaas | 
Total number of permanent positions _- -- Shean ooh 6, 360 | 6, 000 6, 017 
Full-time equivalent of all other positions- ues aaessowsanel 730 | 785 820 
Average number of all employees.- .- - ----- ? is ha By 6, 553 | 6, 536 6, 596 
Number of employees at end of year: | 
Civilian employees... .-- Seiaes a : 7, 123 | 7, 100 7, 151 
BE SE sais hi Go vnscaedcinancuns<cuanammcncesial 316 320 | 311 





Average salaries and grades: 
General schedule grades: | 














Average salary. ae ‘ Gi aeeniina sc $3, 918 $4, 268 ; $4, 339 
Average grade. ____- , os GS-+4.7 | GS+4.7 GS+.7 
Ungraded positions: Av erage salary. ebmean casimlonas gegen %¢ 934 $3, 154 | $3, 238 
01 Personal services: < | 

Permanent positions_- " wate . $20, 620, 535 | $21,244,882 | $21, 903, 700 
Positions other than permanent.- wubapadie : _ 2, 028, 316 | 2, 237, 598 | 2, 318, 270 

Regular pay above 52-week base------------------- 68, 638 | 74, 905 oer 
Payment above basic rates_...-...------ lie nalies 54, 282 52, 996 | 53, 270 
I STORE, 5 owen simncuvesunwecnadovens 771, 771 | 23, 610, 381 24, 275, 240 
ob Wie ee SAD Baron ANE RID eee 616, 888 | ee 753, 875 
ese ii 5, auntwacendonieneds jaa 1, 520, 883 | 2, 161, 300 | 1, 936, 000 
03 Transportation of things. --------- ieahaae tie sien | 66, 009 | 39, 200 | 52, 200 
04 Communication services. .........-- be otade nat aad 537, 931 | 535, 700 | 596, 400 
UE CN tae paie aas was Lawewegeneandecek jorenen 472. 500 | 463, 776 | 476, 100 
05 Rents and utility RNR tic kt sha eattodes| 110, 723 137, 413 | 67, 500 
06 Printing and reproduction .__-__-- sn jakam ddan 98, 277 | 86, 500 111, 500 
07 Other contractual services... .--..----.---- doit 310, 036 | 281, 885 | 295, 855 
03 Supplies and materials-_--_-- Dhoni athens 201, 155 | 149, 460 | 182, 000 
GD , MR, Saw enn toncunss «- ieecevmsbepce tes 98, 413 | 58, 250 | 155, 800 
15 Taxes and assessments-.------------ anagawnougkonteed acer 204, 939 147, 580 | 147, 530 








UR IED Ric rasa a dese ca tcbucsuececccnnsnececene!~ aap ey 525 | 28, 436, 200 | 29, 050, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 
= —[]3$$ $$ | —______[. 






































; BUDGET AUTHORIZATIONS AVAILABLE | 
I ala a a es se ee eee Edld awl ae $29, 003, 063 $27, 216, 000 $29, 050, 000 
Reappropriation of prior year balance...............-.........]....------...- ED Weckiadits kilocnie bien 
Obligated balance brought forward --....-.......----.----- ----| 1, 581, 151 2, 001, 948 1, 938, 148 
Increase in prior year obligations-_-_.............--.--------..-- | DOU Reksisenndiahincaciuesidepauaeacs 
| 
Total budget authorizations available_..............-..- | 30, 592, 747 30, 443, 948 30, 988, 148 ; 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations -___-.............--.-.-----.- 25, 039,188 | 26,700,000 26, 925, 000 
Out of prior epthorisations... - 22560625. .2<0<04-+2--+,--- 1, 510, 515 | 1, 800, 000 1, 650, 000 
| S$ <———__—__—_—_—_——_ —EEE 
SE ony ee ee a | 26, 549, 703 28, 500, 000 28, 575, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) -............--...---- | 1, 987, 538 Bae ixeeacnntneends 
a a et a | TD Te os cn eahmaient Lsusgeaweneenas 
Obligated balance ¢: IS cc ee 2, 001, 948 1, 938, 148 2, 413, 148 
Total expenditures and balances-_--._-.....-.....------- 30, 592, 747 30, 443, 948 30, 988, 148 
; Mr. Tuomas. Gentlemen, the committee will please come to order. 


We have with us this morning the Selective Service System, which 
is so ably represented by our distinguished friend of many years 
standing, Gen. Lewis B. Hershey, the Director of Selective Service. 
He has accompanying him Col. William S. Tliff, Jr., Assistant to the 
Director, and Col. Bernard T. Franck III, Chief Legislative and 
i Liaison Officer. 

General, it is nice to have you with us again, you and your staff. If 
you have a statement for us we would be glad to listen to it. Your . 
statements are always very helpful and most interesting. 


Dew. « 


sa Hotes 


ew 





5 Before you get started, General, I should like to note for the record 
; and express by own personal feeling in the matter—and I am sure I 
express the feeling of the other committee members—when I express 
our regret that our colleague, Congressman Yates, of Illinois, has : 
. | 


been confined to the hospital with pneumonia for about a week or 
10 days. I understand, through his office, that he is greatly improved, | 
but perhaps he will not be able to return to duties here for another 
week or 10 days. 

I am sure General Hershey and his staff join the committee in . 
wishing Congressman Yates a speedy recovery. 


GENERAL STATEMENT 


General, if you have a statement for us we would be glad to listen 
to it. 

General Hersuey. Mr. Chairman and members of the committee, 
we are flattered, as usual, to have an opportunity to be here ae have 
you initially express so much kindly feeling toward us. I do hear 
with a great deal of regret that Congressman Yates is confined by ill- 
ness, because we have known him for a ver y long time. We hope that 
he wili soon be back. 

I think I should like to remind the committee, as I know they al- 

ready know, that during the last few months a number of things have 
Seaman that have something to do with our budget request. 
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EXTENSION OF SELECTIVE SERVICE ACT 


First of all, the selective service law was extended last year until 
1959 for all registrants except the special registrants. It was extended 
for the special registrants—and I refer to the physicians and dentists— 
until 1957. 


EFFECT OF PASSAGE OF RESERVE ACT ON WORKLOAD 


The next thing that has a great deal of bearing on our business was 
the passage of the Reserve Act of 1955, which did two major things so 
far as we are concerned, 

First, it extended the duties we had had for 5 years in relation to the 
National Guard and the Air National Guard. For want of a better 
word, I will call it a policing duty. It is the duty of maintaining 
knowledge of a boy ihn enlisted in the Air National Guard or the 
National Guard before he was 1814, because his deferment in the Air 
National Guard or the National Guard was contingent upon his satis- 
factory performance. Any time that the Air National Guard or the 
National Guard reported him as being unsatisfactory, it became our 
duty to immediately induct him. 

We had that responsibility for the Air National Guard and the 
National Guard for 5 years. It now has been extended to all of the 
other reservists; that is, the Army Reserves, the Navy Reserves, the 
Air Force Reserves, the Marine Corps Reserves, and the Coast Guard 
Reserves. 

Obviously, the full weight of that has not anywhere been ap- 
proached, because to what extent the Reserve Act will be implemented 
and the speed with which it will be implemented has much to do 
with to what extent our responsibilities for inducting men who enlist 
before they are 181% in all of the Reserves will be. There are 1 or 2 or 
3 different programs. There are some 6-month programs and some 
programs that have 2 years of service. Yet we have to induct the man 
if he gets an unsatisfactory rating before he has taken the 2 years of 
service. 

Although the Armed Forces have not implemented it, the Congress 
did establish another program for enlistment in the Reserve, without 
taking the 6 months traming,-and the man was deferred so long as 
he was satisfactory. So our field has been quite a bit extended in the 
compulsory policing, if you want to call it that, of the Ready Reserve. 

The second thing that the Reserve Act did was unusual. I do not 
believe there is any precedent for it in American history. It delegated 
to the Selective Service or to the Director, in the terms of the law, the 
responsibility of declaring available or unavailable every member of 
the Standby Reserve when mobilization came. In other words, when- 
ever a man has completed his Ready Reserve obligation or has served 
in the regular forces or in the Ready Reserve long enough, he is 
screened to the Standby Reserve, whether or not he has completed his 
yearly requirements, because there are requirments for screening short 
of spending the total number of years. If he is screened into the 
Ready Reserve he becomes a responsibility of the Selective Service, 
daily, to determine his availability for mobilization. Of course, you 
could immediately say, “As long as we do not have a mobilization, why 
determine his availability ¢” 
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Mr. Purturres. For how long a time, Mr. Chairman? 

General Hersuey. Well, if he enlists for 6 years and serves 2 years 
on active duty and 8 years in the Ready Reserve then he only serves in 
the Standby Reserve for 1 year. If, for instance, he is a scientist and 
he should serve 6 months and then be screened to the Standby Reserve 
because of his occupation, he would have 51 years. Somewhere in 
between those 2—51 years or 1 year—is the amount. 

Of course, there is still another problem. There is a man who en- 
lists for 8 years. If he should be screened as soon as he has completed 
his 2 years then, of course, we would have him for 6 years. So it all 
depends on when he is screened into the Standby Reserve, because 
after he is screened then he is our obligation as long as he stays in the 
Standby Reserve. 

Frankly, we are right on the threshold of that problem. We are 
going to do something about it in this fiscal year with whatever time 
we have that we are not doing something else. But it does get into 
the budget for next year. There is ver y little se reening that has been 
done, because the Presidential regulations were signed at the end of 
the week before last. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. This budget was prepared with the full knowledge of 
what your duties are going to be under this new legislation ? 

General Hersury. Yes. 

Mr. Tuomas. Proceed. 

General Hersury. So we have this question of determining the 
availability of the man who has served, which is entirely new. Here- 
tofore our business has been to determine the availability of the man 
who had not served, and either put him in 1—-A or defer him. Now 
we are in a position when a man has served actively or in the Ready 
Reserve that we have first the problem of ages him in the Ready 
Reserve, and secondly we have the problem of classifying him for 
availability when he is outside. 

I want to mention just one other thing. I think it has been felt in 
the public since perhaps the time of Wor Id War I that the relationship 
between induction and activity in a Selective Service System was 
immediate, and that how much you did depended entirely on how many 
you inducted. I had felt that in the kind of life we are living now 
that was entirely untrue. 


ALLOCATION OF TIME BY SELECTIVE SERVICE SYSTEM 


Last year we made a study to determine just what we were doing, 
and for what it may be worth we found that we spent 38 percent of 
the time in the Selective Service System classifying people, which 
is what you would expect, because classification is the whole key to 
our system. After you classify a man the rest of it is more or less 
mechanical. 

We spend 14 percent of our time registering people. We have to 
register just as many in the years we do not take any as we register 
in the years we take a great many. 

We spend 14 percent of our time answering questions. I suspect a 

majority of the questions are about the Selective Service System. 
As you gentlemen know, when you are out in the small communities, 
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with very few governmental agencies, you inevitably get a lot of 
questions directed to the local board clerk, and even if she cannot 
answer she has to listen, on all sorts of operations of various groups. 

We spent 13 percent of the time operating our own system. That 
is our overhead. 

We spent 4 percent of our time training 1,200 reservists and Na- 
tional guardsmen in the setup, plus the training in our own system. 

We spent 7 percent of our time, believe it or not, on inducting peo- 
ple. That is the thing that presumably people think we work on all 
the time. After classification only 7 percent of the time is spent on 
ordering people up for physical examination and all of the things 
that go to put them in. 

We spent a little less than 1 percent of the time on conscientious 
objectors. I could hardly believe that, because my own time budget 
does not run that way. I put that in to give you some idea. It is 
somewhat less than 1 percent. 

The other 9 percent falls into a lot of places, and I did not attempt 
to break that down. 


ESTIMATED COST OF STANDBY RESERVE 


Mr. Tuomas. How do you justify this figure of $3.20 for 250,000 
to come into the Standby Reserve in fiscal 1957, as the cost of entering 
and handling each case? What would be the mechanics of that and 
how do you arrive at this figure? 

General Hersuey. I will let Colonel Iliff tell you about that, be- 
cause he made the study. 

I want to say in the beginning that you must remember we have not 
done this and our experience had to be based on what we had done 
on classifying the people who had not been in the service. 

I want to call your attention to the fact that keeping track of a man 
who has already met his obligation is not as simple as keeping track 
of one who has not. 

Mr. Tuomas. Is this the only instance where this new law imposes 
any duties on you? 

General Hrernery. I had pointed out on the Ready Reserve I sup- 
pose it has tripled or quadrupled, but it is an old duty with more jobs 
to do. This is entirely a new duty. 

Mr. Tuomas. That is what I am talking about. This is entirely 
new. Is this the only example? 

General Hersuey. It is the only example of an entirely new enter- 
prise, 

Mr. Tuomas. You estimate a cost of around $800,000. How do you 
arrive at that? 

Colonel Inirr. That is based upon 250,000, which was what we 
thought would be coming into the Standby Reserve in this period. 
The $3.20 is arrived at by taking a fraction of the present cost of 
registration plus a fraction of the present cost of classification on that 
type of action. That is the way we get to the $3.20, sir. 

Mr. Tuomas. The act imposes a duty on you during the period of 
time he is in that Ready Reserve for you to keep your hands on him, so 
to speak? He is under your jurisdiction ? 
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General Hersuey. That is not quite true. He is under the jurisdic- 
tion of the Armed Forces entirely, but cannot be mobilized without 
two things happening. 

First, the Congress has to authorize it specifically. 

Secondly, the Director of Selective Service has to declare him 
available. He cannot be ordered to active duty until those two 
obstacles have been overcome. 

Of course, the Director of Selective Service knows the history of 
this problem. It came about because of the feeling that the Armed 
Forces did not do as well as they might have done in the handling of 
the second grade or the faraway reservists, people who thought they 
were not in the Reserves at all, during the Korean affair. The 
Director of Selective Service is pretty sensitive that he had better do 
a better job than was done before, and the only way he knows how to 
do the job is to figure that every day is mobilization day and be ready. 
Therefore, the only thing the Director of Selective Service can do to 
guard against the problem is to have the fellow classified as to his 
availability every day, because then if mobilization is tomorrow he 
simply gives them a list of the people he has on the availability list. 

Mr. Tuomas. How did you arrive at that figure of 250,000 ? 

Colonel Inirr. That was an estimate. As noted in the justifica- 
tions, the estimate of 250,000 was done at the time we prepared our 
original budget. Since that time we have gotten a phasing plan from 
the Department of Defense, and they say it will be between 265,000 
and 270,000, so that we are low on our figure somewhat; but that 
figure was made out of just grasping, if you will. 

General Hersuey. Well, they have about 200,000 in the Standby 
Reserve, or something like that, now. 

Colonel Inirr. Now, yes. 

General HersHey. Of course, these screening regulations that the 
President put out a week ago Friday or Saturday provide for quite 
a little activity. There is no question about that. I personally would 
fee] 500,000 is a lot nearer, but that is neither here nor there. 


ANTICIPATED NU MBER OF REGISTRANTS 


Mr. Tuomas. How many are you going to register in the next fiscal 
vear? What do you figure? 

Colonel Itirr. 114 million. 

Mr. Tuomas. This new act is not going to substantially cut that 
down ? 

General Hersuey. It will raise it, because our birth rate is begin- 
ning to pick up. The birth rate 18 years ago is greater than it was 
20 years ago. 

Mr. Tuomas. The new act does not prevent anybody from register- 
ing when he becomes of age? : 

General Hersney. It compels him to. We have more boys coming 
to 181% in the next fiscal year than in the last, and many more than 
there were 2 years ago. 

Mr. Tuomas. It can generally be said, then, that this new act does 
not decrease your workload; if anything, it may have a tendency to 
increase it a little bit ? ‘ 

General Hersuey. Of course, I am a prejudiced person. I think 
a great many agencies like us found themselves at the budget with a 
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decreasing approach, and, for what it may be worth, I think they 
recognized we had some new responsibilities, because we did at least 
convince the budget that we had an increase rather than a decrease in 
the load. I do not think there is any question but what we have. 

Mr. Tuomas. You certainly cannot decrease, because the act has 
been changed to the effect that when these chaps become 18 years of 
age they have to register. That is the bulk of your work. When you 
register them then you have to classify them. 

General Hersuey. That is right. 

Mr. Tuomas. That phase of your work certainly has not diminished 
one bit. “ 

General Hersney. No. 

Mr. Tuomas. That is a big part of your work; is that substantially 
correct ? 

General Hersuey. It is. It is entirely correct. 

While we are only figuring on 250,000 here, we have to approach 
the time when we will have 3 or 4 million in the Standby group. 

I am not trying to sell the committee, but as a matter of fact to 
keep track of the veterans is going to be much more difficult than to 
keep track of the nonveterans. He will feel that he has met his 
obligation and, therefore, why should he answer questions or do any- 
thing? Not only that, we obviously cannot be trying him. That is a 
public relations business we cannot tackle. The only thing we can do 
is say, “If you do not tell us where you are you will stay in available.” 
That is the only threat we have. 

Mr. Tuomas. Under this act not a single county board has been 
abolished ; has it? 

General Hersuery. No; and the work has increased. 

Mr. Tuomas. Not a single State headquarters has been abolished 4 

General Hersuey. Not a one. 

Mr. Tuomas. Not a single records center has been abolished ? 

General Hrersuey. Not a single records center. Of course, we did 
get rid in the last 12 months of about all of the World War II records. 
We still have a records center, because we are building up new records. 

Mr. Tuomas. The point that the committee is trying to emphasize 
is the fact that the new act does not cut down your workload one bit. 
It did not repeal any of your duties and responsibilities, nor any of 
your jurisdictions. 

General Hersuey. It left us with everything we had. It left us 
with a more difficult job on the physicians, because as the physicians 
grow older it is more difficult to induct them. It left us with the same 
responsibilities on the National Guard and the Air National Guard, 
and it doubled or tripled or more our responsibilities, because it added 
to it the Army, Navy, Air Force, Marine Corps, and Coast Guard, on 
the same privileges that had heretofore been shared only by the 
National Guard and the Air National Guard. In addition to that, it 
made us classify every man that had gotten into the Standby Reserve, 
where heretofore we could forget them. 


ESTIMATED NUMBER OF INDUCTEES BY FISCAL YEARS 


Mr. Tuomas. What is your estimate on the number of inductees 
you will have in fiseal 1957 as compared with the inductees in fiscal 
1956 ? 
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General Hersuey. The Bureau of the Budget permitted us to ask 
for 175,000. I think last year it was 214,000. 

Colonel Inirr. It was 214,000 last year. We estimate 195,000 this 
year, in 1956. 

General Hersuey. 1957 is 175,000. That is what the budget al- 
lowed us. 

Mr. THomas. What was the number inducted during fiscal 1956? 

Colonel Inirr. We estimate it will be 195,000. 

Mr. Tuomas. How many were actually inducted in the calendar 
year 1955? Do you have that figure ? : 

Colonel Inirr. On the calendar year; no, sir. I do not have that 
figure. I can get it for you. 

Mr. Tuomas. The best way is to speak of the calendar year. When 
you go into fiscal years you are already 6 months behind. , 
(The information is as follows :) 


Inductions during calendar year 1955 were 152,781. 


Mr. Tuomas. Will there be any appreciable difference in your think- 
ing as to the number of inductees in fiscal year 1956 as compared to 
fiscal year 1957? Is that too much of a guess? 

General Hersuey. I think we are quite conservative. I would like 
to point out 2 or 3 things. The Congress gave the Department of 
lens a right to furlough to the Reserves after 1 year of service 
150,000 men. Up to date the Department of Defense has not imple- 
mented that. There has been a great deal of discussion. 

I do not want to leave any impression that they will, because I do 
not know; but if they should it means that will be about 12,500 per 
month, to make up for the 150,000 they furlough after a year, because 
the Army was the one who was trying to get to handle that furlough- 
after-a-year clause. 

Mr. THomas. At this point in the record, General, will you insert 
a table showing the actual number of inductees in the fiscal years 
1954 and 1955, the estimate for 1956 and the estimate for 1957, the year 
to which this budget is directed. That is 4 years. Do you have those 
figures available now, where you can read them into the record ? 

Colonel Iuirr. I will have to furnish them, sir. 

(The information is as follows:) 


Inductions by fiscal years: 


kicks -ciscegststidasenegheestc acne 269, 095 | 1956 (estimate) —-..__________ 195, 000 
TOS. ke 218, 728 | 1957 (estimate) _-...._.________ 175, 000 


Mr. Tuomas. What is your estimate for 1956 as compared to 1957 
as to the number of inductees ? 

General Hersuey. 175,000 for 1957 fiscal, and it is an estimated 
195,000 for fiscal 1956. 

Mr. Tuomas. They are both estimated figures ? 

General Hersuey. That is right; yes, sir. 

Mr. Tuomas. That is a difference of 20,000 on the minus side for 
1957; is that correct ? 

General Hersney. That is right. Again, I emphasize that is the 
a we were permitted to come over with. My estimate was not 
that low. 
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APPROPRIATIONS AND BUDGET ESTIMATES 


Mr. Tuomas. Your appropriations for 1956 were $28,436,200; is 
that correct? You have an estimated figure, but that is a firm figure, 
is it not? ae 

Colonel Inutrr. Yes, sir; that is correct on the appropriations. 

Mr. Tuomas. You have a request for 1957 of $29,050,000, which is 
a difference of about a half million dollars in round figures ? 

Colonel Iirr. Yes, sir. 


PAY RAISE COSTS 


Mr. Tuomas. How much was your increased personnel cost by rea- 
son of the increase in pay ? 

Colonel Inirr. About $300,000. 

Mr. Tuomas. $300,000 ? 

Colonel Inmr. Yes, sir. 

Mr. Tuomas. Does that extend to your board employees in the field, 
or what? 

Colonel Inirr. That was classified only, sir. 

Mr. THomas. What did you do about your employees in the field? 

Colonel Inirr. We raised them an equivalent amount, to what they 
would have gotten. There was an administrative raise in the equiv- 
alent amount as to what they would get if classified. 

Mr. Tuomas. So you raised them all? 

Colonel Intrr. Yes, sir. 

Mr. Tuomas. That figure of $300,000 includes the increase in pay 
for classified as well as field? 

Colonel Inirr. No, sir. That is for classified only. It does not 
include the others. 

Mr. Tuomas. What was the amount of the increase for the field 
employees ? 

Colonel Inirr. I will have to furnish that figure, sir. 

(The information is as follows :) 

Estimate includes $1,200,000 for pay increases for local and appeal board 
compensated personnel. This covers the administrative pay increases to other 


than classified employees and is over and above the calculated $327,388 for 
classified employees. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. I notice you have an increase in “Equipment” shown 
here for 1957. You jump from $58,250 in 1956 to $155,800 in 1957. 

In “Supplies and materials” you jump from $149,460 in 1956 to 
$182,000 in 1957. 

You have a decrease in “Rents” of about $70,000. 

General Hrersuey. The decrease in rents was again the promise of 
the General Services Administration that they were going to take 
over all of the rents in the United States, which they had not here- 
tofore done. We had paid some rents where they did not operate. 

Mr. Tuomas. Was that an Executive order? When was that 
issued ? 

General Hersuey. I do not know. Can you tell them what made 
the General Services Administration say they were going to pay all 
rents ¢ 
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Colonel Inirr. As I understood it, the Bureau of the Budget got 
to the point where they took all space-rental figures excepting those 
in the Territories, out of our budget and added them to the General 
Services Administration budget. 

Mr. Tuomas. When? 

Colonel Iuirr. For fiscal 1957. 

Mr. Tuomas. Did they give to General Services Administration, at 
the same time, the authority to regulate the space ? 

Colonel Iuirr. They have that authority; yes, sir. 

Mr. Tuomas. No, they do not. They do not have that authority. 
They ought to, perhaps, but they cannot tell you or any other agency 
to move, and if you do move, how much space you can have. 

General Hersuey. Well, I am not prepared to say anything to the 
contrary. I have had some experiences when they certainly have 
done their best trying. 

Mr. Tuomas. Yes, and perhaps their best was not good enough. 

General Hersuey. Generally; yes. We generally have moved 
when we have been told to. 


PERSONAL SERVICES 


Mr. Tuomas. Getting back to your “Personal services,” the figure 
for 1956 is $23,610,381, with an increase up to $24,275,240 for 1957. 
That is an increase of about $665,000, so there is a little bit of differ- 
ence between that amount and the figure of $300,000 you gave us. 

General Hersury. Yes, but of course the $300,000 did not take 
half of our increase in pay. We have many more local board clerks 
than we have people in the classified service. I suppose that 80 per- 
cent of our paid people are in the local boards. I would not want to 
stay to the half million dollars. 

Mr. Tuomas. This overall increase you have here of about $665,000 
is all for increased pay, is it not? 

General Hersury. Well, there is another thing involved. 

Mr. Tuomas. That is what I am trying to arrive at. 

General Hersney. I would say there are at least three things. 

Mr. Tuomas. You have some plusses and minuses in your “Other 
objects,” but when you balance this all out it goes to “Pay,” does it 
not ? 

: General Hersney. That is right. We have three things affecting 
that. 

First of all there is the $300,000 that Colonel Iliff told you about, 
which was the raise in pay that Congress gave the classified people. 

I do not want to guess, but I would think you would find that some- 
where near four times that was for the people who are not classified. 

Mr. Tuomas. To give them the same amount ? 

General Hersuey. That is right, proportionately the same money. 


DRAFTING OF DOCTORS, DENTISTS, ETC. 


I repeat, the Congress did not, in the 1956 budget, give us any 
money to operate the doctors draft, because there was no law in the 
future. So this year we are trying to operate a doctors draft without 
any means to do it. That affects this, possibly. Whether or not it 
does I do not know. 
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Mr. Tuomas. You mean in fiscal 1956? 

General Hersuey. Yes. 

Mr. Tuomas. There is a limitation in there. 

General Hersuey. In 1956 we did not even ask for money to run the 
doctors draft. We even had to take some travel money. 

Mr Thomas (reading) : 

Not to exceed $180,000 of the amount made available under this head in the 
Independent Offices Appropriation Act, 1956, for registration, classification, and 
induction activities of local boards, shall be available during the current fiscal 
year for expenses of the National Advisory Committee on the Selection of 
Physicians, Dentists, and Allied Specialists * * * 

General Hersuey. That is in 1957. 

Mr. THomas. 1956. 

Mr. Puiuies. They got a supplemental in 1956. 

General Hersuey. But it applied not to us. It applied to the ad- 
visory board, which has been set up to advise us. When we took the 
advice out in the local boards and State headquarters and national 
headquarters we had to take that on the cuff. You allowed us to take 
that money there out of travel funds, for travel of inductees, and you 
did not increase the overall amount when you gave us that amending 
legislation. It did not go for us; it went to the people that spend their 
time telling us how to operate our business. That is all very fine, and 
we do not object to it, but that was not our money. 

Mr. Tuomas. There is $180,000 in this budget for the doctors, and 
the budget has bracketed out the committee language of 1956. 

General Hersuey. But, again, that is a group I come over here rep- 
resenting but who are not of my organization. I only have them for 
pay purposes. 

Mr. Tuomas. That is right. 

General Hersury. What I am talking about is the time that the local 
board, appeals board, State headquarters, and National headquarters 
spends on trying to induct doctors into the service. We did not budget 
for that last year. This year, probably, some of the money will have 
to go for that. 


SUMMARY OF APPROPRIATION REQUEST BY OBJECT CLASS 


Mr. Tuomas. We will insert in the record at this point page 4 of 
the justifications. 
(The information is as follows:) 


Summary by objective classification 


1956 esti- 1957 esti- 
955 actus | 
1955 actual cane cea 


01 Personal services-------- . , $22,771,771 | $23,610, 381 $24, 275, 240 
02 Travel: 
Administrative travel 616, 888 764, 755 753, 875 
Selectee travel 1, 520, 883 2, 161, 300 1, 936, 000 
03 Transportation of things 66, 009 39, 200 52, 200 
04 Communcation services: } | 
Penalty mail-_-_- eed to0 472, 500 | 463, 776 476, 100 
TERN. 5b. 055... . 537, 931 | 535, 700 596, 400 
05 Rents and utility services__- 110, 723 137, 413 | 67, 500 
06 Printing and reproduction. . 98, 277 | 86, 500 | 111, 500 
07 Other contractual services... - . 316, 036 | 281, 885 295, 855 
08 Supplies and materials . 201, 155 149, 460 182, 000 
09 Equipment-.--- ‘ d 98, 413 58, 250 155, 800 
15 Taxes and assessments__ : 204, 939 147, 580 147, 530 


Total obligations___- : ‘ kd adie ne 27,015,525 | 28, 436, 200 29, 050, 000 
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ADMINISTRATIVE TRAVEL 


Mr. Tuomas. I notice “Administrative travel” shows a decrease from 
$764,755 in 1956 to $753,875 in 1957. That is approximately $11,000 
in round figures. 

SELECTEE TRAVEL 

Your inductee travel or “Selectee travel” has decreased from $2,161,- 

300 in 1956 to $1,936,000 in 1957. 


TRANSPORTATION OF THINGS 


“Transportation of things” is increasing from $39,200 in 1956 to 
$52,200 in 1957. What is the explanation for that item ? 
General Hersuey. Colonel Iliff, will you answer that? 
Colonel Iuirr. That is largely due to the Standby Reserve program, 
because there will have to be file cabinets put out to these places. 
There will have to be materials shipped to the local boards, in the way 
} of supplies and materials to implement the Reserve program. 
: Mr. Tuomas. This is all the transportation cost, and not the buying 
i of file cases? 

Colonel Inirr. No; that is only for transportation. 

Mr. Tuomas. How do you arrive at the figure of $52,200? 

Colonel Inirr. That is broken down among the different projects. 
It is an estimate of what we thought it was going to cost us to do the 
job. There is $7,000 in national headquarters. Of course, we are 
very low this year in national headquarters. 

Mr. Tuomas. Where is your figuring on it? I have not been able 
if to put my finger on where you break it down. 

olonel Inirr. Project 10 is $3,000 this year and $10,000 next year. 
That is to get supplies, material, and equipment out. 

Mr. Tuomas. How did you arrive at $10,000 here under project 10? 

Colonel Iuirr. That is just our estimate of what it is going to cost 
to ship. 

Mr. Tuomas (reading) : 

In view of the lack of funds for equipment in fiscal year 1956 the replacement 
program is suspended and therefore this account is substantially lower in 1956 
than 1955. In 1957 with the increase in the load because of the Reserve program 
it is expected that the need will substantially increase due to initial forms and 
jacket distribution. 

; At one time you talk about the transportation cost and the next time 
you talk about the purchase of supplies and materials. 

Colonel Iurrr. It is a cost of getting them to 4,000 local boards. 

General Hersuey. “Printing and reproduction” has gone from 
$86,500 to $111,500, and “Supplies and materials” from $149,460 to 
$182,000. The difference is $39,000, going into 06 and 08. 
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SELECTEE TRAVEL 


Mr. Tuomas. On your inductions, in 1955 you had 214,000. You 
estimate 175,000 in 1957. You have “Travel for inductees.” 

The proper word is “selectee” rather than “inductee”; is it not? 

General Hersuey. I think you are right both times, because to us 
he is a selectee and to the Armed Forces he is an inductee. 

Mr. Tuomas. He is not an inductee until they approve him. 

General Hersuey. He is not an inductee until he is inducted. 
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Mr. Twomas. As long as you have him he is a selectee? 
General Hersuey. That is right. We have 1.7 million of them that 
were selectees that never got to be inducted—rather, 2 million. 

Mr. Tuomas. In 1955 you had 214,000 with a travel cost of $144 
million; in 1957 you have 175,000, which is some 40,000 less, and yet you 
have a $400,000 increase in travel for 1957. Is there an error in cal- 
culation there? 

Colonel Inirr. No, sir. The figure is abnormally low in 1955 for 
2 or 3 reasons. 

In the first place, we came into 1955 with a large number of people 
who had had their physical examinations and therefore required only 
the trip up for induction. We were prepared for a maintenance of a 
larger number of inductions. 

Mr. Tuomas. The examination has nothing to do with this. This 
is all travel. 

General Hersuey. Oh, yes. The examination takes most of this 
fund. You order the fellow up for his preinduction examination and 
back, and that costs twice as much as it does to order him up for 
induction. 

Mr. Tuomas. This is selectee travel. 

General Hersuey. That is right. The Congress makes us send the 
man up for a preinduction examination. You cannot induct anybody 
unless he volunteers and waives, without sending him up for exam- 
ination first. 

Mr. Tuomas. This money is divided into two parts. Once he comes 
in to your board for examination, and then you send him home. 

General Hrersury. We send him to the Armed Forces examining 
station. 

Mr. Tuomas. He may or may not be sent there ? 

General Hersury. He must be sent there. 

Mr. Tuomas. You do not let him go back home and then call him 
again ? 

General Hersney. After a man is selected for induction and he is 
sent his notice to go to the induction station and get a physical exam- 
iation—that he must have, because we cannot order him for active 
duty until he has had that examination and found out that he has 
passed it and had 21 days. You have to go through that formality. 

Mr. Tuomas. You have two elements of cost. You have to pay 
the transportation to the board. 

General Hersuey. No, he does not get money for going to the board. 
He has to go there on his own. 

Mr. Tuomas. Where is the induction center ? 

General Hersuey. It used to be within 100 miles. Now the Armed 
Forces are saving money. Sometimes it is 300 or 400 miles away, and 
we have to send him up there. In fact, I could tell you terrible story 
about what happened in Alaska, and how it takes a man 2 weeks to get 
to one of these places. 

Mr. Tuomas. He goes to his home from the induction center. Sup- 
pose the Army turns him down; then what ? 

General Hersney. When they turn him down he comes back at 
their expense. 

Mr. Tuomas. Not yours? 
Colonel Iuirr. That is under “induction,” sir. 












14 


General Hershey. We pay both ways for his examination. 

Colonel Inirr. Regardless. 

General Hersuey. Then when they say they want some men we 
send him upagain. That makes three trips. 

Mr. Tuomas. That is what I said at first, and you said “No.” 

General Hersury. You said from home. We do not pay anything 


from home. We pay from the local board to the induction station, 


from the induction station to the local board, and from the local board 
to the induction station again. 

Mr. Puituies. That is not a great difference, is it, Mr. Chairman; 
betwen the home and the local board ? 

General Hersuey. No. I think the chairman is entirely right. 

Mr. Tuomas. What are the two phases of “transportation costs?” 
Detail it in your own words. 

Colonel Inirr. On page 42 I think it is broken out, if you would 
care to refer to it. There is one one-way trip at $1.75. That is an 
average cost of $1.75. There is one two-way trip at $1.75 each way, 
= ‘ause we also have to pay for the fellow going up for physical 

xamination. We also have to pay for meals and lodgings in some 
cases. That has figured out at 27 cents for each trip, because they 
do not all get meal and lodging, which brings it out to $3.77 to go out 
and come back. The other is coming up for induction. 

Mr. THomas. When you call him up and he comes from his home to 
the local board, do you pay his expenses for travel ¢ 

General Hersuey. No, sir. 

Mr. Tuomas. When does the expense start ¢ 

Colonel Inirr. When he leaves the local board. It ends when he 
returns to the local board in the first instance. 

Mr. Tuomas. Then he is going to the induction center; is he not? 

Colonel Inirr. The examination center. It is one and the same 
place, but he is going up for an examination. 

Mr. Tomas. He is examined and then he is sent home after he is 
examined ¢ 

Colonel Inirr. Yes, sir. 

Mr. Tuomas. That is what we said awhile ago and you said “no.” 
How much does that usually cost ? 

Colonel Inirr. $3.77. 

Mr. Tuomas. It depends upon the distance? 

Colonel Inrrr. Yes. The average is $3.77. 

Mr. Tuomas. Where is that examination made? 

Colonel Ittrr. Well, it is made at any number of cr 

Mr. Tuomas. At a spot designated by the Army ? 

Colonei Inirr. The services; yes, sir. 

Mr. Tuomas. It used to be within 100 miles. Now it can be any 
distance. When they examine him they do not accept him that day? 

General Hersnury. Yes. 

Colonel Inirr. They accept or reject. 

General Hersuey. But he cannot be inducted, because the Con- 
gress has said the man has a right to a preinduction examination. 

Mr. THomas. And then he goes back home? That is mandatory ? 

Colonel Inirr. For at least 21 days. 

Mr. Tuomas. So you have 2 travel bills for practically the same 
distance ? 
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General Hersney. Exactly, except that one is up and back and the 
other one is-up. 

Mr. Tuomas. How do you yo ae the fact that if the cost is con- 
stant the cost nevertheless is $500,000 more for 40,000 less inductees 
in 1957 as against 1955? 

General Hersuey. One of the things that Colonel Iliff has pointed 
out is that we happened to have a great many people who were ac- 
cepted in the course of 1954, and therefore during 1955 we were using 
up a reserve that we had set up from the 1954 money. Now, how- 
ever, having exhausted that, you have to start paying for what you 
get. 

Mr. Tuomas. Is that a pretty common practice / 

General Hersuey. There is one thing about it: It is not a practice 
you get into except when you get caught. 

Mr. Tuomas. In other w ords, the armed services cannot give these 
people just 21 days, but more. How many days could it be‘ ‘ 

General Hersury. Many times it was a month or a year. Remem- 
ber we have to keep enough people who have passed examinations to 
meet the calls. Suppose “that you are running on 30,000 calls. We 
obviously have to keep 200,000 ready to go. About 6 to 1 is our 
experience. 

Mr. Tuomas. That is a little rough on these people, is it not / 

General Hersney. I guess it is a little rough on these people. 

Mr. Tuomas. They have been sitting around dangling, without a 
job, have sold their automobiles and have gotten out of school. 

General Hersury. That is right. 

Mr. Tuomas. Is that a common practice ? 

General Hersuey. You have a lot of people involved. We have 
at the present time 1.7 million people in 1-A. Not all of them have 
had a physical examination, but just the same there isa hazard. You 
wonder what they are going to do with you. You wonder when they 
are going to make up their minds. 

Mr. Tuomas. There is a difference between being classified 1-A and 
being called up for an examination, passing the medic al examination 
and being told, “You have one foot in the house now. 

General Hersney. That is right. We found ourselves in 1954 with 
around 250,000 that we had built up, because we were supporting ac- 
tive times, when the calls were lar ge. Now you suddenly drop those 

calls off. We cannot suddenly get ‘rid of the ‘people we have on hand. 
We have been trying to absorb ‘them. 

The calls now are fluctuating not much, but they are fluctuating 
between 6,000 and 16,000. In January and February it is 6,000, and 
in March 16,000. Of course, the Navy happened to want 10,000 one 
month and they do not want them another month. 

It does furnish problems not only to the registrant, but to the sys- 
tem and everybody else, to be sure that you have enough and yet not 
too much. We are carrying too much now, but how can you classify a 
fellow in something but 1-A when he has not any reason to be classi- 
fied anything except 1—A? 


COMMUNICATION SERVICES 


Mr. Tuomas. Why does your Western Union and telephone bill in- 
crease from $535,700 in 1956 to $596,400 in 1957 / 
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Colonel Inurr. There are two factors involved there. One is that 
we have been on a rather constantly increasing rate structure in the 
field. Of course, most of this is local board phones. The basie cost 
is in the field. 

The other factor is the fact that with this Reserve program being 
implemented we figure the activity is going to require more of this 
use. 

General Hersury. What you are saying in the beginning, Colonel 
Lliff, is that our rate that we have to pay for commercial service is 
climbing. 

Colonel Inirr. Yes, sir. 

General Hersury. Those are the telephone bills. You do not get 
a telephone for what you used to get it for. You do not get a telegram 
for what you used to get it for, either. 

Mr. Tuomas. You mean that the Federal Communications Commis- 
sion is permitting these communications services people the right to 
up their rates all of the time on you? 

General Hersury. We are down where we see them go up. To us 
they just went up. Who let them up or how we do not know. 


RENTS AND UTILITY SERVICES 


Mr. Tomas. You have a decrease for “Rents and utilities.” 

General Hersury. Yes, sir; because General Services Administra- 
tion took it over. 

Mr. Tuomas. From $137,413 in 1956 down to $67,500 in 1957 

Where does this $67,500 go to, if the General Services Administra- 
tion took that over ? 

Colonel Inirr. That goes to the rents in the Territories, which the 
General Services Administration does not pay. That would be Puerto 
Rico, the Virgin Islands, Hawaii, Guam, Alaska, and the Canal Zone. 
We do not pay rent in the Canal Zone. 

Mr. Tuomas. Your rent should not be $67,500 for those small 
offices, when your total bill has been $137,400 for all of the offices. 

Colonel Inirr. Most of the rents have been paid by General Services 
Administration. In addition to this, any rent which is not space— 
in other words, the rental of equipment and things like that—is 
included. 

Mr. Tomas. What do you pay per square foot in Puerto Rico? 

Colonel Inirr. I cannot answer that, sir. 

Mr. Tuomas. Do you have that information ? 

Colonel In1rr. I could furnish it to you, sir. 

Mr. Tuomas. At this point put in the record a table showing the 
amount of square footage you have in each one of the dependencies, 
and the rate per square foot that you pay. 
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(The information is as follows:) 











Annual rental 
Number | | pe ey tee ee Total | Rate per 
square feet State Local | National | rental | square foot 
head- | noards head- 
quarters quarters } 
Se ee ee ee — - 7 ree reir we ees 
SIR 5 eS ene sccsee ~eeeecene 1,615 | $3, 120 | $3, 300 | _- pbes-] $6, 420 | $3. 975 
iia ater cnnimiabeied 6, 821 | 2, 100 | 3 if See 7, 752 | 1, 136 
Puerto Rico... ...........-..- 28, 861 | 3, 500 $3,908 Jos. 22..2. 25, 866 | , 8962 
Virgin Islands... -......--.--.- 1, 553 | ON tisk Bi. tage <sengls e 780 | . 502 
EE — |-—_— —_—— ——_—— ene fees — — aan —— 
Total space rental______. 38, 850 9, 500 31, 318 od i 40, 818 | 1.051 
RE BONO oo nensneniésd<tencnens ial el Maes : "$4. 500 |-- onl os 
Garage rental and utility serv- | | 
iced 3.4L). oid das adnacet Se aes 8, 500 13, 682 | - eetdbee aBsens Guccainelel 
squtareipanasesincnaupiognntinclipatnipeiatnasitakanapeas teal tained i decateesasgiigebshncmnnthcledcedantanndhientnttidheal cl soins 
Pe Sanicwunabcanes 67, 500 18, 000 45, 000 | 4,500 |...-...-----|---------- 
} | | ' 








i In many cases rent-free space requires payment for utilities used. 


Mr. Tuomas. You have offices in Alaska and Puerto Rico? 
General Hersury. And Guam, Hawaii, the Virgin Islands and the 
Canal Zone. Those are offices out of the continental United States. 
However, Puerto Rico is a great big one, because there are 77 boards 

in Puerto Rico. The rest of the plac es have about 2 or more. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. The “Printing and reproduction” item jumps from 
$86,500 in 1956 to $111,500 in 1957. Why is there an increase of 
about $25,000 ? 

( ‘olonel Inrrr. The principal increase is due to the fact that we are 
going to have to reprint our cover sheets in 1957. When we started 
up in 1948 we had these cover sheets printed in sufficient quantity, and 
we have been living on that “fat” until now, if you will. It costs 
about $20,000 to $25,000 to print those in quantities, and that will 
be on an annual basis from now on. We have been livi ing since 1948 
on what we had. 

General Hersuey. You have another problem in the printing of the 
forms we will have to use for the Standby Reserve, which is entirely 
new. 

OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What about the “Other contractual services,” which 
shows an increase from $281,885 in 1956 to $295,855 in 1957? That 
is item 07. 

Colonel Inirr. Yes, sir. That is due to the fact that the car pools 
are being established in some of our State headquarters, which will 
increase this item. It would be a savings in supplies and materials, 
except that our “Supplies and materials” figure, which is lower than 
it was in 1955, is where the present costs will come off and will be 
transferred to “Other contractual services.” Our supplies and ma- 
terials situation has been quite serious. 

Mr. Tuomas. Do you mean to say that your automobile costs since 
General Services Administration took this over are going to cost you 
$14,000 more than they did last year? 

( ‘olonel Iuirr. No, sir. 
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Mr. Tuomas. I notice you will have a total of 140 cars in operation, 
with 38 of them being new cars. 

Colonel Iuirr. Yes, sir. 

Mr. Tuomas. If the General Services Administration takes it over 
through the car pool, why should there be an increase of $14,000 4 

Colonel Inrrr. Because it comes in a different object. It comes into 
the “Other contractual services, 07.” When General Services Admin- 
istration takes it over, that is not the total cost. 

Mr. Tuomas. In other words, you are saying that you can operate 
your own automobiles for $14, 000 cheaper than General Services 
Administration can operate them ¢ 

Colonel Itirr. No, sir; because at the present time our cost of opera- 
tion of those vehicles comes from “Supplies and materials, 08.” 

Mr. Tuomas. How much is 08 here, then ? 

Colonel Iirr. Well, 08 is increased for these other reasons we have 
given you. 

SUPPLIES AND MATERIALS 


Mr. Tuomas. 08 has increased from $149,460 in 1956 up to $182,000 
in 1957, or about $33,000. 

Colonel Inrrr. It would have been more if it had not been for this 
factor. 

Mr. Tuomas. How much more? In other words, if you want to 
put it under “Contractual services” or under “Supplies and materials,” 
you are saying by your figures that it is costing you more to operate 
vour automobiles under the car pool of Gene al Services Administra- 
tion than it would cost you if you had done it yourself. 

Colonel Inirr. The small part of “Supplies and materials” is in- 
volved in this car expense, and that.is where all the car expense was 
charged. That is gas and oil. 

Mr. Tuomas. All you charged there was gas and oil, and maybe a 
little spare parts money. 

Colonel Iuirr. Yes, sir. 

Mr. Tomas. Your original purchase and your warehousing—— 

Colonel Inirr. Comes in “Other objects;” that is right. 

Mr. Tuomas. You show an increase in both. Give us your figuring. 
What will be the cost of operating your 140 automobiles under the 
car pool as compared with your present cost ¢ 

Colonel ILirr. We do not even know what it is going to to cost in 
some of these car pools yet, sir. 

Mr. Tuomas. You have some money set up for it under 07. 

Colonel Inirr. Surely, but we have put it down at what the average 
is so far, which is the equivalent of about 7 cents a mile. That is 
about what it costs. ; 

Mr. Tuomas. It shows an increase for 1957 over 1956, either way 
you look at it. You are saying, “We are going to spend more money in 
1957 for automobiles than we have spent in 1956.” 

You are shaking your head, General. I am just looking at these 
figures. 

General Hersuey. I know. But if you take the “Supplies and ma- 
terials,” that has 1,000 things or 100 things in it. In here, for instance, 
if we are buying a new file case or equipment or anything we have 
in the reserve program, it happens to be because we do not have enough 
iumbers. We have not got everything by itself. If you had a com- 





, situate 


~ 


= a Onan eR RRPUS DA 





SL Ss eee ht PS 


inna Pals Bebe 22 





end of the year, even if you put in more. 





19 


mon pocketbook in the house you could easily have less money at the 


Mr. Tuomas. Show us how you arrive at these figures. I do not 
find it in your justifications. 

Under project 10 you have $20,000 for 1956 and $20,000 for 1957, 
You say: 

The savings on gas and oil, due to motor pool, it is anticipated will permit us 
to purchase supplies for general purposes. 

You want $20,000 and do not say what the savings are. How much 
do you-have here for gas and oil in 1956 and 1955 under _ 10% 

Colonel Inirr. I will have to figure those out in detail, sir. 

(The information is as follows :) 

Fiscal year 1955, actual, $2,260; fiscal year 1956, estimate, $2,200. 

Mr. Txomas. Let us go to project 20. Let us see what you do on 
project 20. On “Supplies a materials,” under 08, you jump from 
$47,460 in 1956 to $60,000 in 1957. 

On “Other contractual services,” under project 20, you jump from 
$51,360 to $60,000. 

Under project 30, “Supplies and materials,” jumps from $80,000 in 
1956 to $100,000 in 1957, and your “Other contractual services” jumps 
from $216,870 in 1956 to $220,000 in 1957. 

Let us see what your justification says. 

General HersHey. You are on project 30? 

Mr. Tuomas. Yes. You jump from $216,870 to $220,000. 

Colonel Inurr. Page 44, sir. 

Mr. Tuomas. Here is what your justification says: 


It is expected that equipment replacement will help keep this figure down. 


Colonel Iuirr. Under the 1955 figure, because you see how far it is 
below 1955. 

Mr. Tuomas. You do not say that. I cannot read your mind. I 
just read what you have here. We are dealing with 1957 and, 1956, 
not 1955. It is not going down, but it is being upped. 

On “Supplies and materials” you jump from $80,000 to $100,000, 
and your justification says, 

The-new allocation for 1956 will result in an increase to replenish stocks in 
1957. 

What stocks? 

Colonel Inirr. Supplies and materials stocks. 

Mr. Tuomas. Specifically, what about gasoline and oil ? 

Colonel Inirr. 1 would have to dig those items out separately, sir. 
I do not have a record on that. 

(The information is as follows :) 

Fiscal year 1955 charges to O08 “Supplies and material” from the operating 
expense of motor vehicles amounted to $36,368. This is represented by approxi- 
mately $2,300 at national headquarters, $22,400 at State headquarters and 


$14,700 used by local boards. This charge includes gasoline, oil, lubrication, 
and tires. 


EQUIPMENT 


Mr. Tuomas. On “Equipment” you jump from $58,250 in 1956 to 
$155,800 in 1957. 
What is that “Equipment” ? 
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Colonel Inurr. The equipment that we have in here, in 1956, is almost 
altogether the new automobiles. No money is allocated for equip- 
ment other than that. Because of the reduction we had for. 1956, 
in 1957 I have asked for a chance to replace some of the worn out 
equipment and furniture. 

Mr. Tuomas. Under project 10, for equipment, you jump from 
$1,200 to $8,000. The justification ‘states : 

Funds are included to resume a replacement program of moderate propor: 


tions, only equipment in poor condition well over the GSA age standard is 
included for replacement. 


What is that equipment ? 

Colonel Inirr. Some calculating machines, Addressograph ma- 
chines 

Mr. Tuomas. Let us go to project 20. On your “Equipment” item 
you jump from $5 56,250 in 1956 to $97 000 in 1957. Let us see what 
your justification is. It is on page 56. 

Colonel Inirr. Yes, sir. 

Mr. THomas (reading) : 





The appropriation for the first time since fiscal year 1950 made provision for 
the replacement of motor vehicles. Congress granted authority to purchase 30. 
The entire 09 “Equipment” account for fiscal year 1956 is represented by this 
purchase. The request for fiscal.year 1957 includes $57,000 for the purchase of 
19 automobiles and 19 station wagons. 


You got 30 last year and you want 38 this year. 


These are to replace vehicles which have long since passed the age and mileage 
criteria for replacement. * * * The remaining $40,000 is to replace equipment 
or furniture in poor condition. Such equipment has long passed the age require- 
ment for replacement by the General Services Administration. 


And so forth. 


By gradual replacement it is hoped to bring equipment up to a standard of 
suitable condition. 

What is this equipment / 

Colonel Iuirr. There, again, some of it is calculating machines. We 
do not have any bookkeeping machines any more, but there are such 
things as adding machines and also furniture. When we opened up 
our operations in 1948 we got largely used furniture, and as that stuff 
wears out we need money to replace it. 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND RECORDS 
MANAGEMENT 


Mr. Tuomas. We shall insert in the record at this point, page 21 
of the justifications, on the “Selective Service System, national admin- 
istration, planning, training, and records management.” That is in 
the District of Columbia. 
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(The information is as follows:) 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND REcORDS MANAGEMENT 


Project 10—Summary by objective classification 


| 1955 actual \1956estimated 1957 estimated 


ie Sr Gn ok eT ce eneedsacces eens an $1, 503, 422 $1, 564, 910 $1, 630, 200 
0}: Travel_.......-. ; CRAs ens edadodadeeaatatee oor 72, 985 72, 500 80, 000 
03 Transportation of things. .........-.--- ee | 7, 070 3, 000 10, 000 
04. Communication services: 
i. aint Mn annavwaden nanan oomangeuenen 27, 304 24, 000 24, 000 
I Ee 50 ek dss cc Seebnocucecemocesooeae | 28, 023 | 27, 250 27, 500 
i, Seen Gin ey OOF VIG gas os <5 oc cece ccc cc cc ccccoccces] 5, 901 8, 150 4, 500 
06 Printing and reproduction. ------.--- 7 i chomgeaea mains 15, 115 | 4, 000 4, 000 
07 Other contractual services_-—-...--...--- os Se 13, 274 12, 800 15, 000 
08 Supplies and materials_-_------- shipeg daha obeopebae nena 27, 577 | 20, 000 | 20, 000 
OD —TINOINE cos ss arse os vi cnn ce sccceccecececweewseewoosse | 3, 524 | 1, 200 | 8, 000 
15 Taxes and assessments. -.------ a a ad 1, 663 950 950 
I a ee chara 1, 705, 858 1, 738, 760 | 1, 824, 150 


Mr. Tuomas. We shall also insert in the record pages 22, 23 and 24 
of the justifications, showing the “Personal services, taxes and assess- 
ments,” and other objects of expense of the national headquarters. 

(The information is as follows :) 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND RECORDS MANAGEMENT 
Project 10 


The national headquarters is charged with the overall administration of the 
act, with the preparation of plans for future emergencies, with the designing and 
putting into effect a training program and with the management of records 
required to be kept. To perform these functions the national headquarters has 
been organized into offices and divisions, each subdivision being charged with 
certain responsibilities. 


01 Personal services: 


I i es ee $1, 508, 422 
pS ee ea Pi aE cal a 1, 564, 910 
sc sissies eaiaaaeesia csapaltas*i * hg OG, De 


In view of the new reserves program the number of positions to be filled in 
fiscal year 1957 have been put on the 1955 basis. The additional funds over this 
figure are to cover the statutory pay increases. 


15 Taxes and assessments: 


1955 actual_____ acca a $1, 163 
Se 950 
Nene nn nn nnn nn nn ne nee tendered beachbabe 50 


The decrease reflects the decreased number of employees covered by FICA 
from 1955 to 1956, no change from 1956 is anticipated in 1957. 


02 Travel: 


I Re a nN ee _. $72, 985 
a 72, 000 
RC ng 80, 000 


The request for administrative travel for fiscal year 1957 is increased by the 
amount of the per diem increase over the travel used in fiscal year 1955. Over 
60 percent of the funds required for travel are for use by officers not stationed 
at national headquarters but in the field—regional field officers, fiscal auditors 
and area medical officers. Because of the restriction of travel funds in fiscal 
year 1956 travel is curtailed below a point maintaining a good administrative 
position. 
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Travel by Office or Division 


| j 
1955 actual 





| 





| 1955 estimate | 1957 estimate 
| 

a aes images econ | $6, 466 $6, 800 $6, 600 
rr Lo cnunaeecucubanuen | 1, 539 | 1, 600 1, 700 
Office of Legislation, Liaison and Public Information. ----_-_--- eialetece shana 400 400 
he ge aga aap 5, 557 3, 000 6, 000 
Offices of Chict Pimaming Olfioer.. . - - . . . 5 2 2 oo e nce c cece 262 200 300 
Administrative Division. ----_- lain aD actin ies Gace pieseehipesinian 1, 477 1, 500 1, 600 
Communications and Records Division.................------ 20 100 100 
EERE LS A EELS EAA ELS SPRATT ES 2, 110 2, 200 2, 700 
A. embidesuabencaoseadeowbel 39, 263 40, 000 43, 000 
Fiscal and Procurement Division -_._-.............------- an 12, 812 13, 500 14, 500 
eb eeucacknesawecone 392 100 100 
ee Jocindennawnaneus = 324 300 400 
en ee .  sdnsinasoasnansenwessacs 2, 763 2, 800 2, 600 
ee a Ean as aies a telbepeee mnie euaieinte 72, 985 72, 500 80, 000 








03 Transportation of things: 


I a ia Se ore a to ee eee $7, 070 
I a an i ee ea ee ee 3, 000 
Ir renee 10, 000 


In view of the lack of funds for equipment in fiscal year 1956 the replacement 
program is suspended and therefore this account is substantially lower in 1956 
than 1955. In 1957 with the increase in the load because of the reserve program 
it is expected that the need will substantially increase due to initial forms and 
jacket distributions. 

O04 Communication services 


| | 
1955 actual |1956estimated|1957estimated 


| 
Penalty mail_-_-__---_- sceuaced edna etait $27, 304 $24, 000 $24, 000 
Ni cmaiimein ae I i a aaa | 28, 023 27, 250 27, 500 


The moderate advance in 1957 estimate is to take care of raise in basic rates 
of telephone service. 


05 Rents and utility service: 


SMIIIIINS goo is ou nncennncenobenamaat esl Sy toe $5, 901 
PE NRIIN ors eet cae eas ape ecco cae aimee 8, 15 
I el en een aleata iene Menai 4, 500 


Space rental has been entirely eliminated from our request for 1957. The 
amount shown is for equipment rental only, to make use of the 1953 1 percent 
sample study and the 1955 time cost study. 


06 Printing and reproduction : 


I a a $15, 115 
en a a a a ee 4, 000 
ON ie ie ee le eerie, atts ctelaat hanes 4, 000 


Some nonrecurring printing expense was met in fiscal year 1955. The re- 
quirements for fiscal year 1956 and 1957 are considered to be minimum require- 
ments. 


O07 Other contractual services: 


I Fe ee 2 een ona $13, 274 
I I. oiisisit é diicisntct ctadestd ath idaiczeiiaisased<iest 12, 800 
RSE Is i. bccais. dkncds-dchd- cu e-~Gandsew~slsnstis cnypoid-du 15, 000 


It is anticipated that General Services Administration motor pool will be in 
operation for all of fiscal year 1957 and cost of motor transportation will be met 
out of this .07 account. 


OS Supplies and materials: 


a te $26, 182 
I ate ciael cm ts ech races aeaabian eases 27, 577 
I aI a eke ae 20, 000 


SU cn annie ines inca angel elles ba leaadlcacee 20, 000 
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The unit cost of supplies continue to increase, in the face of this our 1956 
appropriation was cut. The savings on gas and oil, due to motor pool, it is antici- 
pated will permit us to purchase supplies for general purposes. 


09 Equipment: 


teal aac IE Se SAE Nie acct OE OE README, LIES ESET $3, 524 
Nee nn ean teganei eee ieee eet tte 1, 200 
ne ete iehdater ny amid assed 8, 000 


Funds are included to resume a replacement program of moderate proportions, 
only equipment in poor condition well over the GSA age standard is included for 
replacement. 


STaTE ADMINISTRATION, PLANNING, TRAINING, AND Recorps SERVICING 


Mr. Tuomas. We will insert in the record at this point page 26 of 
the justifications, with regard to the State Administration, Planning, 
Training, and Records Servicing, project 20. 

(The information is as follows :) 


STaTE ADMINISTRATION, PLANNING, TRAINING, AND RECORDS SERVICING 


Project 20—Summary by objective classification 


1955 actual | 1956estimate | 1957 estimate 





ee ee ee seein $5, 720, 474 $5, 498, 281 $5, 780, 000 
OR lalate eee as 105, 708 116, 780 165, 000 
eT nec adsansbhebawst 13, 100 7, 000 7,000 
04 Communication services: | 
A Re on oe... ec tbbaelabcapeebeeth wee 58, 405 57, 104 65, 000 
el = oe aa 105, 307 101, 650 110, 000 
GO Teme ane Ueilee elrvilte.............--......625n--- es. | 32, 116 33, 935 18, 000 
06 Printing and reproduction_-.....................--- ii 9, 308 | 7,000 | 7, 000 
07 Other contractual services... ............-.....-.--.. wa 58, 940 | 51, 360 | 60, 000 
08 Supplies and materials_............................ ; 60, 648 | 47, 460 | 60, 000 
Ce a eg Ee Tn cmubbuseenckata 38, 406 56, 250 | 97, 000 
15 Taxes and assessments.-_-_...........--.- ibbneiheethineted 13, 977 | 14, 320 | 15, 000 
Fe wees or 6, 216, 389 | 5, 991, 140 6, 384, 000 


Mr. THomas. We shall insert in the record at this point pages 27, 28, 
and 29 of the justifications, relating to State headquarters. 
(The information is as follows:) 


STATE ADMINISTRATION, PLANNING, TRAINING, AND RECORDS SERVICING 
Project 20 


The Universal Military Training and Service Act of 1951, as amended, in 
section 10 (a) (2), requires the establishment of at least one State headquarters 
in each State, Territory, and possession of the United States. There have been 
established 56 such headquarters. The function of State headquarters is to 
administer the act within the respective States in compliance with the law, 
regulations and directives of national headquarters. In general, the primary 
administration and responsibilities of each State headquarters are as follows: 

1. To establish and maintain local boards and appeal boards including 
arranging for office space, office equipment, securing competent personnel, and 
the selection for recommendation by the governor of potential local board 
and appeal board members for either original appointment or as replace- 
ments for members lost. 

2. To inform and instruct new local and appeal board members and clerks 
in the existing regulations, policies, and administrative procedures; then to 
continually inform and instruct local and appeal board members and clerks 
concerning local manpower situations and changes in regulations, policies, 
and administrative procedures. 

3. To allocate calls to the local boards within the State on the basis of 
availability and quotas established from records of manpower available for 
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service and those already in the service. To do this records must be main- 
tained of men available for service, men already delivered for service, men 
deferred in all classes and credits to the various communities for men in the 
armed services. Records must also be maintained to insure the deferment 
of men needed in agriculture, industry, and the national health, safety, and 
interest. Such problems vary in the several States. To know the needs 
of agriculture, industry, etec., it is necessary that close liaison be maintained 
between the State headquarters and these various fields of employment. 

4. To allocate funds received and operate within the fiscal limitations so 
established. To pay all liabilities incurred by both State headquarters and 
the local boards within the State. To process all personnel appointment 
papers. To arrange for the most economical method of transportation for 
registrants and arrange for delivery of men to the examining and induction 
stations in numbers not exceeding the daily capacity of the station. This 
may only be accomplished by the proper coordinating of schedules with the 
Armed Forces and the assigning of delivery dates to the various local boards. 

5. To act as custodian and servicing agent of records. There are 54 
Federal record depots in which are housed some records of World War II 
operation. The work of the depot consists of (1) answering requests for 
information, (2) the servicing of records, and (3) the destruction of records 
when authorized. 

These are only a few of the responsibilities of State headquarters but they 
point out the necessity for central administration within the State and the 
reasons why the operations of the local boards must be coordinated to insure a 
successful accomplishment of the mission assigned. 

In addition to the function of administration the States are also charged 
with planning and training. Such functions, on a State level, are an integral 
part of the planning and training programs carried on at national headquarters 
but are in no way a duplication. The State director is responsible for man- 
power procurement planning in general conformity with the national program 
as adapted to the unique problems within his State. Each State is required to 
maintain and keep current a plan for the operation of the State headquarters 
and local and appeal boards in event of a catastrophe, including cooperative 
planning with adjoining States. Each State is also required to maintain a 
plan for an all-out emergency expansion. The number and location of the 
additional local boards, which would be required under such an emergency, have 
been established, lists of potential local board members are maintained, records 
of present registrants are so numbered that should expansion become necessary 
the records to be transferred to any particular local board are readily identi- 
fiable. While the basic idea for such planning may be done at national head- 
quarters, such detailed planning as outlined above must of necessity be done 
within the State. Plans of this nature, to be of value, must be continually 
reviewed in light of changing conditions. Relations must he established by 
the State director with all users of manpower within his State gaining full 
insight into their problems and requirements. It should not be disregarded 
that it is not only the responsibility of the Selective Service System to sunnly 
men to the Armed Forces, but it is also the System’s responsibility to defer 
men if necessary for industry and agriculture so that work essential to the 
war effort and for the national health, safety and interest will not be impaired. 
The State director, under the general direction and supervision of the Director 
of Selective Service, is also responsible for the development, organization and 
maintenance of a fully adequate program of training to provide a reserve of 
officers and civilians who will be able and willing to fill a position in the 
System should it become necessary to expand. 


REGISTRATION, CLASSIFICATION AND INDUCTION 


Mr. Tuomas. Going over to project 30, we will insert in the record 
page 37 of the justifications, relating to “Registration, classification 
and induction.” These are the local boards. 
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(The information is as follows :) 


REGISTRATION, CLASSIFICATION, AND INDUCTION 


Project 30—Summary by objective classification 





—— 1956 esti- 1957 esti- 
1955 actual mated mated 

01 Personal services----- | $15, 365, 675 $16,348,000 , $16, 660, 050 
02 Travel: 

Administrative travel_._..__._- ae ee 423, 576 | 541, 600 | 475, 000 

Selectee travel ca 1, 520, 883 2, 161, 300 1, 936, 000 
08 Transportation of things #z E 45, 775 29, 000 35, 000 
04 Communication services: | 

Penalty mail_-__. ; ; ; aoe 384, 929 | 380, 572 385, 000 

Other___- : : : 396, 282 | 397, 900 | 450, 000 
05 Rents and utility services __. ene ee 72, 706 95, 328 45, 000 
06 Printing and reproduction ssabddbssendansmadiniiian 73, 497 75, 000 100, 000 
07 Other contractual services al eatnciencades 243, 068 216, 870 220, 000 
08 Supplies and materials__.__- bosmeciinteaees : 111, 186 | 80, 000 100, 000 
09 Equipment_-_-_-_-. : a oe mE a a a a as 56, 263 |....- 50, 000 
15 Taxes and assessments_-- ; Rae ee 187, 782 130, 730 130, 000 


II | 18,881,622 | 20, 456, 300 | 20, 586, 050 





Mr. Tuomas. We shall also insert in the record pages 38 through 45 
of the justifications. 
(The information is as follows:) 


REGISTRATION, CLASSIFICATION, AND INDUCTION 
Project 30 


The Selective Service System, operating under the provisions of the Universal 
Military Training and Service Act, as amended, exists for the primary purpose 
of making possible the most effective utilization of the manpower resources of 
the United States. The accomplishment of this mission requires varied and 
sundry functions, the most important of which are registration, classification, 
selection, and delivery for induction of the male citizens of the United States 
who by age are subject to the requirements contained in the act. 

The above functions are carried on in the local boards which are composed of 
little groups of neighbors on whom is placed the responsibility to determine who 
is to serve the Nation in the Armed Forces and who is to serve in industry, agri- 
culture, and other deferred classifications. These members of the local boards 
serve in an uncompensated capacity and are assisted by other uncompensated 
citizens known as advisers to registrants, Government appeal agents, and medi- 
cal advisers, totaling in all over 41,000. The function of classification in certain 
cases is carried over to the State appeal boards whose members are also uncom- 
pensated citizens of the communities they represent and at present number nearly 
600. To assist these 42,000 uncompensated citizens in the performance of their 
duties, it is necessary to provide clerical help, space, supplies, etec., which are the 
supporting facts for this portion of the budget estimate. 

In studying the fund requirements for project 30, it is most necessary that 
full realization must be secured of the unique use by the Selective Service Sys- 
tem of the services of some 42,000 uncompensated citizens who under the law 
make the classification and selection of those who are to serve in the Armed 
Forces and select those whose military obligation is to be postponed in support 
of the national health, safety, or interest. There are 4,011 local and appeal 
boards at which these people serve giving the necessary part of their time to serve 
the Nation with realization of such service being their only reward. To retain 
that service, it is a fundamental precept that adequate clerical assistance must 
be furnished. 

One of the problems with which local boards are faced is the new responsibil- 
ity for passing on the availability of members of the Standby Reserve. Selective 
Service is only able to estimate what the load wil be but this justification is based 
upon 250,000 to come into the Standby Reserve in fiscal year 1957 at a cost of 
entering and handling each case at $3.20, a total of $800,000. This cost is divided 
largely between State headquarters and local boards. 








a 


Slr mine one 


Re i ane 


6 alli Ae ete eae BO 


a Tee 


01 Personal services: 


i tina ean ta wi cacheable acids $15, 365, 675 
Re ON ik ciennccintiinighiitalaihiaiaimmdinibmidme ict 16, 384, 000 
Re aise ik sein Hircaridietbcilicintn ected 16, 348, 000 


The bulk of the additional costs for the new Reserve program will of course 


accrue to the largest proportion item—‘Personal services.” ‘This request for 
1957 reflects this situation. 


15 Taxes and assessments: 


I a aces nadine dnneadnsudc pease $187, 782 
ey RE os Sh ee ci, ees ot ee 130, 730 
INN ca ea ceeienlnasenetn Diba he A EMED 130, 000 


Although the local and appeal board clerks are not under the Classification 
Act, many have acquired status and are now under Civil Service Retirement. 
The estimates are based on those still without status. 

02 Travel: 
Administrative travel: 


SE: 52 eaiaias ponte ibd Gaemecdas aera ann $423, 576 
I all as alice eats cermin acen seme becerenn Ol 541, 600 
I rn te a eee re sg ee 475, 000 


Included in this travel is the reimbursement of travel of local board and appeal 
board members as authorized, local board auditors, itinerant local board clerks 
required to service local boards with one clerk when required by emergency or 
annual leave and to pay for travel of clerks as required by court subpenas. 
Court subpenas and reimbursement of local board and appeal board members 
are on the increase. The amount requested reflects this condition. It also, 
to a small extent, reflects the higher per diem allowance. 

Selectee travel.—The selectee travel necessary to provide for the induction of 


175,000 men using the latest 12-month average rejection rates has been esti- 
mated on the following basis: 


Estimated cost of selectee travel for fiscal year 1957 


| 




















j | 
| Number Cost each Amount 
| | = 
| 
Number to be forwarded for Armed Forces physical examina- | 
tion__. ihe : : he 425, 128 | 1 $3.77 $1, 602, 732 
Mental and physical rejections at Armed Forces PIE (40.29 
PURDUE) << 5+ 05<--- Sip eo mon epnennces Sibel eae Seater RNa OBIE Mipnss ooh n sed sehndennseseaee 
Number put in class I-A examined and acceptable__.---..--- SRN stints. tee e 
i 
scatliaaiall | -ebinineennieenemiania 
Losses by enlistment and reclassification (25 percent)...------ 63, 461 i Snore exw uanicnee 
Number to be forwarded for induction.--_.........------.--- | 190, 383 | $1. 75 | 333, 170 
Rejected at induction station (8.08 percent) _-......-----.-- , 15, 383 | nie < Pein dbase an dews 
penay aor Sees Poe (We. ets. 2- 
| — 
i iO le ea Steaks ars idan dhl ds Sib al gdp elielecttdhan Del SE = lang dali 1, 935, 902 


1 2 1-way trips at $1.75 each plus 27 cents for meal and lodging tickets. 


03 Transportation of things: 


eae Staal $45, 775 
Ii eee 29, 000 
I ea tl a eee iia ate eaaeieiae 35, 000 


With the destruction of World War II records, file cases became available and 
purchases were held off and the stock then shipped in quantity sufficient to take 
eare of 1956 needs. The increase in fiscal year 1957 is due to the replacement 
program. 


04 Communication service: 
Penalty mail: 


I a aed oe $384, 929 
I erie tavapenatiaarimeaaian 380, 572 


I a a i as otic ened ia 410, 000 
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Low calls in 1956 account for the drop in requirements. The reserve program 
will increase this item. 


Other: 
ee ee ee 


1956 estimated 
1957 estimated 


_..._. $396, 282 
al 397,900 
ac cida 425, 000 
Telephone expenses represent 96 percent of this cost. As basic telephone rates 
increase so do the requirements. The new Reserve program will likewise increase 
the costs. 


05 Rents and utility services : 
I ee 
1956 estimated__ 
1957 estimated 


iene acne oredr $72, 706 
wanamneian cme” Cees 
i kee i 


The amount requested is based on the current costs of rent paid by Selective 
Service, in the Territories where General Services Administration does not oper- 
ate. All other space rent is to be paid by General Services Administration. 


06 Printing and reproduction : 
1955 actual ; iat senses, Say ee 
oes an sehen ct oe ieee orcommencwene 75, OOO 
cea eb aivanes one ovahiiasi want aunearhlapaione _--- 100, 000 


In fiscal year 1957 the large supply acquired in 1948 of form 101 (cover sheets) 
will be exhausted. It is estimated that the annual requirement will increase 
printing costs by $25,000. This will be an annually recurrent expense. 


O7 Other contractual services : 
ta i 62 oe ,, SS 
I ow recnehiclnplanebn de . 216, 870 
ce miipreticpc aioe calc ch 


It is expected that equipment replacement will help keep this figure down. 


OS Supplies and materials: 
a a anes apaiicinananimalhabreainetab ean epsitileellechuaiaatitl $111, 186 
I pci iceienbiline SO, 000 
I aicioiss itch _.. 100, 000 
The low allocation for 1956 will result in an increase to replenish stocks in 
1957. 


09 Equipment: 
I a sienna 
A a rs eens ie wots : Se 
I so eee uduagpsoecensbchaneabiabiosiininre anced _. 50,000 


When the Selective Service System was reactivated in fiscal year 1949, sub- 
stantial surplus stocks of furniture and equipment were held by the Federal 
Government and much of the initial equipment secured was used equipment 
and some in poor condition. Since the expansion due to the Korean operation 
in fiscal year 1951, as equipment became unusable, it has been replaced. Each 
year the expanding files of registrants in local boards require appre=‘mately 
1,200 additional four-drawer file cabinets. A substantial part of this need has 
been met by the file reduction of records of the 1940-46 operation. The de- 
struction of the bulk of the World War II records which was authorized late 
in fiscal year 1955, has released and we have retained for the present operation 
sufficient file cases for both fiscal years 1956 and 1957. The amount requested is 
for the replacement of old and worn-out furniture and equipment. 


. $56, 263 


NATIONAL ApvisoRY COMMITTEE ON THE SELECTION OF PHYSICIANS. 
Dentists AND ALLIED SPECIALISTS 


Mr. Tuomas. We shall insert in the record at this point page 46 of 
the justification, covering project 40-A, on the National Advisory 
Committee on the Selection of Physicians, Dentists, and Allied Spe- 
cialists. Weshall also insert page 47. 
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(The information is as follows :) 


NATIONAL ApvisoRY COMMITTEE ON THE SELECTION OF PuHysICIANS, DENTISTs, 
AND ALLIED SPECIALISTS 


Project 40-A—Summary of object classification 


1956 esti- 1957 esti- 


= — a 











| 
1955 actual | “mated mated 
— a | ‘eaten ena 
Pe IG cei cctertetcecneccsacice eS pe eee $120, 550 | $135, 800 $135, 800 
03- Travel....... ee ae isalecieatciitacdidleeada 13, 629 30, 000 30, 000 
03 Transportation of MRNRMRR ae ow Stern onic hs ee one ae 64 100 | 100 
04 Communication services: | | 
I een Ls | 2,000 | 2, 000 
a aaa ithe teiciincoeretaniendpheatiiee , 482 | 8, 000 8, 000 
O56 Bemis endl rely aerwiees_.g - occ. wo esos cn ss tk... sitet stadia Aidt h ith boddbistinbbiindhaeknss< 
06 Printing and reproduction.__.....-. sechineibeciiase nisin diaaiseieacina oie 284 | 400 400 
OT Otiner Goleivantues eorviess. ....-......--...- 672 | 700 700 
OS Hemies a... oe a | 1, 560 | 1, 500 1, 500 
a dakdcnousaadewen 220 | 300 300 
Be ere eee 1, 198 | 1, 200 1, 200 
Total obligations._........... al aD all heel 147, 444 180, 000 180, 000 


SELECTIVE SERVICE SYSTEM, FiscaL YEAR 1957—NATIONAL ADVISORY COMMITTEE ON 
THE SELECTION OF PHYSICIANS, DENTISTS, AND ALLIED SPECIALISTS 


Project 40-A 


The President, by Executive Order No. 10166, dated October 4, 1950, established 
the National Advisory Committee on the Selection of Physicians, Dentists, and 
Allied Specialists. This Committee is composed of eight members. There are 
also committees and committee chairmen in each State, the cities of New York, 
Los Angeles, and the District of Columbia, with advisory members of local com- 
mittees in various counties and districts in each State. There is a national 
office and 51 field offices. 

The continuing need of the Armed Forces has caused Congress to reenact 
the provision of the Universal Military Training and Service Act which provided 
for the draft of physicians, dentists, and allied specialists. The amount re- 
quested is the same as that appropriated in fiscal year 1956. 

The funds are appropriated to selective service for the use of this committee. 


NATIONAL SELECTIVE SERVICE APPEAL Boarp 


Mr. Tuomas. With regard to project 40—B, the National Selective 
Service Appeal Board, which sits in the District of Columbia, we 
shall insert in the record pages 48 and 49 of the justifications, which 
includes the explanatory language. 


saith ri enti 
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(The information is as follows :) 
NATIONAL SELECTIVE SERVICE APPEAL Boarp 


Project rer nneenee by eau Tene 


tL 





‘ a) | 1956 esti- 1957 esti- 

1955 actual mated | mated 
01 Personal services...............---- aici eaietie atest $61, 650 | $63, 390 | $69, 190 
CR A Snkctncednasavadinbstcgiiepansbaessandeane 990 | 3, 875 | 3, 875 
03 Transportation of things. ......-.-..-------- Mass anaeh -anine Midcuk s cueeeeed 100 100 

04 Communication services: | 

as cit cn cada a einen ewan hidigowin | 77 | 100 100 
ee Res don nicn abide te dopiebincan sb «45665 oda ‘ 837 | 900 900 

05 Rents and utility services._...........-..--.-- Saaiinns Dis create : <t : 
06 Printing and reproduction...-...................-...-.--- 73 100 | 100 
07 Other contractual services- ---_.......--.-.-- ' tl 82 | 155 155 
08 Supplies and materials...................-......-----.---- 184 | 500 | 500 
OD. EINE nie 5 5 sn op occlnh op orem nn senses ese~ apis ce ctiainina Gane -| 500 500 
SD EE. onc ddntincceteewegnnsecantesdeces- 319 | 380 380 
el 55... SR pannedidetewsnesaustadibendeb | 64, 212 | 70, 000 | 75, 800 





NATIONAL SELECTIVE SERVICE APPEAL BOARD, FiscAL YEAR 1957 
Project 40-B 


The President by Executive Order No. 9988, dated August 20, 1948, as amended 
created and established the National Selective Service Appeal Board. This 
Board is composed of three members and has been delegated the power author- 
ized the President to determine all claims or questions with respect to inclusion 
for, or exemption or deferment from training and service under the Universal 
Military Training and Service Act, as amended, and its determination is final. 

An appeal to the President (National Selective Service Appeal Board) may be 
taken by the Director of Selective Service; by a State director of selective serv- 
ice; or, in case of a decision by a State appeal board wherein one or more mem- 
bers dissented, appeal may be made to the President by the registrant, his em- 
ployer, or his dependents. The National Board may take jurisdiction of any 
case upon its own motion. 

To accomplish the processing of appeals, it is estimated there will be needed 
in addition to the 3 Board members a total of 8 employees. Board members are 
employed on a w. a. e. basis and paid at the salary rate of GS-15. It is estimated 
they will be employed 68 percent of the time. 

The request for fiscal year 1957 is for the same amount as that appropriated 
in fiscal year 1956. 


REASONS FOR INCREASE IN WORKLOAD 


Mr. Evins. General Hershey, the emergency is over and ordinarily 
we would expect a decline in the workload for the Selective Service 
System had it not been, we will say, for the new Reserve Forces Act; 
is that right ? 

General Hersury. That and the doctor draft, yes. 


BUDGET INCREASE DUE TO RESERVE FORCES ACT AND DOCTOR DRAFT 


Mr. Evins. How much of the increase asked for in the budget for 
1957 is due to the doctor draft and the Reserve Forces Act ? 

General Hersuery. Our increase does not amount to the total in- 
crease in costs on account of those two acts because we have some sav- 
ings in other items. 

Mr. Evins. If it had not been for those two acts you would have 
had a smaller workload ? 

General Hersuey. Yes. 
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Mr. Evins. How much of the increase would you say is due to those 
two acts / 

General Hersuey. $800,000 is immediately identifiable as due to the 
Standby Reserve. 

Mr. Evins. $800,000 ? 

General Hersuey. Yes; $800,000 is what was allowed under the 
Standby Reserve. That was not attributable, I do not think, in any 
was to the Ready Reserve or the doctor draft. 


DUTIES UNDER RESERVE FORCES ACT 


Mr. Evrns. Your duties under the Reserve Forces Act are largely 
recordkeeping and management, are they not? 

General HersHey. Approximately I think that is true. You would 
keep records that you may either induct a man that is unsatisfactory 
or declare a man available in time of mobilization. 

Mr. Evins. If a man is in the Reserve forces the Army or Navy or 
Air Force calls him up? 

General Hersury. No: that is not quite true, because Congress 
said they could not call him up if he is a Standby Revervist until the 
Selective Service System declares him available. 

Mr. Evins. Your duties are largely those of recordkeeping and 
advice ? 

General Hersuery. I would settle for “advice” but it is advice they 
have to take. 

Mr. Evins. You have nothing to do with their calling him? 

General Hersuey. Except deciding if they can call him. 

Mr. Evins. You take the burden off the Defense Department to 
find out whether he can be called ? 

General Hersury. When he is a standby reservist the Defense 
Department is not very much bothered because he is not taking training 
unless he does it voluntarily. We are in the insurance business, 
because if we are going to exercise our responsibility in mobilization 
we have to be ready daily to exercise it. If we waited until mobiliza- 
tion came and tried to find their locations after mobilization came, 
there would be so much chaos we do not think we could do it. 

Mr. Evrns. You estimate that $800,000, or nearly $1 million, of the 
budget increase is due to these two acts? 

General Hersney. Yes. 


j COMPARISON OF 1957 BUDGET WITH PREVIOUS PEACETIME YEARS 


Mr. Evins. How does this budget compare with other peacetime 
years for selective service ? 

General Hersuey. I do not like to beg the question, but it would 
help me a little bit if I knew what years were peacetime. 

Mr. Evins. I mean when we were not engaged in a hot war. 

General Hersuey. If you go back to 1949, obviously this budget 
is larger than it was then, when the reduction proved to be a mistake 
because our agency, when we suddenly found Korea upon us, had to 
start trying to build an organization. We had cut our local boards so 
that 40 percent of them were only open 1 day a week. So when on “a 
came on us I found myself with no boards, no mail answered, 1 
sediebennia. So obviously we were in a tough spot. 
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Mr. Evins. I think you are doing a splendid job, General Hershey, 
and I think our committee feels that you are performing your duties 
well but it strikes me as singular that here we are in peacetime and 
your budget continues to increase. 

General Hersury. Yes, but Congress continues giving me more 
responsibilities, and if they are going to give me more responsibili- 
ties they should give me some means of carrying them out. Congress 
did not even say the President may delegate it to the Selective Service 
System, and they did not even say the Selective Service System; they 
said the Director of the Selective Service System. 

Mr. Tuomas. That is right. It bypassed the local boards and went 
right to the general. Off the record. 

(Discussion off the record.) 


APPEALS AND FINAL DECISIONS 


Mr. Evins. General, under the old act that you administered and 
the new acts which you are charged with certain duties of enforce- 
ment, who makes the final decisions, the administrative or the local 
boards ? 

General Hersury. Under the old act the Congress delegated to 
the local boards, subject to such procedures as might be provided by 
Executive order, final decision by the local board. Unless there were 
appeals, the Congress said the decision of the local board was final. 

Mr. Tuomas. And you could only appeal on questions of law and 
not on questions of judgment or jurisdiction. 

General Hersury. The appeal jurisdiction was reasonably free 
but the courts have always held that because the Congress said the 
decisions of the local board were final, that it meant something. 

In this particular thing the Congress set up the Director as the 
veto power to be added to their power. First they jealously kept the 
ordering of Standby Reserves in their hands, then they cannot go 
until the Director of Selective Service declares the man available. 

But the Director of Selective Service knows the only reason he 
lives is because of the local boards and he is hastening to delegate to 
them the decision. Obviously he cannot dodge his responsibility and 
every man must have the right to appeal to the Director of Selective 
Service because that is what I think Congress said, but for those 
who are satisfied with what the local board says, that will still be 
in effect but that is by delegation. 

Mr. Evins. In other words, you are following the same procedure 
as to the Reserve Forces Act as you did under the Selective Service 
Act, you are letting the local boards made the decision; and if there 
is no appeal, that is it? 

General Hrersuey. That is right. 


SELECTION OF CLERKS TO LOCAL BOARDS 


Mr. Botanp. Are the clerks to the local boards unclassified ? 

General Hersuey. Yes. 

Mr. Botanp. How are they selected ? 

General Hersury. Within the areas of hiring, the Director of 
Selective Service in the State has 3 or 5 local board unpaid people to 
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live with, and one of the ways he lives with them is to try to provide 
them with a satisfactory clerk. I am very happy to say we wad to 
hire some, but the devotion the local board clerks have given is a little 
more than can be expected, because they have waged with us many 
times when the pay differential was against us; but they have had 
a peculiar devotion to the System which has been a large factor in 
making them stay with us. 











LOCAL BOARD MEMBERSHIPS 


Mr. Botanp. Have the local boards had difficulty in maintaining 
memberships ? 

General Hersuey. I would say yes, there have been difficulties, but 
we solve them. I suppose that is a flattering thing to say. I cannot 
account for the willingness of people to w ork for nothing where there 
was no possible gain. ~ Yet the local board members at times get upset 
for many reasons, a lot of times because they do not like what the 
State Department does or something, then they get out, but by and 
Jarge it is remarkable the way they stay. 

We are in a peculiar position, the harder the job, the easier it is to 
get competent people to do the job, and the easier the job is the harder 
it is to get competent people for that job. I think the challenge of 
the Reserve business is going to get a reaction because they will feel, 

“Here is something worth doing.” It is easy to hire a man when he 
believes what he does is worth doing. 

Mr. Botanp. I think it is true that the service of the local board 
members has been remarkable. 

















TRAINING COMMISSION 





COOPERATION WITH NATIONAL SECURITY 








Mr. Tomas. What about the National Security Training Commis- 
sion? I understand it is a help to the National Selective Service 
: System. 
General Hersury. I am sure the chairman is right. 
Mr. Tuomas. Will you spell out the assistance ‘they render to your 
organizi ition, General Hershey, please ? 
Genera! Hersury. Perh: aps I have gotten myself in an unfortunate 
position. They were set up originally to do a great many things in 
the administration of an act that was never administered in a way 
some people thought it was going to be, and I think Congress last year 
continued that Commission for the good they could do the Armed 
Forces in advising them as to certain factors with which I am not 
entirely familiar, “but the fact Congress continued them made me 
believe there must be a good reason for it because I know Congress 
does not do anything without having a good reason for it. 
Mr. Tuomas. How nice of you to say that. To get back to the 
original question, what services do they render your organization ? 
General Hersury. They do not render any services to us. 
Mr. Tuomas. They do not ? 
General Hersuey. Of course we are all citizens and whatever they 
do for the benefit of the whole we benefit by. 
Mr. Tuomas. What do they do for the benefit of the whole, General ? 
General Hersney. I am nonofficial there. 
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Mr. THomas. They do not do your organization any good, is that 
right ? rt 

General Hersuey. They have no functions with us. They probably: 
do not do us any hurt either. We helped them out when they ran 
out of money a couple years ago. 

Mr. Tuomas. What service did they render for this money you 
turned over to them ¢ 

General Hersury. They did not render any services for us. 


TIME OF INDUCTION FOR SELECTEES 


Mr. Puiurrs. General Hershey, you raised a point about these boys 
being sent for examination then sent back for 21 days under the law 
and then, if inducted any time in the future, being sent back again. 
Taking the reverse, does the law permit them to go in earlier ¢ 

General Hersury. Yes. We have generally, ~ unless there was a 
question about his physical condition, tried to save money by sending 
him only once. 

Mr. Puiuires. Has it worked well ? 

General Hersuey. I imagine 50 or 60 percent of those we took over 
a period were volunteers. They are not so plentiful now. There 
was a time when men could not get in by volunteering because other 
men had volunteered before them. That condition is not as prevalent 
as it was 6 months ago. 


READINESS FOR MOBILIZATION 


Mr. Puriires. You made another statement which interests me that 
“every day is mobilization day” and that you run your Selective Serv- 
ice System with the objective of being ready, any day that you might 
be called upon for people, to supply the armed services with people 
who are actually eligible for induction at that time. 

How do you do that mechanically? Do you actually mean that 
from one day to the next you would have a difference in individuals ? 

General Hersury. Let me first settle the problem of the reservists. 
Remember what I said about the reservists is in the future. 

Mr. Puuuirs. I realize that. 

General Hersuery. In the past I have had the problem since 1948 
many times of no inductions, sometimes low inductions, and at times 
as high as 80,000, which was not high in World War II days. 

What we try to do is have enough 1—A’s so that we can always 
have them physically examined, and secondly, have enough physic: all Vv 
examined to meet at least four times any call we are going to get. 
It ought to be six times. I can understand you would wonder w hy we 
need so many, but with a rejection rate of 30 or 40 percent and in some 
areas larger, if you have just enough you do not have enough. 

Then there are postponements due’ to sickness and other things, 
and you have those on your hands, So we are carrying far too much 
cash. Cash is a man who has been physic ally examined and acce pted. 
One of the weaknesses of our present system is too much cash. but 
we got that when we had larger calls. 

Then the Navy came along, rather unexpectedly, and took 20,000 
in November and December of last year and 10,000 more in March— 


30,000 is not a lot, but it is a lot if you do not have enough people 
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physically examined. So I have to tell the local board members that 
we have to be ready to induct from zero to 300,000 or 400,000. I have 
lived long enough that no matter what kind of an emergency it is 
I feel I can move men for the first 18 months faster than anyone can 
accept and outfit them. Then we run into another problem, that of 
equipment. So it is a question of reasonable preparedness and’ to 
keep your preparedness in the minds of your local boards and clerks 
and administrators so that whatever the situation is they do not try 
to operate with small numbers. The thing I fear above all others is 
an atttiude of mind that a man gets into where he examines so care- 
fully every man when only a few are going in each month, and then 
overnight when a larger number comes in he cannot go through all 
the niceties. They have to keep an attitude of mind of being fluid. 


PERCENTAGE OF COST PER FUNCTION OF SELECTIVE SERVICE SYSTEM 


Mr. Prius. In your initial statement you gave a certain number 
of percentages on time consumption. I believe you said 13 percent is 
devoted to the overall operation of your organization ? 

General Hersuey. Yes. 

Mr. Puiruirs. Have you ever translated that into cost? 

General Hersney. Cost in money? 

Mr. Puiuuirs. Yes. 

General Herstrey. We could multiply that by $30 million. 

Mr. Puriiies. The same percentage ? 

General Hersney. I think so. 

Mr. Puiriirs. It seemed high for the overhead. 

General Hersury. When you speak of overhead, all the things we 
do for other agencies get charged to administration, and it is not our 
administration. We have repeatedly done a great many things in 
advice from our local boards and our State headquarters as to whether 
a registrant should be discharged after he got in. We have had things 
having to do with doctors after they were commissioned. All of that 
we have to charge against administration because that is about the only 
way that we have our classification setup. 


INCREASE IN BIRTHRATE 


Mr. Primurps.' You made another statement in the same preliminary 
comments that I would like you to enlarge upon a little. You said 
that the birthrate 18 years ago was greater than the birth rate 20 
years ago. 

General HersHey. Yes. 

Mr. Puiniies. And you used that as a comparison for the reason 
it is greater today. Do you mean just in the normal increase in 
population ? 

General Hrreuey. In the 1920’s we got up to the point we had 
1,200.000 males born a vear. In the 1930’s we had a little less than 
1 million males born each year. That stayed down until about 1937 
or 1938 when it began to come up feebly, and by 1940 and 1941 we 
were well up and kept going up until now we have about 2 million 
males born a year. 

In the old days in the War Department I could have on the cuff 
100,000 a month. But, while that is about true now again, yet each 
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year that will become untrue because it will go to 1.2 million, 1.3 


million, 1.5 million, and in 15 or 20 years from now we will have an 
intake of registrants presumably of about 2 million a year. 


INCREASE IN PERSONAL SERVICES 


Mr. Pups. Turn to page 8 of the green sheets. You show an 
increase in permanent positions from 6,000 in 1956 to 6,017 in 1957, 
whereas there was a decrease from 6,350 in 1955 to 6,000 in 1956. In 
the full-time equivalent of all other positions, you show an increase 
from 730 in 1955 to 785 in 1956 and 820 in 1957. 

I think perhaps a word of explanation would be in order as to why 
there was a drop from 6,360 in 1955 to 6,000 in 1956 in permanent 
positions and then a rise to 6,017 in 1957, and there has been this 
continued rise in all other positions. What are “all other positions”? 

Colonel Inirr. The drop from 1955 to 1956 in the first line, “Total 
number of permanent positions,” was due to one reason, lack of money. 
The rise this year is to take care of a few people on this reserve pro- 
gram, and that will be largely in State headquarters or in some of the 
large local boards or group boards. The rest is for part-time em- 
ployees. 

Mr. Puitiies. Here or in the field? 

Colonel Inirr. In the field, largely. 

General Hersuery. They are all in the field. 

Colonel Inirr. That increase reflects the fact that the local boards 
will be the ones having more to do. There will be no more people 
occupying positions but a clerk may work 1 day more a month. 

Mr. Puiwures. Why do you think you are going to increase the 
equivalent of 35 days on these new duties ? 

Colonel Intrr. That would be 1 person for each 10 local boards. 

General Hersuey. If we have to classify 250,000 more people than 
we are classifying, we do feel we are going to have difficulty handling 
reserves that we did not handling registrants because it is a different 
proposition. The reservist feels he already has done what he should 
and why should he be pestered now to see if he is available in an 
emergency. He says the emergency is not here. So we are engaged in 
the rather awkward thing of keeping track of him, which is not easy. 
Keeping track of 14 million or 15 million has some problems. I am 
supposed to know each day if he is available or if he is not. Who is 
going to do the work? Somebody in the local board. In Angola, Ind., 
my hometown, the clerk got by with 3 days a week. Now it is a ques- 
tion whether we can take care of the Reserves without an extra day. 
Angola is not a large town, I am sorry to say. 


RENTAL OF SPACE 


Mr. Puitiirs. I am not sure about the rents. You implied GSA 
supplied you with certain space and you yourself rented some space. 

Colonel Inirr, Up to this time? 

Mr. Pures. That is what I am asking you. 

Colonel Inirr. Yes. 

Mr. Puinuirs. What about the future ? 

Colonel Itirr. In the past when we went from rent-free space to 
rent space we had to pick it up for the first year because it was stated 
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GSA did not pick it up in their budget. So each year we have in- 
cluded something for that loss. But we always were paying some 
rent. The present understanding is that they will budget on the basis 
of our estimate of what that will be in their budget. 
Mr. Prius. I think our clerk might make a note of that when 
GSA comes up. 
RECORD CENTERS 


About your record centers, this subcommittee, you may know by 
now, does not like duplication. Are you duplicating records now ? 

General Hersury. We have some of the records we have made since 
1948. We have the list of registrants and the registration cards for 
World War I, but in the last month—do you have any idea how many 
tons? I have no idea how many tons or how many feet of records 
we have emptied, but we have emptied all World War II books except 
the books carrying the list of registrants and the registration cards. 

Mr. Putures. You have turned them over to the Archives? 

General Hersuey. No; we still have them because we still get in- 
quiries as to John Jones. 

Mr. Putuiies. Of World War II? 

General Hersuey. Yes. We have destroyed all of what we call the 
jacket that had letters and so forth in it. But we still have the cards 
and the book that has the names of the people and their classifications, 
just their classifications. Those are held, if they are for World War 
II, in the record office of the headquarters operated in connection with 
the selective-service headquarters in the States. We stick pretty close 
to the State structure. Those who registered since 1948, you would 
have to go to the local boards for them because we are stil working 
on them. 

Mr. Vursetx. Do you happen to know how many World War I 
veterans there are still living? 

General Hersury. No. 

Mr. Puuiies. Two or three I know personally. 

Mr. Vurseix. There are several, I know that. 

I have no questions. I think the matter has been explored suffi- 
ciently to bring out not only some wit from the general, but to bring 
out the fact that he is on top of the job, knows what he is doing, and 
believes he had better follow out regulations and be prepared if an 
emergency does come. In other words, he does not want to be caught 
short. 

I want to congratulate you, General, for ling a good job. Some 
people want us to get back to normal too quickly. I think you are 
doing a fine job and I want to congratulate you on the answers you 
have given to the questions these men have wisely seen fit to ask you. 

Mr. Tuomas. Well said, Mr. Vursell. 


BUDGET REQUIREMENTS DUE TO RESERVE PROGRAM 


Mr. Ostertac. General, I understand a considerable part of your 
estimated budget is based on your requirements for your services in- 
volving the Reserve program; is that correct? 

General Hersney. Some $800,000 is all we can allocate to it. I have 
associated our work entirely with inductions and I have been trying 
to prove that unfortunately even to induct 600,000 per month the 
Congress has made it necessary for us to register 1.2 million to classify 
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that many and to do a great many other things even if we did not 
induct anybody. 

Mr. Osrertac. Is the budget estimate based on any contemplated 
change in the Reserve program or is it based on the laws as they 
exist today ? 

General Hersuey. I would like to be very frank about that. Ob- 
viously I was more upset and more alerted by Congress putting the 
responsibility on me than the Bureau of the Budget was. You can 
see how that would be. This does not represent all I think I have 
to do during 1957, but I think I would be willing to say this without 
fear of being criticized by this committee, that I have found more 
understanding here in the one approach than in the appearance I made 
at the other place. But this represented at least what they took of 
what I said. Obviously they were not as disturbed about my re- 
sponsibility as I was. Personally, I think 250,000 is very, very small. 
I think I will get 2 or 3 times that number. But 250,000 is what we 
are talking about. 

Mr. Osrertac. There has been some criticism of the Reserve pro- 
gram to the effect that it is not working, that it is falling somewhat 
flat. Certainly there must be some plan to improve it or to make it 
work, 

General Hersuey. I will be glad to speak to that. I am assuming 
the program will slowly gain momentum, and I repeat slowly, because 
if this program was going to come full blown into action I have not 
enough means to support it. But Congress has always been good 
enough to me that if it changes rapidly I could come back here and I 
believe they would help me out. 

I believe the Reserves will either slowly build up and be better or 
they will be back here, not to this Congress but the next one, and say, 
“We have to have more authority to put people in the Reserves and 
you have to give us more authority.” 

I believe it is better to implement the law that is on the books than 
to wait for a law that will be perfect. I figure if you take the law 
you have and do your best you can come back and say, “I have done 
the best I can and now I want some means of getting Reserves in by 
compulsion.” But I do not feel yet we have failed in getting them 
in by half compulsion. We have half compulsion now. 


ANTICIPATED NUMBER OF INDUCTEES 


Mr. Osrertac. Am I correct that you contemplate drafting ap- 
proximately 175,000 this coming year, during fnadl-your 1957? 

General HersHey. That is exactly the figure that the agency of 
Government that directs me has permitted me to estimate that we 
should have. My estimate initially was higher. 

Mr. Osrertac. That is what I was leading up to, whether or not 
your estimates are based on official word from the Defense Depart- 
ment as to their requirements. 

General Hersury. Remember the Defense Establishment is both a 
user and a provider of men. They have means of providing men too. 
Hence they have to say they are going to recruit more people than 
they will recruit because what they say they are going to recruit will 
determine the money they get, and if they fail to recruit that many 
I can furnish the difference. But I find myself always pleading for 
less people than I am going to furnish because my competitor builds 
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his budget for his recruiting. I do not blame him. I just state it 
as a fact. Therefore, the Department of Defense will always say, 
“We want X men but we will get most of them by recruiting,” and 
then they never do. They always ask less of us at budget time than 
at recruiting time. 

Mr. Osrertrac. Without a doubt there will be a lighter load so far 
as draft requirements in the foreseeable future are concerned. 


DEFERMENTS 


In that connection, do you broaden or extend your deferments or 
how do you determine, in the light of fewer men being called, those 
not to be called and those to be called? Is dependency a factor ? 

General Hersuey. Dependency is a factor, whether he is a farmer, 
whether he is a man skilled in the sciences, a man who goes to school, 
andsoon. The attitude of the man who is administering the law will 
be softer when we have less need than when we have great need. 

Some time ago I recomemnded an Executive order which set up 
‘ategories from 26 down without children and without any other de- 
pendents; from 26 down with children; from 26 up in the third cate- 
gory; and from 19 down in the next category because Congress has 
said I cannot take anybody below 19 until everybody above that is 
gone. 

We have been operating that way since last July. That has not been 
the regulations but we have recomended it and I am hopeful it will 
be signed, but until it is signed we are operating on a postponement 
basis. We have tried to take first the people who are younger and 
have less obligations and less reasons for deferments. We are de- 
ferring some people in industry who are engaged in scientific pur- 
suits, engineering, and that sort of thing. 

Mr. Tuomas. Thank you, General, you and your staff. It is al- 
ways nice to have you appear before us. We appreciate it. 
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JANUARY 16, 1956. 
NATIONAL CAPITAL HOUSING AUTHORITY 
WITNESSES 


JAMES RING, EXECUTIVE DIRECTOR 
CONRAD JONES, COMPTROLLER 
LOUIS N. MOORE, BUDGET OFFICER 


MAINTENANCE AND OPERATION OF PROPERTIES 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 














Program by activities: Maintenance and operation of title I 





properties (total obligations) ee ee $41, 664 $38, 400 $39, 000 
Financing: Unobligated balance no longer available_____- 1, 336 I=» De ei eee ee 
I i ins et Re Si ai al 43, 000 37, 000 39, 000 


Proposed supplemental due to pay increase...._-.._.___- nS. Pls BOAO Fuca Loc. 








CaS Sit 5 I St ORTON ROA PRET PP td aR GIS 








» nari thal Ai signa NCR nth i a MIE a ag ia ah Nc aticalas 


LE i EON ORE AERIS. 2 8 


iad octane’ 


Ps ea htaak son RR OL Ate cane 5 


39 


Obligations by objects 














Object classification 1955 actual | 1956 estimate | 1957 estimate 
i | 
Total number of permanent positions- --.....-...-- haltaag tie 6 6 6 
Average number of all employees- - - -------- Fa + 6 |} 5 | 5 
Number of employees at end of year - --- i> - 6 6 6 
Average salaries and grades: 
General schedule grades: | 
Average salary -- aa Sea ; ase $4, 883 | $5, 271 $5, 276 
Average grade. .......-.---.- ae nodl GS8-6.7 GS-6.7 GS-6.6 
Ungraded positions: Average salary---..---....---.--- $3, 224 | $3, 551 $3, 537 
01 Personal services: 
Permanent positions-.-.--.-..--------------- oad $21, 205 $19, 791 $20, 803 
Payment above basic asa ars a 508 582 580 
py ee eee eae ee eee 21, 713 20, 373 21, 383 
02 Travel-_. ‘ igh eiesacsed ‘ 47 | 47 72 
02 Communication services____- , ; 7 | 334 238 227 
05 Rents and utility services- th, peeieiinceaks cies anata amas 4, 339 4, 696 4, 343 
06 Printing and reproduction. - as sence peed 63 | 62 63 
07 Other contractual services. - - - -- , i | 4, 847 2, 204 3, 814 
08 Materials and supplies---_-_--- bceonae oud 6, 365 | 7, 450 6, 783 
09 Equipment............... ; Sarees Soo 3, 956 3, 330 2, 315 
"TORR ORRIN o ccs oo nc ciccncces he hicok awtindasbaacnd “41, 664 38, 400 | 39, 000 


Budget authorizations, ewpenditures and balances 


1! 


1955 actual | 1956 estimate te 10 1957 estimate 
if TT r ede 
BUDGET AUTHORIZATIONS AVAILABLE | | 

| | 











ee ra ste a tee el atl ea $43, 000 | $37, 000 | $39, 000 

Proposed supplemental due to pay increases. .._......-----.--}..---------- Eee f...<.-. 

Obligated balance brought forward ----.......-...------------ 8, 968 | 5, 401 | 4, 500 
Total budget authorizations available-_............-.----| 51, 908 i, 43, 801 | 43, 600 


EXPENDITURES AND BALANCES 


Expenditures— 





Out of current authorizations - -__-- ‘ . : 36, 263 32, 600 | 34, 500 
Out of anticipated supplemental appropriation a Sa petals ao eet 1, 300 100 
Out of nrlor authorisations. .........<.....22.22062..2-.-- 8,946 | 5, 401 | 4, 400 
Total expenditures._____..__..._........-...----.-------| 45, 209 | 39, 301 | 39, 000 
Balance no longer available: | | 
Unobligated (expiring for obligation) ___- St oe 1, 336 | ss 
ae es na enanbbudamwwenewe Bas as —— 
Obligated balance carried forward... _._-- gakpiader ee ; 5,401 | 4, 500 | 4, 500 
——EEE om _—— |- — 
Total expenditures and balances._............--..------ 51, 968 | 43, 801 “43, 500 


Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us the National Capital Housing Authority. It is 
nice to have with us our distinguished friend of many years’ standing, 


Mr. Ring; his Comptroller, Mr. Conrad Jones; and his budget officer, 
Mr. Louis N. Moore. 


GENERAL STATEMENT 


Gentlemen, if you have a statement for us, we would be delighted to 
listen to you. 

Mr. Ring. Thank you, Mr. Chairman. 

As you know, the National Capital Housing Authority serves as 
the public housing agency for the District of C olumbia. Our purpose 
in coming before you today is to request an appropriation for the 
operation of properties that were aeealnend under title I of the Alley 


Dwelling Act, constructed between 1936 and 1938. 
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Mr. Tuomas. May I interrupt you there? 

Mr. Rina. Yes, sir. 

Mr. Tuomas. I found your justification so interesting that I started 
reading it yesterday afternoon and I put several hours on it, not only 
title I but also title II. There is a lot of good information in it. I 
have done it many, many times, and I thought I knew it by heart. But 
after I picked it up I could not very well put it down without going 
through all of it. 

Excuse me, but I thought I would just tell you that. 

Mr. Ringe. Thank you very much, Mr. Chairman. We have been 
trying to make these justifications truly informational not only with 
regard to that part of the program for which the appropriation is 
asked, which represents about 2 percent of our operations, but supple- 
mentary information with respect to the Authority’s other operations 
which are tied in quite intimately with the District of Columbia’s 
urban-renewal program. 

Thank you, sir. 

Titte I Acrivirtes 


Mr. Tuomas. This committee is directly concerned with title I of the 
District of Columbia Alley Dwelling Act, of the 75th Congress, which 
includes about 112 units. Rents and revenues are collected monthly 
and placed in the miscellaneous receipts of the Treasury. And the 
funds are appropriated annually for the operation, maintenance, and 
repair of these 112 units. Is that a fair statement? 

Mr. Rina. Yes. sir; that is entirely correct. 

Mr. Tuomas. At this point in the record, Mr. Reporter, will you 
insert the bottom half of page 1 and the first two-thirds of page 2. 

(The material referred to follows :) 


At July 1, 1955, the Authority had the following dwelling units available for 
oceupancy : 





Program 
Number of 

dwelling units 

ere ak I IL NI oc alas rence chieessin dt rate nesnccaicpnecncgec ete) 112 
Title II: 

I NI i seis shntsanstctn insite eoeba in eh i re ican alban inst casio eatin laid as 4, 760 

a ac ceases ant ce Wa Se sha ag hans seen a ea oc ees 350 

re an nee eee 5,110 

a asec ett: earemasmemah eis 5, 222 


The title I program, consisting of 112 dwellings on 5 sites and commercial units 
on 4 sites, is the only part of the Authority’s operations requiring a direct appro- 
priation. This appropriation is less than revenue derived from operation which 
is covered monthly into the Treasury. Actual income and expense for fiscal year 
1955 is compared below with estimated income and expense for fiscal year 1956 
and 1957: 








| 1955 actual 1956 estimate | 1957 estimate 


Operating income_______---_-- sliced citi ate ae pene ance! $56, 028 | $56, 808 $56, 514 





IT NINO 554.5 dckin wn bet bbbt kb boos batiicwahe due 41, 664 38, 400 39, 000 
PI tL ee ee 14, 364 | 18, 408 | 17, 514 


The title II program consists of the operation of all other housing and includes 
the proposed development of approximately 2,804 additional units of low-rent 
housing. Title II activities are supervised by the Public Housing Administra- 
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tion and are financed by loans serviced from rental income and subsidy. Since 
no direct appropriation is required, supplemental reports and business-type 
financial statements covering title II activities are included in the budget sub- 
mittal for information. 


APPROPRIATION REQUEST 


Mr. Tuomas. You are seeking, this year, an appropriation of 
$39,000? 

Mr. Rivne. Yes, sir. 

Mr. Tuomas. We will insert pages 3 and 4 of the justification, which 
give the picture. 

(The material referred to follows:) 


STATEMENT RELATING APPROPRIATION ESTIMATE TO CURRENT APPROPRIATION 


Maintenance and operation of properties, National Capital Housing Authority 





is ENE Ste hectic mnnsnnieenonen~cteibeneemeeutt $43, 000 
ee ne ON i oat os eaters nd ioc cei 37, 000 
1956 appropriation in annual act___-- ath Cesta ats «tas ~$ aphid pact asesed 37, 000 
Proposed supplemental for increased pay costs___-__._--_-_---_-_--__- 1, 400 
Total new obligational authority for 1956_-..._.___-______-_____ 38, 400 
Deductions : 
I a ra ih en cose pinins sh gabe ea beaaencteenien deggie siege $446 
I edith e baad ames wage 6, 364 
——— 6, 810 
eet. TOL. Sviees su. tae bee oe cSseeeae, tire eet ae 31, 590 
Additions: 
I a a ales ecevetiembecereicehaines $762 
I a ee 2 _ 6, 648 
- — 7,410 
Supe HN CONN UE i hl et Se es 39, 000 

















Activity 1956 Deductions | Additions | 1957 
Routine cost: 
Be EE Ns poncieoasannnadiebaweunsaieee SRO Feo denice dts $574 | $9, 195 
DA 3, 102 ta line 3, 081 
3. Utilities............ ebsiesabeebheas<tedenteievns 10, 253 GD Tvvcnnnnsenns 9, 828 
4. Routine repairs, maintenance, and replacements. PD hesecsenmeent 188 10, 248 
Total routine cost.......-..--.---------------- 32, 036 446 762} 32,382 
Nonroutine cost: | ‘ 
1, Major repairs and replacements. - -_..........--- 6, 364 6, 364 6, 563 563 
2. Operating improvements... .............._----.-- ncaa dbsdsieeaa a Maclin eel 85 85 
EE 6, 364 6, 364 6, —y 6, 648 
—==== ———SS EI 
Sis cnn anaes nil iE as wpeicabiaouiiaitinale | 38, 400 6, 810 | 7, 410 39, 000 
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42 
Reconciliation of operating income with Treasury receipts 


| 
| Actual, 1955 





Estimate, Estimate, 
1956 

















1957 
Ee DNS GN DONE non iv heise wncctennccsecsicens | $56, 028 $56, 808 $56, 514 
Plus: 
Prior year receipts deposited during current year-_......-- 9, 400 5, 237 4, 734 
I cs eau his mepiteumrl | (RES SE a Se ee 
Court costs (paid by tenants but not included in income) - 42 50 50 
Net increase in security deposits__............------------ OL, wiccdadn didi be+tebbecc< 
Sa alee annals 10, 185 5, 287 4, 784 
Less: | 
Current year receipts deposited in subsequent year- - -----| 5, 237 4, 734 4,710 
Net decrease in prepaid rents. ...............-..........-- ice eat Rl chelation 
Spe Se nel oie cubes 145 150 150 
Net increase in tenant accounts receivable ---.........-.--| 70 |--------2-----]-----2-------- 
I EI oo ia cs ncicrcnundenoenct boeeewosact=e 5, 584 4, 884 4, 860 











Total Treasury receipts..-........-...25.22.2<.~...--see ~ 60, 629 | 57, 211 56, 438 
| | i 





Mr. THomas. What is the rent or revenue for the properties in- 
volved fo the fiscal year 1957? 

Mr. Moore. $56,514. 

Mr. Tuomas. Yes; operating income is $56,514, and operating ex- 
pense is $39,000. 

The net of $17,514 goes into the Treasury, and eventually goes into 
amortization and payments in lieu of taxes and so forth and so on. 

There is one thing that interested me more than anything else. 
But before I go into that let me read this into the record: 


MANAGEMENT COSTS 


Your management costs for 1957 are $9,195. Is that a correct 
figure ? 

Mr. Moore. Yes, sir. 

Mr. Tuomas. I was wondering about that for the simple reason that 
your management cost is more than your janitorial services, almost 
more than your routine repairs; it is the biggest item in there almost. 

Let me read the remainder of these items: 

Janitorial service, $3,081; utilities, $9,828; routine repairs, main- 
tenance and replacements, $10,248. 

And yet your management cost is $9,195. Your management cost 
is out of line. How many people, or how many jobs do you have 
charged to this one project ? 

Mr. Moore. If you will look on page 7, sir, where you have a distri- 
bution by type of expenses, or distribution of expenses by PHA 
classification, you will find that the project office salaries, which con- 
sist of the housing managers and clerks engaged in the administrative 
work of the property, is $3,299. The portion of central office salaries 
applicable to this expense is $4,307, and the legal office salaries, $444, 
and combined other project and other central office expenses of $1,145. 

Mr. Tuomas. What is your gross revenue now ? 

Mr. Moore. Gross revenue is $56,514. 

Mr. Tuomas. What is that—18 percent of your gross for manage- 
ment costs alone? 

Mr. Moore. Yes, sir. It is probably a little higher than that. 
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Mr. Tuomas. Eighteen percent is high enough. Don’t get it any 
higher than that. 

Mr. Moore. Eighteen is about correct, sir. 

Mr. Tuomas. That management cost is out of line. 

Mr. Moore. May I make some comments on that ? 

Mr. Puiuurs. It is 14 percent if you don’t include those project 
officers. 

Mr. Moors. When the Authority was operating savour 
7,500 units our management expense was runhing approxun: ately $5.50 
per unit. Now it is up to an estimated $6.55. “Part of that increase 
is due to the recent pay raise act that Congress approved in June. 
Part of it is due to the fact that our management costs as an item is 
not directly controllable or not directly related to the number of units. 


Trrte II Acrivirires 


Mr. Tuomas. Your management cost is 18 percent on title L. What 
is your management cost for title II properties where you have 4,000 
units ¢ 

Mr. Moore. Exactly the same percentage, sir. 

Mr. Tuomas. That is too much money. How many jobs does that 
spell out ¢ 

Let’s jump over to title LI. How many units do you have under 
construction and how many actually occupied? You have a total of 
4,035 units, as well as I remember. Is that the correct figure under 
title Il? 

Mr. Jones. There are 16 projects fully occupied, and one partly 
occupied, 

Mr. THomas. What is the total number of units? 

Mr. Moore. 5,110 total units. 

Mr. THomas. Where did I get that figure of 4,035¢ It is in the 
justification some place. 

Mr. Moore. It is on page 14. 

Mr. Tuomas. What is that? New units under construction or 
what ? 

Mr. Moore. That is all of them as of July 1. 

Mr. Tuomas. Is that a correct figure ¢ 

Mr. Moore. 4,348 are the old projects. To that we add a war 
housing project which we will retain containing 350 units. And there 
are completed units on a project still under development. 

Mr. Tuomas. That is 5,100 units then ? 

Mr. Moore. That is right. 

Mr. THomas. And how many are under development now / 

Mr. Moore. That would be 2,804. 

Mr. Tuomas. Those are additional, making round figures of around 
7,900 units. 

Ifow many jobs are assigned to inake up that 14 percent? What 
is your gross revenue on your title LI property out of your 5,100 units? 

Mr. Moore. $2,502,859. 

Mr. Tuomas. $2,500,000 for round figures. 

Mr. Moore. Yes, sir. 

Mr .THomas. And what are your management costs then under title 
II, your total management costs / 
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Mr. Moore. Total management expenses are $389,175, sir. 

Mr. Tuomas. Is that all salaries? 

Mr. Moore. No, sir. That is salaries and the other administrative 
costs that we pay such as central office rent, materials and supplies, 
telephone, communications, postage and a number of other services. 


OTHER CBJECTS 


Mr. Tuomas. How much is the other objects cost ? 

Mr. Moore. I can give you the percentage of it very rapidly. The 
exact amount I do not know. 

Mr. THomas. What are your other objects percentagewise, of your 
salaries ? 

Mr. Moore. Percentagewise we have about 12 percent of the total 
expenses for items other than salaries. 

Mr. Tuomas. Twelve percent? 

Mr. Moore. Twelve percent of the total, $389,000, is for items of 
cost other than salaries. 

Mr. Tuomas. What are the big items? 


RENT EXPENSE 


Mr. Moore. Central office rent, which we have to pay to the General 
Services Administration, which runs an annual cost of approximately 
$47,000. 

Mr. THomas. $47,000. Where are younow? Where is your office? 

Mr. Moore. It is in the Lemon Building on New York Avenue, next 
to Emergency Hospital. 

Mr. Tuomas. How many square feet do you have? 

Mr. Jones. About 42,000. 

Mr. Moore. It costs around $2.40 a square foot. I would like to in- 
sert that in the record. 

(The information supplied is as follows:) 

The authority occupies 18,866 square feet of the Lemon Building and is charged 
a rental of $2.412 per square foot. 

Mr. Tuomas. How many square feet did you say you had ? 

Mr. Jones. I thought, sir, it was 42,000, but that does not work out. 

Mr. Tuomas. It certainly does not work out. 

Mr. Jones. The rental is over $2 per square foot. 

Mr. Tuomas. In addition to that do you supply maintenance cost.? 

Mr. Jones. No, sir; that includes maintenance cost. 

Mr, Tuomas. Who operates the building ? 

Mr. Moore. The General Services Administration. 

Mr. Tuomas. So the rent is in addition to the operation cost ? 

Mr. Jonges. No. The rent of over $2 per square foot includes all 
operation and maintenance of that building. 

Mr. Moore. The only exception to that, Congressman, is where the 
Authority may ask to have a partition moved or a light plug installed; 
we are billed separately for that. 

Mr. Rine. Mr. Chairman, in that connection you may be interested 
to know that not long ago, on going over some old congressional docu- 
ments at home, I came across a report by Senator Nathan B. Scott, I 
believe, of West Virginia, detailing the cost to the Federal Govern- 
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ment of private office building space rented here. - And among the 
buildings rented at that time, which was 50 years ago, was the Lemon 
Building. I think it has been continuously rented to the Government 
ever since. 

Mr. Tuomas. What was the Government paying for it then? Do 
you know? 

Mr. Rina. I don’t recall, but I will be glad to supply that figure. 

(The information requested is as follows :) 


Rental cost in 1907 was $7,200 per annum. 
INCOME OF TENANTS 


Mr. Puitutes. I did not make a note of the justification page, but I 
notice you have the categories of tenants by their salaries. What page 
was that? 

Mr. Moore. That is under title IT. 

Mr. Putuuires. Four percent of them had over $4,000 salary a year, 
and then in the next couple of categories below that—I have not found 
it yet. 

Mr. Moore. Page 17. 

Mr. Puiiirs. | wanted to know how you came to keep some of 
those people in this type of housing after they got into the higher 
brackets of salary. Were they there and then stayed or is it a matter 
of the size of their families, or are we now admitting people earning 
over $4,000 a year? 

We have 115 families who have more than a $4.000 income. 

Mr. Ringe. That is true. And as of that time the statement is cor- 
rect. But at that time all of those families were under notice from 
the Authority to move because they were in excess of our limits for 
continued occupancy. 

Mr. Puuuirs. The category from $1,000 to $2,000 is still the 
largest. 

Mr. Rive. Yes, sir. 

Mr. Pures. And then the $2,100 to $2,600. Those groups take 
almost half of your people. Actually under $2,600 takes more than 
half of your people. 

Mr. Rine. That is right. 


TITLE I. NONRESIDENTIAL PROPERTIES 


Mr. Putturres. Now on page 6 I noticed something. I did make a 
note of that page. I have asked about the garages before, as to how 
we came to get garages in public housing, “and I for get what your 
answer was. But my observation here is that you have more now 
than you had before. I thought we had gotten those others more 
or less by accident. Was I wrong! 

Mr. Rivne. No. The fact is, Congressman, that these four prop- 
erties were developed for garages because in those cases—this goes 
back to 1936—the Authority was acquiring and clearing only the in- 
teriors of certain blocks where there was no necessity for going to the 
street frontage in order to remove a spot of blight. 

Mr. Puiurrs. So you left what could be garages? 

Mr. Rina. We developed the property with garages. 
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Mr. Pumurres. What is our income from the five garages? 

Mr. THomas. $4,000, as well as I remember. I remember seeing 
that figure here in the justification. 

Mr. Puiiuirs. Are you getting the figure. Do you want to put it 
in? 

Mr. Rive. I think we can put it in. 

Mr. Moore. $4,058 is the anticipated rent for all title [ commercial 
property. 

Mr. Puiurres. Will they be removed with this Southwest redevelop- 
ment ¢ 

Mr. Moore. Most of them are not in the Southwest, and will not 
be included in the Southwest redevelopment. 

Mr. Riva. I believe, as a matter of fact, that as redevelopment, both 
private and public, moves into some of these older areas of the city 
there will be opportunity for general redevelopment of those blocks 
that will remove the garages that exist there today. 

Mr. Putiurrs. My “only other question, Mr. Chairman, is off the 
record, if I may. 

Mr. Tuomas. Yes. 

(Discussion off the record.) 

Mr. Tuomas. Thank you very much, gentlemen. 

Mr. Ring. I thank you. And I would like to renew my standing 
invitation to the committee whenever it has the opportunity to get 
away from its overbusy schedule. 

Mr. Tuomas. We are going to accept your invitation. We want to 
look at your office, and we w ant to look at one of your occupied projects 
and one of your buildings. If we can’t call on you at 1 time we shall 
split it up and come in 2 2 tries, 

Mr. Rivne. Splendid. 

Mr. Moore. Mr. Chairman, last year Congressman Phillips asked 
for a balance sheet on the title I operations. I did not have it pre- 
pared in time to get it in the justification, but, if you would like 
to have it, I have it here. 

Mr. Puitirres. Yes; very much. 

(The balance sheet is as follows :) 


NATIONAL CAPITAL HousiInGc AUTHORITY 
Alley Dwelling Act, title I 


Balance sheet as of June 30, 1955 


ASSETS 
Cash: 
Riera Gani oo eee beside eke $12, 753 
Operating receipts in transit 6p ‘EMOAsOrz. .n42 seek 5, 237 
Federal witholding tax and employees’ United States 
SAVE DOM IORECIIOI occ cen men keceaoeueHc 33, 519 
on $51, 509 
Asbounts eeenivabie front temiOtitn 6a nk hn Se eric 3, 497 
GLO TONER eee ths ee ee ios teens 139 
Land, structures, and equipment. selene estaba cigtats ee hte dintecred $623, 183 
Less: Depreciation___._.____-_- a ce 127, 428 


—_—_—_—— 495, T55 


I MINS soos et ones ad et te ho a tbl eile, ie eS 5d50, 900 
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Balance sheet as of June 30, 1955—Continued 


LIABILITIES AND SURPLUS 
Accounts payable: 


Vendors: amd: contractore. 225420. oo ede enn $2, 511 
IN OES liad ta cnc sr thieniw enemies tens 1,110 
Administration, United States Housing Act_____-_--_~- 1, 347 
U. S. Treasury (operating receipts) ___________---_ 4 5, 237 
Withholding tax and savings bonds___----_--------- 33, 519 


a = $48, TDA 
Accrued liabilities : 


hoe ele ala dian er ateaccaia ang eaiacandiaadauion 272 
os nsec anadeeiialnnieniugebm S76 
CN ea Sa ii peecichecpin pepinlesinieie Aiogn eitichpine Sp catcipatmciwapesncbnininaberad qrmpee 64 
——_—_———— 1, 212 
Tenanhl pean Gebers ici- 267 
Gapital and @arolas (mcneie ING.) 1) ciciiced tnd i boos 505, 697 
ey Se Ge ii cicero nee nen 550, 900 


Schedule No. 1.—Analysis of capital and surplus 


Federal capital: 


STAG Bh oe ee tawhn ew cea $1, 2438, 487 
Less: 
Reversion of unexpended balances____ $109, 826 


Receipts deposited into Treasury___. 654, 994 
Transfer of O’Brien Ct. at appraised 
We oa at lveedac eo nwce poked 560, 400 








1, 325, 220 
————. 1 — $81, 788 


1 Represents amounts repaid and assets transferred to Federal Government in excess of 
total appropriations. 


Local eapital: District of Columbia tax contribution__.__._______~_ *119, O83 

2 Amount accumulated to November 1949 which was not applied to graded rent system. 
Since that date full amount of tax exemption has been used to finance graded rents and. 
therefore, no further capital investment has resulted. 


Surplus: 


Cumulative net income from operations_.-______--.___________ 24, 618 
2GTD OF CORIO Sir OEE iin si item an anennendoenaecee es 443, 799 
TORE COME RUNG WER NOR es oa enema btretnewene uence 505, 697 


Statement of income and expense for fiscal year ending June 30, 1955 


OPERATING INCOME ’ 
RIO See eee Se ce meena eins ieag bth ccie a eeane one $52, 073 
RC I ooo cine sims we aeons ea mbee Aan at Dene 
Other project income____--_-- Ss ears ibaa et Sashes a Se CIE a tgs oo own cs os eatag 39 
Se RINE ND 8 ee Pi Fa et as 56, O28 
OPERATING EXPENSES 
Management__________-- Saleen ga a ge * 8, 717 
Ur i Batis elects 2, 531 
RMI cae aaa ik ie a nici cnet noe rena eee eer ee eae a 9, OSI 


Repairs, maintenance and replacements eee 





General expense__________-_- CRN aes ee ake radar cea Based sens wales 477 
Replacement of equipment______-_-_______ smd Shenk Sis OTe eter cs pg. 315 
Operating improvements... .- =... 2. eves hie tthinth mx Rebbe 3, 622 
a a cc cena 6, 306 
Adjustment of prior year expenses_____________- + He ht niet ETE TOD 

‘Oem Gupretineg canennee. ... 5) Bese 3k st 46, 848 
Ln8 THOR) GISPORITION OPI RIOT soi es cess ee 4 es ee se 3, 638 

ee Wibomin for Ie FORE. os. ce le bee dD, 042 


72350—56—pt. 1—_——4 
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Mr. Tuomas. You have a development cost on all of these garages 
alone, Mr. Phillips. of $54,664. And you have a total investment of 
$568,519 on the 112 units. So you have a total investment here of 
$623,183, and you have revenue coming out of it of $56,514. 


ADMINISTRATIVE EXPENSES 


Mr. Putts. When you gave Mr. Thomas a reply regarding the 
overhead, you have not included anything in that figure for deprecia- 
tion of property ? 

Mr. Moore. No, sir. Depreciation is not included as a part of the 
overhead expense. That overhead we have used here in this terminol- 
ogy simply includes administrative expenses, primarily salaries. 

Mr. Puitures. We do not depreciate Government property and do 
not carry insurance? 

Mr. Moore. Depreciation is included in the title II operations, and 
is required by the Public Housing Administration to be reported. 

Mr. Puiirps. Does that not emphasize Mr. Thomas’ point? Your 
overhead administration costs come higher, don’t they ? 

Mr. Moore. They do become higher, but not in regard to deprecia- 
tion. What we have to do is to, unlike private enterprise, constantly 
check our families’ incomes. In order to comply with the requirements 
of the law they must be checked before they are even admitted and 
divided into a series of preference categories. After they are ad- 
mitted their income is constantly being checked. Every time there is 
a change in annual income they are required to report it and we must 
verify it. Whether or not they report changes, we must at least 
annually confirm and verify their present income status. It is par- 
ticularly and peculiarly difficult to determine what income a low- 
income family actually has, because there are many means of con- 
cealing it, and most of them will do it if they can get away with it. 
It is understandable when they have an income as low as these families 
have that they would resort to that method of defense. 


Trrtex IT Actrivrries 


Mr. THomas. Now of the 5,110 public-housing units under your 
jurisdiction there are 350 of them under the Lanham Act. I am 
referring now to title IT. 

Mr. Moore. That is correct. 

Mr. Troomas. But the 350 Lanham Act houses do not draw any 
subsidies. Therefore, there is no annual contribution attached to 
these 350. 

Mr. Rina. That is true. 


ANNUAL CONTRIBUTION 


Mr. Tuomas. Those that have an annual contribution in the Dis- 
trict of Columbia are the 4,348 units for the fiscal year 1957. 

Mr. Rivne. Yes, sir. . 

Mr. Tuomas. Will you insert at this point in the record the amount 
of annual contribution under title II for the District of Columbia for 
1954-56, and anticipated for 1957 ? 

Do you have any of that information available? 




















Mr. Moore. 1955-57 ? 

Mr. THomas. Yes. 

Mr. Jones. The accumulated annual contribution up to 1955 from 
the beginning of this housing is $2,716,521. And at the end of 1956 
we anticipate it will be $3,903,094. That is a difference of a little less 
than $1,200,000, representing the estimated contribution that we will 
get during 1956. In 1957 it goes up approximately $1,044,000 more. 

Mr. Tuomas. It makes a grand total of what for 1957? 

Mr. Jones. At the end of 1957 we anticipate our cumulative contri- 
bution will have been $4,900——— 

Mr. Tuomas. Not cumulative, but for that year. Around $2 million 
plus? 

Mr. Jones. No. $1,044,000 for the 1 year. 

Mr. Putures. What is the source of that? Is that Federal, from 
our contribution or from taxes? 

Mr. Jones. Those are funds that you appropriate to the Public 
Housing Administration. 

Mr. Moore. May I go off the record for just a minute? 

(Discussion off the record.) 

Mr. Fuomas. You understand what we want in this table for 
1954-57 ¢ 

Mr. Moore. The actual amounts received in 1954-55 and estimated 
for 1956-57. 

Mr. Jones. Those figures which I gave you, sir, will be modified 
somewhat because that includes noncash contribution on the three 
conveyed former war housing projects. 

(The information requested by the committee relating to annual 
contributions follows :) 








Actual, 19541] Actual, 19551] Estimated, | Estimated, 











1956 1957 
CO i ccetehi cin c mieiatindaeneee Klett iahea ass $677, 814 $1, 132, 501 $1, 086, 906 $969, 018 
PE ancacacaghasecuctkensenencweetecaigunsn 0 74, 680 99, 667 75, 418 





ae 677, 814 1, 207, 181 1, 186, 573 | 1, 044, 436 








1 Reflects audit adjustments and increase due to sale of additional bonds after preparation of justifications. 
2 Represents amortization of cost of former war housing and PWA projects conveyed to NCHA by PHA 
for permanent low-rent use. Equals 40 of cost at date of conveyance less capital adjustments and operating 
receipts deposited with PHA. 
Mr. Tuomas. Thank you very much, gentlemen. It is always nice 
to see you. And we are going to come by to see you. 
Mr. Rine. Thank you, Mr. Chairman. 
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JANUARY 16, 1956. 


RENEGOTIATION BOARD 
WITNESSES 


THOMAS COGGESHALL, ACTING CHAIRMAN 

DONALD ROSS, MEMBER 

CHARLES F. MILLS, MEMBER 

LAWRENCE E. HARTWIG, MEMBER 

R. F. HAGGERTY, DIRECTOR, OFFICE OF ADMINISTRATION 

JOHN KIVLAN, GENERAL COUNSEL 

HOWARD FENSTERSTOCK, ASSISTANT GENERAL COUNSEL 

PAUL T. SEMPLE, DIRECTOR, OFFICE OF ASSIGNMENTS 

W. S. WIGG, CIVIL SERVICE INTERNE, JUNIOR MANAGEMENT 
INTERNE PROGRAM 

MISS ELFRIEDA EGBERT, BUDGET ANALYST 


SALARIES AND EXPENSES 
Program and financing 


1957 estimat 





1955 actual | 1956 estimate 





Program by activities: 


1. Executive direction - - -- ; $531, 100 | $616, 800 $596, 000 

2. Staff operations 738, 704 852, 300 772, 000 

3. Renegotiation operations (field) —— 3, 137, 228 | 2, 680, 900 2, 382, 000 

Total obligations 4, 407, 032 4, 150, 000 3, 750, 000 
Financing: Unobligated balance no longer available : 92, 968 as das bs wade ate 

Appropriation. .__.---_-- pa ra | 4,500, 000 4, 150, 000 | 3, 750, 000 


| | 


Budget authorizations, expenditures and balances 


l 
1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation $4, 500, 000 $4, 150, 000 $3, 750, 000 
Obligated balance brought forward 310, 621 | 287, 903 271, 000 
Total budget authorizations available 4, 810, 621 4, 437, 903 4, 021, 000 


EXPENDITURES AND BALANCES 
| 
Expenditures | 


Out of current authorizations 4, 140, 532 3, 901, 000 3, 525, OOO 
Out of prior authorizations 240, 548 | 250, 903 249, 000 
Total expenditures 4, 381, O80 4, 151, 903 3, 774, 000 
Balance no longer available: 
Unobligated (expiring for obligation) 92, 968 7 
Other 48, 670 | 15, 000 pte 
Obligated balance carried forward 287, 903 271, 000 247, 000 


Total expenditures and balances 4,810, 621 | 4, 437, 903 


4,021, 000 





ct 
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Obligations by objects 








Object classification 1955 actual | 1956 estimate | 1957 estimate 
Total number of permanent positions. lala tall aie 684 561 | 504 
Full-time equivalent of all other positions. cae PB 2 2 2 
Average number of all employees - - a i : 593 522 472 
Number of employees at end of year. a cacbiatiee a 540 525 75 


Average salaries and grades: 
General schedule grades: 








Average salary ------ pata lties date bgiie'aie he's tenn aia $6, 680 $7, 227 $7, 305 
Average grade... .- iach etiam etal te a — GS3-9.5 GS-9.4 GS-9.4 
= — = 1 
01 Personal services: 

Permanent positions nec tatn . ae $4, 128, 920 $3, 834, 200 $3, 467, 000 
Positions other than permane es oie : adie 5, 500 6, 000 6, 000 

Regular pay above 52-week base 2 he oad 15, 880 14, 800 |. : 
Payment above basic rates____- : a eens 5, 677 5, 000 5, 000 
Total personal services. - ees cqedatianten 4, 155, 977 3, 860, 000 3, 478, 000 
OR Re ere ee - ; a 46, 494 70, 000 65, 000 
03 Transportation of things Priddis cub chebs bi ' SA 8, 163 10, 000 9, 000 
04 Communication services____.- se 97, 286 90, 000 85, 000 
06 Printing and reproduction... -- AER? seleedba thes 18, 358 25, 000 23, 000 
MN ae 33, 210 40, 000 38, 000 
08 Supplies and materials._.....___. ; Seas 20, 273 20, 000 20, 000 
oe, Se Se eee ; ta i 7, 995 10, 000 9, 000 
15 Taxes and assessments..__...__- aa Pe 19, 276 25, 000 23, 000 

| | 

Total obligations_.........__- a pai te at 4, 407, 032 4, 150, 000 | 3, 750, 000 


Mr. THomas. Ww e are pleased to have with us this afternoon repre- 
sentatives from the Renegotiation Board. 

Mr. Chairman, do you have a preliminary statement you wish to 
make ? 

Mr. CoacrsHaL. I have a very short paper, gentlemen. 

Mr. THomas. Go ahead. 


GENERAL STATEMENT 


Mr. CogersHaL.. Mr. Chairman and members of the committee, my 
colleagues and I welcome this opportunity to appear before your 
committee in support of the budget estimates of the Renegotiation 
Board for fiscal 1957. 

In formulating its fiscal 1957 budget estimates, the Board has re- 
quested funds of $3,750,000 as compared with $4,150,000 appropriated 
for fiscal 1956. The Board is convinced that the financial ohds for 
fiscal 1957 presented herewith represents the absolute minimum 
amount required for the effective processing of its expected work- 
load. It should be emphasized that the Board will continue to re- 
ceive contractor filings throughout the entire fiscal 1957 year. 


DETERMINATIONS OF EXCESSIVE PROFITS 


Since the establishment of the Renegotiation Board as an inde- 
pendent agency in the executive branch of the Government under the 
Renegotiation Act of 1951 (through December 31, 1955) the total of 
determinations of excessive profits, before Federal tax credit, which 
have been concluded by bilateral agreements or by unilateral orders, 
has amounted to $380,032,254. 

From October 3, 1951, the date of its establishment (through De- 
cember 31, 1955) the Board has received a total of 145,894 contractor 
filings, an average of over 36,500 filings per year. The Board has a 
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screening system in the Washington headquarters to process these 
contractor filings and to eliminate those filings in which it can be 
determined, generally without further contacting the contractor, that 
there is no likelihood of excessive profits. Only those filings which 
require detailed examination and consideration are forwarded to our 
regional boards for detailed processing. Obviously, this screening 
process results in a substantial saving of money to the Government 
and eliminates unnecessary work for a vast number of contractors. 


REDUCTION IN OPERATING COSTS 


Substantial cuts have been effected in overall operating costs. 
Average employment of the Board has been reduced from 715 in 
fiscal 1954, and from 593 in fiscal 1955, to an estimated 522 for fiscal 
1956, and to an estimated 472 for fiscal 1957. The reduction in per- 
sonnel to date has been made possible to a large degree by the ad- 
ministrative economies brought about by the elimination of two re- 
gional boards, namely, the Washington regional board in June 1954, 
and the Boston regional board in March 1955. Our four remaining 
regional boards are located in New York, Chicago, Detroit, and Los 
Angeles. 

The standard commercial article amendment has imposed upon the 
Board new administrative responsibilities involving considerable 
additional work. 

Last year, in formulating its 1956 Budget, the Board estimated 
that 8,000 filings of contractors whose defense business is subject to 
renegotiation had not been made as required. During the past year 
5,100 of these filings have been obtained, of which it is estimated 
that some 90 percent were beneath the statutory floor. In 830 other 
cases the amount of renegotiable business in each case was so small 
as to be negligible; failure to file under such circumstances is con- 
sidered a merely technical violation of the statute, and of no material 
consequence to the Government. ‘The remaining cases are receiving 
close attention and a number of contractors who failed to file after 
repeated warnings have already been referred to the Department of 
Justice for prosecution. 

Mr. Tuomas. Does that complete your statement ? 

Mr. CoccesHaLL. That is all. 

Mr. Tuomas. It was very nice and very much to the point. 

Mr. CocersHaLu. We tried to boil it down. 

Mr. Tuomas. It was well done. 

You have now four regional offices—New York, Detroit, Chicago, 
and Los Angeles ? 

Mr. CoecrsHatu. That is right. 


PERSONAL SERVICES 


Mr. Tuomas. For the fiscal year 1957 you want 472 positions as 
against 522 for 1956 and 593.3 for 1955. 

Mr. CoeersHatL. That is right. 

Mr. Tuomas. Dollarwise you want $3,750,000 as against $4,150,000 
for 1956, which is a reduction of $250,000 from 1955. 

Mr. CoecrsHaui. That is right. 
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Mr. Tomas. As well as I remember, your increase in personnel 
cost by virtue of the pay raise was approximately $300,000. 

Mr. Haaecerry. $266,000. 

Mr. Tuomas. That is included in your estimate of $3,750,000 for 
1957. 

Your operations are broken down between the District of Columbia 
and the field. In the field for the fiscal year 1957 you are seeking 
297 positions as against 333 for 1956. Is that correct / 

Mr. CoecesHau. I think that is correct. 

Mr. Haacerry. That is correct. 

Mr. Tuomas. And for the Department you are seeking 175 for 1957 
as against 189 for 1956. Is that correct ? 

Mr. CoacrsHau. Yes, that is correct. 


SUMMARY OF APPROPRIATION REQUESTS 


Mr. Tuomas. Mr. Reporter, at this point will you insert page 20 of 
the justification. 
(The material referred to follows :) 


Comparative statement of expenses 





Dollars Percent 
hui oT i ; ma 7 lat | 
| | feti. | oti. 
| Actual, | Estimate, | Estimate, | Actual Rae | a 
1955 1956 1957 1955 1956 1957 , 
01 Total personal services -- | 4,155,977 | 3,860,000 | 3,478, 000 94.3 93.0 | 92.7 
02 Travel.. area 46, 494 70, 000 | 65, 000 | 1.1 1.7 | 1.7 
03 Transportation of things...._-.- 8, 163 10, 000 | 9, 000 2] 3 
04 Communication services. -_._.__-| 97, 286 | 90, 000 85, 000 2.2 | 2.2 | 2.3 
06 Printing and reproduction _- Z 18, 358 25, 000 | 23, 000 .4 .6 .6 
07 Other contractual services_____-_| 33, 210 40, 000 | 38, 000 7 1.0 | 1.0 
08.1 Newspapers and periodicials_- eee - 50 | 50 ’ 
08.2 Supplies and materials______-- 20, 273 19, 950 | 19, 950 4 5 5 
- =e J 7,995 | 10, 000 9, 000 2 | . 3 
15 Taxes and assessments__.-_-___- 19) 276 25, 000 23, 000 | 5 | .6 6 
Total expenses... .............. 4, 407, 032 rr 150, 000 | | 3, 750, 000 100. 0 100. 0 100. 0 





Mr. Tuomas. That table shows that the salary costs for fiscal 1957 
at $3,478,000 against $3,860,000 for 1956. Your travel is $65,000, 
$5,000 under last year. Transportation is $9,000, $1,000 under last 
year. Communications services is $85,000, $5,000 under last year. 
Printing and reproduction is $23,000 against $25,000 last year. Other 
contractual services, $38,000 against $40,000 last year. 

What is this equipment item for $9,000 this year, gentlemen ? 

Mr. CoecrsHa. I will have to ask the Director of Administration. 

Mr. Haccerry. It is mostly office furniture and office equipment and 
supplies. 

WORKLOAD DATA 


Mr. Tuomas. All right now, let’s take a look at your workload for 
this year as compared ‘with next year. What will that workload be? 
You are still operating under the old law. Your floor has been upped 
from $250,000 to $500,000. 

Mr. CoccrsHatu. That was effective with the 1954 year. 
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Mr. Tuomas. Everybody with a contract, whether it is negotiated 
or whether they bid for it, or regardless of how they get it, above 
$500,000 has to file with you? 

Mr. Cocersnau.. It is the receipts and accruals under contracts and 
subcontracts aggregating $500,000 in a fiscal period, not the contract 
itself, but the aggregate of the receipts and accruals under contracts 
and subcontracts. 

Mr. THomas. How much business do you figure the total amount of 
business to be renegotiated, and what. part have you renegotiated to 
date? The genet ral figure is around $200 billion; is it not? 

Mr. Cocersuatn. Yes, sir. The defense expenditures over a 5- or 
6-year period are estimated in about that amount. 

Mr. THomas. That is through the fiscal year 1957 it will be around 
$200 billion. 

Mr. CoaarsnaLy, Of course, a great deal of that is not hardware, 
to begin with. Those budget appropriations for the Defense Depart- 
ment represent, I understand, something like 60-percent hardware and 
40-percent services, uniforms and subsistence and travel, et cetera. 
But, as against the cut that would come in the overall figure, there is 
a substantial amount of subcontracts which are also subject to rene- 
gotiation. So your total figure originally subject might aggregate 
close to that $200 billion, one offsetting the other. 

There are a great many exemptions that have been granted by the 
Congress, and ‘established, such as raw material exemptions, which 
eliminates a great deal of business. Then there are also others. In 
the first place, there is the floor exemption which you mentioned, Mr. 
Thomas, and the standard commercial article exemption. This raw 
material exemption 


STANDARD COMMERCIAL ARTICLE AMENDMENT 


Mr. Tuomas. What does that definition mean? I never did get it 
through my head what that applied to. 

Mr. Coacrsuatn. Standard commercial article? 

Mr. Tuomas. Yes. Can you tell us what that means? Can you 
tell us what comes under that? 

Mr. Coaarsnann. It concerns articles which the contractors claim 
are standard commercial articles, that is, in general use. But it has ¢ 
qualifying clause that there must be a finding, if the request for 
exemption is denied, that competitive conditions are not such as 
reasonably to pre vent. excessive profits. 

Mr. Tuomas. I understand that, but what does it mean ? 

Mr. Cocersuati. We have spent about a year finding out. 

Mr. Tuomas. I am glad you found out. 

Mr. Cocarsuatu. Not too many contractors—as a matter of fact, 
no great number applied. Something under 2,000 have applied. 
Something like three-quarters have been processed, and roughly the 
approvals: run two-thirds against one-third denial. 

Mr. Tuomas. What year are you in now? 

Mr. CoeersHaLuL. We are working really on the 1954 year of the 
contractors. They only filed for 1954 after the act was extended last 
August. 

Mr. Tuomas. Is not the volume of your business in 1952 and 1953? 

Mr. Coaersuati. Yes. That is where we are concentrated in 
processing. 
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WORK 





BACKLOG OF 






Mr. Tuomas. When are you going to wind up 1952 and 1953¢ What 
about your backlog? Let ’s talk about that. 

Mr. Cocarsuatyt. The backlog at the moment is just under 3,000. 
It got under 3,000 as of December 31 for the first time since it was 
way up to 5,000 or 6,000, 

Mr. Tomas. You have been cutting it down. 







OF CONTRACTORS’ FILINGS 





DISPOSITION 





Mr. Reporter, at this point we will insert page 12 of the justifications 
in the record. 
(The material referred to follows :) 






TasBLe Il.—Filings and disposition—By Government fiscal years 














Actual Estimate 









Total 





Fiscal | Fiscal | 






| | 

Fiscal | Fiscal | Fiscal | Fiscal Fiscal | Fiscal 

| year | year | year | year | year year year year 
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! Discrepancy between these figures is due to field reporting (in earlier years) of completions on a case 
basis ¢often combining 2 or more cases) instead of an assignment basis. 





Mr. THomas. How many did you complete in fiscal year 1955? 
5,061 cases ¢ 

Mr. Coacrsuauy.. That is right. 

Mr. Tromas. How many did you carry over to 1956? 

Mr. CoaersiaLy, 3,243 

Mr. Tromas. Where is that figure? 

Mr. Cocersnaty. Under fiscal year 1956, opposite “Backlog” with 
the asterisk, 3,243. We have cut that figure, you may be interested, 
as of December 31. That figure now stands at 2,979. 

Mr. Tromas. What does it look like for the fiscal year 1956? 

Mr. Coaa ESHAL. It looks like completions for fise al 1956, the w ay 
it is running—you mean looking forward to fiscal 1956? 

Mr. Tuomas. Yes. You have to antic ipate. 

Mr. Coacesnatt. The completions will run at least 2,800. The 
budget estimate says 3,000, but I say at least 2,800 because 1,397 have 
been done in the first 6 months. If we made the estimate of 3,000 we 
would have to do 1,600 between now and June 30. We may, but, just 
projecting forward from where we stand with the first 6 months com- 
pleted, we have just 1,397, just shy of 1,400, and that would be 2,800 
if we did not do any better. 
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Mr. Tomas. How many screened-out cases do you estimate for 
1956% 6.200% 

Mr. CoaersuAuu. That is right. 

Mr. Tomas. How many do you think you will complete now? 
What is that figure you had for completed ¢ 

Mr. Cocarsuatn. We expect to complete at least 2,800. 

Mr. THomas. Where is that figure ? 

Mr. CoggrsnAun. It says 3,000. This estimate, of course, was drawn 
up 2 or 3 months ago. It is a rounded-figure estimate. But, checking 
it against actual, the actual of December 31 stood at 1,397 for the 
first 6 months of fiscal 1956. 


ADMINISTRATIVE EXPENSES AND REFUND DETERMINATIONS 


Mr. Tuomas. Do you mean to say for the fiscal year 1955 you paid 
back into the Treasury $167,256,288 ? 

Mr. Cocersuaun. Prior to Federal tax credit. We are credited 
with the full amount. 

Mr. Tuomas. You almost paid your salaries. 

Mr. Cocersuaut. That is a correct figure. 

Mr. Tromas. Against administr: ative costs of $4,408,725? 

Mr. CogarsuAann. That is right, sir. 

Mr. Tuomas. Mr. Reporter, will you take this table on page 19, and 
make it into a table for 1952, 1953, 1954, and 1955, showing the amount 
of money returned to the Treasury by virtue of renegotiation for 
each of those 4 years, and the administrative costs, 

(The information referred to follows :) 


Refund de- | Administra- 





Fiscal year terminations | tive expenses 
1952. . | $926, 003 $1, 617, 483 
1953 A 19, 044, 768 5, 133, 231 
1954 119, 463, 169 5, 143, 144 
1955 --| 167, 256, 288 4, 408, 725 





Mr. Tuomas. You do not give your administrative costs here for 
1952. 

Mr. CoaorsuaLt. Yes. $1,617,000. 

Mr. Tuomas. You only operated about 3 months that year. 

Mr. CogGrsHaLu. That is right. 

Mr. Tuomas. And what you renegotiated was $926,000. We lost 
money on you that year 

Mr. CoaGrsHauy, Yes. 

Mr. Tuomas. In the next year, 1953, you renegotiated what? Let’s 
get that figure. 

Mr. CocGrsHaALL. $19 million. 

Mr. Tuomas. Is this the dollar amount of comeback ? 

Mr. CoaersuatL. No. This is recoveries. These are the actual 
recoveries, 

Mr. Tuomas. You recovered $19,044,768 with administrative costs 
of $5,133,231. In the fiscal year 1954 you recovered $119,463,169 with 
administrative costs of $5,143,144. In the fiscal year 1955 you recov- 
ered $167,256.88 with an administrative cost of $4, 408,725. 

Your recoveries are increasing and your administrative costs are 
going down. 


ees 
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Mr. Putres. Could we have an estimate for 1956, or would that 
be impossible ? 

Mr. Cocarsua... At the first 6 months it is running at about the 
same rate as last year. It was roughly $80 million, for the first 6 
months of fiscal year 1956, of recoveries, the bilateral agreements 
plus unilateral orders. There also are a substantial number of agree- 
ments in process, which have not yet been finalized, in our hands, of 
about $70 million. So you can take $80 million plus $70 million and 
there are $150 million of recoveries in sight. ‘The $70 million are 
certain plus the $80 million which have already been signed. 


STAFF OPERATIONS 


Mr. Tuomas. For the fiscal year 1956 tell us what these 202 people 
in the District of Columbia do, and what they will be doing or what 
that 175 will be doing in 1957. 

Mr. Coaarsuau.t. May I have the table to tell you that? Which 
page isthat? It will be better if I see that in front of me. 

Mr. Tuomas. I can put that table in the record at this point, but I 
would rather have it in your words. 

Mr. CogarsuautL. Yes; I will put it in my words, I would just like 
the table before me. 

We had it split up by departments. 

Mr. Tuomas. Page 22 and following will give you some help. There 
is another one on page 24, reports withheld and so forth. I think your 
best one here may be on page 25. 

Mr. Cocarsuauu. That is the one I was looking for. 


OFFICE OF ASSIGNMENTS 


First, in the Office of Assignments, where we have an estimate of 
50 positions for 1957—— 

Mr. Tuomas. What do you mean by Office of Assignments / 

Go ahead and give us a breakdown of each step you take, in your own 
words. 

Mr. CoacresHatL. The first step is the receipt of a filing from a 
contractor. 

Mr. Tuomas. In other words, the law says that these contractors 
with over $500,000 worth of renegotiable business must annually file 
a report with whom ? 

Mr. CoccrEsHALL. It says more. They must file with the headquar- 
ters of the Renegotiation Board. It says more than $500,000. They 
must file if they have any renegotiable business. 

Mr. Tuomas. Go ahead. 

Mr. CoacrsHatt. That meant the filings this last year jumped from 
39,000 to 52,000. 

Mr. Tuomas. Every one of them has to file in the District of 
Columbia? 

Mr. CoeersHatn. Therefore, the Assignment Section gets the work 
in the first instance on those filings. Mr. Semple, who heads that 
office, with his staff, for which we ask 50 positions, has the responsi- 
bility for receiving these filings. They send out letters of preliminary 
filing. The mailing list is close to 100,000, is it not, Mr. Semple? 

Mr. Sempre. No; we have 50,000. 
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Mr. CoccrsHau. 50,000 filmgs were received this last year. It ran 
up to over 50,000. It has been simplified for those who have less than 
$500,000. They have merely to file a statement of non-applicability. 
But they certify that aggregate receipts and accruals undersrenego- 
tiable contracts and subcontracts are less than $500,V00. 

The remainder, to use round figures, shake down to 10,000 filings, 
showing renegotiable business in excess of $500,000 in that period. 
That must be backed by forms, approved by the Bureau of the Budget, 
giving a breakdown of expenses and costs. 

Mr. Tuomas. Out of that 10,000 how many of them do you think 
you are going to do a little business with ? 

Mr. CogcrsHatt. About 3,000. 

Mr. Tuomas. What do you do with those 3,000? 

Mr. CoccrsHati. Those 3,000 are assigned, according to their loca- 
tion, to the particular geographical districts covered by either the 
New York regional board or Chicago regional board or Detroit re- 
gional board or the Los Angeles regional board. 

Mr. Tuomas. The actual renegotiation is done in those four district 
offices ? 

Mr. CoecrsHauy. That is right. 

Mr. Tuomas. The amount of cases is less than 2,500. 

Mr. CocersHaALu. It has been running 3,000. We estimated for 
1957, fiscal, 2,400, and it now looks as if it will be somewhat larger. 

There are two reasons why the figure is running ahead. One, the 
standard commercial article exemption has not resulted in as many 
filings going 

Mr. Tuomas. How much work is involved in screening 50,000 or 
60,000 reports and collecting from about 3,000 with some meat in 
them? How much work is involved in that ? 

You are looking for the meat, are you not? 

Mr. CogersHaLu. Of course, the screening is one of the most im- 
portant functions. I would say the handling of the assignments is 
predominantly recordkeeping, to begin with. When it comes to the 
screening that is one of the most important functions because it re- 
quires a good deal of experience and knowledge. In the screening of 
the 10,000 filings showing renegotiable business above the statutory 
floor it is important to be sure that you don’t withhold those with ex- 
cessive profits. 

We did not take the chance actually in the war of that happening. 
In the war they used to assign them all. That is the War Department 
did. I was connected with the War Department Price Adjustment 
Board. They were all sent to the field. But we have learned that, 
through this screening process, the cost of those eliminated, properly 
eliminated on the basis of background experience, is about $50 per 
screening as against $600 average cost of assignment to the field. 





VOLUNTARY REFUNDS 


Mr. Tuomas. What part of this $167 million that was recovered last 
year was voluntarily paid without any action or warning from the 
Board ¢ 

Mr. CoacesHatu. That was very little. I could not give you the 
exact figure, but I know it was very little. And I can give the reason. 
The reason why there was such a very small amount of this last year 
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compared with prior years was the uncertainty obtaining as to the 
extension of renegotiation beyond December 31, 1954. 'T he President 
did not request extension until March this last year, as you will recall, 
and the bill was not passed and signed until some time in August, 
August 1 or August 3. 

Mr. THomas. It does not expire until the 31st of December of 1956. 
Is that correct? 

Mr. CocersHaty. That is correct, sir. 

Therefore, no one would make voluntary refunds for the year 1954 
in advance of a determination that renegotiation liability would con- 
tinue to exist. Therefore, our voluntary refunds are very small for 
the 1954 year, in this last period, very small. 

Mr. Tuomas. This appropriation 1s based upon the full fiscal year ? 

Mr. CocersHaLn. That is right. 

Mr. Tuomas. The existence of the Board, as it stands today, is for 
the first 6 months of the fiscal year 1957. And certainly it would be a 
mistake in my judgment to not continue it. The Board is certainly 
doing a fine job. 

Do you think the committee ought to make an appropriation here on 
a full fiscal year or the first 6 months? 

Mr. CoacrsHar.. For the full fiscal year because the liability extend- 
ing through December 31, 1956, means that filings are not made with 
the Board until May 1, 1957. The filings are only due at that time. 
And past experience shows that they will ‘continue for some time there- 
after. 

Mr. Tuomas. To be really accurate about it, your authority beyond 
December 31 does not exist. But your authority back through the 
years since its inception does exist. So you will not go out of 
business. 

Mr. CoccrsHaLy. That is right. 

Mr. Tuomas. Until those fiscal years are completed, which may 
be 2 or 3 or 4 years. 

Mr. CoccEsHALt. That is quite correct, sir. 

Mr. Evins. Mr. Coggeshall, I was looking over the hearings of last 
year and notice there has been considerable change in the top person- 
nel at your Board. Mr. Roberts was chairman last year 

Mr. CocersHaty. He resigned October 31. 

Mr. Evins. Mr. Hartwig is still with the Board ? 

Mr. CoccesHati. Mr. Hartwig is still with us. 

Mr. Evins. And Mr. Joss? 

Mr. CoacrsHatu. Mr. Joss died unfortunately at the end of March, 
of a coronary trombosis. 

Mr. Evins. One of your last year’s Board members has passed away 
and another has resigned ? 

Mr. CoccrsHatn. That is right, si 


BACKGROUND OF THE CHAIRMAN OF THE BOARD 


Mr. Evins. As Acting Director, did you come from the Defense 
Department to the Board ? 

Mr. CoccrsHaLt. No. At least not directly. I have been connected 
with renegotiation for 4 years in the war; subsequently in 1949 I 
joined the Militar y Renegotiation Policy and Review Board and the 
Air Force Division of the Armed Services Renegotiation Board, in 
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1949, and I was appointed by the Secretary of Defense to the Wash- 
ington regional board, no longer in existence, when it was set up in 
1952, and transferred to the New York regional board 2 years ago 
or a year and a half ago. I was appointed by the President last 
February to this Board, ‘and I was sworn in on the 2d of March. 


REFUND DETERMINATIONS 


Mr. Evins. This $380 million of determinations, that does not mean 
the amount of money collected, but that means the total of the 
contracts ¢ 

Mr. CoecresHatt. No. Those are the recoveries. Those are the 
adjustments of excessive profits, determinations of excessive profits 
covered either by bilateral agreements or unilateral orders. 

Mr. Evins. This chart our chairman spoke of I am very much im- 
pressed with, too. It shows such a phenomenal increase. You do not 
state that that represents $167 million plus returned to the Treasury 
last year as a result of your Board work? 

Mr. CoccrsHaty. Yes; those are the year’s figures. ‘That is not a 
cumulative figure; that is a 12-month figure. 

Mr. Evrns. Does that include tax exemptions or writeoffs author- 
ized to the contractors, or do you use these exemptions to build up 
your figure ? 

Mr. CogcesHaLL. We operate under the law which you gentlemen 
gave us. We operate before taxes, the concept of renegotiation being 
that sales and profits before Federal taxes are what we pass judgment 
on, not after taxes. Contractors who have paid their Federal taxes— 
they haven’t always, but those who have—apply to the Treasury for 
a Federal tax credit, where they pay. And that is transferred on the 
books of the Treasury of the United States from the Bureau of In- 
ternal Revenue to general receipts of the United States Treasury. So 
we have to run our books in accordance with that procedure. 

Mr. Evins. This figure does not represent 

Mr. CocersHaLi. That is not the net amount. In some years a con- 
tractor’s tax was 50 percent, and in some years with excess profits taxes 
it was 70 percent. We don’t run our books that way. The Treasury 
runs those books. 

Mr. Evins. Can you give us a statement as to the actual dollars that 
are returned to the Treasury by the work of your Board ¢ 

Mr. CoccrsHatn. Renegotiation refunds are not so credited to the 
Treasury. We have to use the figures the way the Treasury uses them. 

Mr. Evins. You are operating on 1951 contracts now ? 

Mr. CoeersHaLy. We have pr ractically nothing left for 1951. 

Mr. Evins. What about 19524 

Mr. CocersuHat.i. We have very little left for 1952. I have exact 
figures if you are interested. 

“Mr. Evins. That is not nec essary. 

Mr. CocersHati. The bulk of our renegotiations are concentrated 
on the 1953 year now. 

Mr. Evins. They receive a contract and have been paid for that 
amount. 

Mr. CoacrsHauu. These are the receipts and accruals. We have been 
operating on contractors’ 1951 year, which is practically out. We 
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made over 6,000 assignments to the field. There were only something 
over 100 open at December 31, 19 55, and there were 165 delinquent 1951 
filings made to the field this year. 

Mr. Evins. Leaving off the delinquents and leaving off the tax 
exemptions and these other figures, could you supply for my informa- 
tion the amount of actual dollars returned to the Treasury represented 
by checks sent to you or to the Government ? 

Mr. CocersHati. They do not send the checks to us; they send them 
to the military services, you see—either the Air Force or the others, to 
be transferred direct to the Treasury of the United States and the 
general funds of the Treasury. The tax credit which they get from 
the Bureau of Internal Revenue is counted by the Treasurer of the 
United States as receipts on account of renegotiation. 

Mr. Evtns. So you do a bookkeeping job “for the Treasur y and the 
Defense Department then? 

Mr. CoacesHatt. No; we don’t do the bookkeeping job. 

Mr. Evins. You have tabulations here indicating such. 

Mr. CoccrsHatn. This is the way our agreements are reached : Peo- 
ple agree to refund, we will say, a million dollars subject to Federal 
tax credit if they have paid the taxes. The Bureau of Internal Rev- 
enue—now the Internal Revenue Service, I think they call it—fig- 
ures the amount of credit, and sends them a notice, sends a notice to 
the Department of the Air Force, which is the collecting agency, or 
the Army or the Navy or the Atomic Energy Commission, as the case 
may be, that on $1 million they are due to pay, we will say, $400,000 
cash, and there is a credit of $600,000. 

Mr. Evins. The thing I am driving at is this chart looks so im- 
pressive that I think we ought to pass legislation to set up an additional 
Renegotiation Board if we can make that much recovery. 

Mr. CoccrsHatu. The net is close to 50 percent of that figure. I 
will tell you that. 

Mr. Evins. You can cut it down by a half? 

Mr. CogcrsHatn. Yes, that would be about right. 

Mr. Mitts. May I interrupt? 

If we were like the Internal Revenue Service, collecting promptly 
within a few months, we would have this full amount. But what is 
happening is these people have paid taxes on profits that they did 
not make if we take it away from them. 


WORKLOAD ITMPOSED BY COMMERCIAL ARTICLES AMENDMENT 


Mr. Evins. You state on page 26 of your justification that the com- 
mercial articles amendment has imposed additional work. What is 
that additional work ? 

Mr. CocersHa. I think that particular statement in my paper is 
the understatement of the year. 

Mr. Evrns. Give us a little detail. 

Mr. CoccesHatyi. I must say that the mass of standard commercial 
article requests for exemption are not too detailed or difficult, but 
they have to be carefully studied because of the criteria set up by you 
gentlemen of the Congress, namely, that we must be satisfied that 
competitive conditions were or were not such as reasonably to prevent 
excessive profits. The definition of a standard commercial article is 

not too difficult, but passing on whether or not competitive conditions 
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were such as reasonably to prevent excessive profits does require a good 
deal of economic study. And we have an economic adviser’s office 
with a small staff, which prepares recommendations and opinions 
which are placed before the Board by the Screening and Exemption 
Committee. We in the Board reach the decisions as to whether they 
should be granted or denied. 

As I say, the large percentage of those applications in form are 
not too difficult or complicated. But occasionally we get some which 
are. We had one recently, a big company in the electrical industry 
that presented a request for exemption of products going close to 
$100 million of standard commercial articles. There was not any 
question but what most of them qualified as standard commercial arti- 
cles, but there was a very grave question whether they met the criterion 
of competitive conditions being such as reasonably to prevent ex- 
cessive profits. Their filing embraced 16 volumes, if my recollection 
is correct, covering something like 20,000 to 30,000 products. We 
broke those products down into 93 classifications, some of which were 
granted, and the larger portion was denied. 

Another company in the same field turned in a 12-volume applica- 
tion of that sort covering some 40,000 to 50,000 electrical products. 

Mr. Evins. You did a considerable amount of this evaluation be- 
fore this amendment was adopted ; did you not ? 

Mr. CogcesnAuu. I believe a fair amount was done, yes. 

Mr. Evins. How much was the largest recovery from any indi- 
vidual et in the past year? 

Mr. Coccrsnati. I would have to draw on my memory. I have 
Pita whether the largest refund last year was $20 million or if 


$10 ‘million was the largest. Refunds have run up to as high as $24 
million. I think the largest this last calendar year was $10 million. 


EFFECT ON WORKLOAD OF SUBCONTRACTS 


Mr. Evins. What effect has the Defense Department subcontracting 
policy had upon reducing your workload ? 

Mr. Coccrsnann. Their subcontr acting policy? Just what are you 
referring to, Mr. Evins? Iam not sure. 

Mr. Evins. Sometimes they let a huge prime contract, and then in 
that contract it is stated that they must let subcontracts under this 
prime contract. 

Mr. Coaarsuaun. Yes. 

Mr. Evrns. If they let 100 or 50 subcontracts does that affect your 
workload ? 

Mr. Coccrsnatn. Oh, yes. Each and every subcontractor is sub- 
ject to renegotiation. I know some in the airframe field that have as 
many as 2,000 subcontractors, at least. I think with any of the 
good-sized, more important airframe companies, the larger ones—we 
can take Boeing, for example, and Douglas, and Republic down in 
Long Island. I don’t think any of them have less than 2,000 subcon- 
tractors. 

Mr. Evins. If they have an extensive subcontracting program it 
might bring the contracts under the statutory minimum, and your 
workload might be reduced. 

Mr. CoaersnALu. Our experience in the airframe field has been that 
the typical subcontractor who used to run perhaps $250,000 or $500,000 
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sales, and was not liable to renegotiation, is now running anywhere 
from $1 million to $2 million sales. And even with the increased floor 
of $500,000 there are more renegotiable subcontroctors in that field 
than there used to be. 

Mr. Evins. It would make more cases for your Board or less? 

Mr. CoccrsHatu. It would make more. 

Mr. Mitts. That does not relieve the prime contractor at all. 

Mr. Evins. Certainly not. 

What proportion of your filings result in recovery? That may have 
been answered already. 

Mr. CoccrsHauu. No, it was not answered, but I can tell you very 
readily. The percentage of recovery, in the large, of the assign- 
ments made to the field on which we keep our records, the assign- 
ments over a 4- or 5-year period, represents 16 percent of those sent 
to the field. It is currently running over 20 percent. The screen- 
ing has been more selective, more effective. In other words, we are 
sending a larger proportion of hardcore cases to the field than was 
the case 2 or 3 years ago, based on experience. Also the economy 
has been much more prosperous in 1954 than was the case before. 
A great many contractors who were screened out in prior years are 
now being sent to the field because they are having at least their 
share of the increased prosperity in 1954. And we presume we are 
going to continue to see that in 1955. 


NONFILING BY CONTRACTORS 


Mr. Tuomas. What percentage of the contractors and subcontrac- 
tors who are supposed to file do not file, and what penalty do you 


put on not filing? 

Mr. CogcrsHa. I had a very careful study made of the result of 
the estimated 8,000 filings which were found to be delinquent last 
year, and I reported the detail in my opening statement. We be- 
lieve that as a result of the energetic followup which was made in 
those cases it resulted in something close to 6,000 being accounted 
for one way or the other, 5,100 filings were made; 830 when the As- 
signment Section and counsel’s office followed them up for informa- 
tion in regard to the amount of renegotiable business which had 
not been reported, were found to be so negligible that they wiped 
out some 800. We have a reasonable number who have not responded 
after repeated inquiry, registered letters, telegrams, and so forth. 
They have been sent to the Department of Justice. 

Mr. Kivlan, have they instituted prosecution in any case? 

Mr. Kivian. Not yet. 

Mr. CoeersHati. But they are preparing prosecution. 

Mr. Tuomas. What is the number ? 

Mr. CoaersHatu. I think it is something like 37. And we are pre- 
paring about that additional number to be sent to the Department 
of Justice. 

Of those 5,000-odd filings found to be delinquent, which were made, 
we found there was no more than 10 percent which represented rene- 
gotiable business in excess of the statutory floor. 

Mr. Tuomas. That does not mean that the 10 percent owed any 
money ; does it ¢ 
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Mr. CoacrsHaLit. We don’t know. They were above the statutory 
floor. We just don’t know yet. 

We did find one amusing case concerning a man whose name came 
to us as a subcontractor to the Boeing Aircraft Co. as having had 
a renegotiable contract. He was sent a number of letters, and’ finally 
we got the story that he had sold something like $1,000 worth of 
manure to Boeing for a plant where they were setting up a garden. 
The plant belonged to the Government, and, therefore, under the 
law, that was a renegotiable contract. But he did not know what re- 
negotiation meant and he said he did not want to know any more 
about it. 

So there are occasional light touches. 


CONTINUATION OF RENEGOTIATION BOARD 


Mr. Putuirs. Mr. Coggeshall, do you look on this as a continuing 
operation indefinitely? Or do you see ahead a termination of the 
renegotiation problem ? 

Mr, Cocersuau. I have attended the hearings of the Joint Commit+ 
tee on Taxation which were called for by the extension of the act last 
March, and Mr. Stamm kindly invited us in the Renegotiation Board 
to attend along with the representatives of the Defense Department. 
I have attended with counsel some half dozen meetings held by the 
Joint C ommittee with the National Association of M: anufacturers, the 
National Security Industrial Associ iation, the Machinery & Allied 
Products Institute, the United States Chamber of Commerce, and 
the Machine Tool Builders’ Association, and so on. There have been 
a half dozen of these meetings anyway. 

As to the Defense Department, it has been a matter of policy for 
them to argue for the extension of renegotiation. They were picked 
by the President to request the extension of the act last spring, you 
will recall. They have argued for it. 

We have considered our part there as what you might call neutral. 
We are administering a law, not making a law. We hold ourselves 
at Mr. Stamm’s disposal for any information he may want, any 
guidance. 

If you take the President’s message of last March as the point 
of departure, namely, the recommendation that renegotiation be con- 
tinued so long as over 50 percent of the budget goes to defense, I would 
say that if that is taken as a proper point of departure and supported, 
it could go on indefinitely. That is what, the representatives of the 
Defense Department have said definitely in these meetings, that they 
see no likelihood for some years to come of presenting a military 
budget of less than 50 percent of the total budget. 


STANDARD COMMERCIAL ARTICLE AMENDMENT 


Mr. Putures. Very briefly, referring again to this standard com- 
mercial article amendment, it is not entirely clear in my mind whether 
the word “article” refers to the finished product of a contractor or 
subcontractor, and he contends he is producing something that was 
common in the industrial field, or whether it refers to articles which 
he himself buys for use in carrying out his contract and upon which 
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he thinks he should pay a standard price and not have to make a 
report. 

Mr. CoccrsHau. Your first is the proper interpretation, namely, 
his finished article. 

Mr. Tuomas. Thank you, gentlemen, and every good wish to you. 

Mr. CocersHatn. Thank you very much, Mr. Chairman. 

Mr. THomas. You have done a fine job. 


Turspay, JANUARY 17, 1956. 


CIVIL SERVICE COMMISSION 
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PHILIP YOUNG, CHAIRMAN 

GEORGE M. MOORE, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

JOHN W. MACY, JR., EXECUTIVE DIRECTOR 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT SERV- 
ICES 

W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 

JAMES A. HAMILL, CHIEF, BUDGET SECTION 


Mr. Tuomas. Will the committee please come to order ? 

We have with us this morning the United States Civil Service 
Commission. It is always very nice to have with us our distinguished 
and capable friends, Phil Young, the Chairman; Mr. Moore, Com- 
missioner; and Mr. Lawton, Commissioner; Mr. Macy, Executive 
Director ; Mr. Williams, Director of the Bureau of Management Serv- 
ices; Mr. Uhlenhop, Chief, Budget and Finance Division; and Mr. 
Hamill, Chief, Budget Section. 

If you or any of the members of the staff have a statement for us 
we would be delighted to listen to you as long as you may care to want 
to talk, provided you are through by 11:30 because we have a full 
committee meeting at that time. 

Mr. Youna. I do have a prepared statement, Mr, Chairman, and we 
will, of course, be glad to answer any questions the committee may 
have. 

.Mr. Tuomas. Proceed in your own way, sir. 


GENERAL STATEMENT 


Mr. Youna. Mr. Chairman, members of the committee, it is a 
pleasure to meet with you once again to discuss the work of the Civil 
Service Commission during the past year, and its activities, programs 
and financial requirements for the current and coming fiscal years. 

I would like to begin my remarks by reviewing the current status of 
the Commission’s programs, particularly as conditions reflect the fru- 
ition of some of the plans I have discussed with you during past 
hearings. I also want to discuss briefly some future programs. 
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NEW APPOINTMENT SYSTEM 


When I met with you approximately 1 year ago, I stated that one 
of the constructive acts of the previous Congress in the field of civil 
service administration had been the passage of the law modifying the 
so-called Whitten amendment which restricted the level of permanent 
employment. This modification made it possible for the Commission 
to initiate a career-conditional appointment system. The full im- 
plementation of that system has now been accomplished. I can re- 
port that through November 30 more than 586,000 employees had 
qualified and had been converted to career or career-conditional 
status. Additional employees will be eligible for conversion under 
Public Law 380 of this Congress, which extended career-conditional 
status to groups of indefinite or temporary employees not previously 
eligible. 

In terms of improving civil service, the beneficial effects of this 
career-conditional appointment system are far reaching. It has un- 
doubtedly strengthened the career aspect of Federal employment and 
has increased interest in Government service. It has helped to attract 
higher caliber applicants for Federal positions and I believe it will 
have a stabilizing effect on the entire Federal service. 

When the career-conditional appointment system became effective, 
36 percent of the employees held indefinite or temporary appoint- 
ments; whereas, at November 30, 1955, only 9 percent of the employees 
were temporaries or held appointments of limited duration. Nearly 
all new appointments in the competitive service are career or career- 
conditional: Most of the unrest and uncertainty which plagued the 
employees serving under indefinite or temporary appointments has 
virtually disappeared. At the same time, however, the 3-year con- 
ditional period which new appointees must serve before receiving 
their career status provides the Government with a good indication 
of the interest of such persons in a Federal career. 


FEDERAL SERVICE ENTRANCE EXAMINATION 


Another important progtamn of the last year was the development 
of a new examination designed to encourage persons of college caliber 
to seek Federal civil-service careers. Through this Federal service 
entrance examination, which consolidated in a single examination 
over 100 separate examinations previously given, Federal agencies will 
be able to obtain better qualified people for a wider variety of jobs. 
It is estimated that approximately 7,700 appointments in 220 occupa- 
tional categories will be made from the registers resulting from this 
examination. 

I believe that this new Federal service entrance examination will 
demonstrate that the Federal service can attract, on a regular and 
continuing basis, qualified persons with potential for growth. The 
Commission has publicized the examination widely in colleges and 
universities and a record number of 30,875 applicants filed to take the 
initial examination. ‘This is particularly significant when you con- 
sider that the group reached Gronek this examination represents an 
important source of future leaders in the career civil service. 
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TRAINING PROGRAM 


It is also important for the most effective conduct of Government 
affairs that the Federal service provide for training and continued de- 
velopment of persons after they are appointed. In this way the Gov- 
ernment can more fully capitalize on its manpower resources, with a 
resulting increase in efficiency. 

I stated to the committee last year that— 

By direction of the President, I have recently issued a letter to agency heads 
encouraging them to utilize inservice training processes in order to improve the 
performance of their employees. 

The policy statement requires agency heads to provide systemati- 
cally for the training, ioalieniash and effective use of employees at 
all levels, to help them do their work in the best-known ways, and to 
adapt to changing program needs. It requires agencies to make 
periodic inventories of their training needs and progress. It provides 
that the Commission inform the President of current training 
practices. 

Agencies are now putting the policy into effect. The Commission 
through its inspections and consultations, as well as by agency reports, 
is evaluating the training policies, programs, and practices in the 
ugencies. When this evaluation is complete, we will be able to 
inform the President of problems as well as progress in the field of 
inservice training. We intend to follow up on our findings; to en- 
courage and help agencies make needed improvements; and to recom- 
mend any Presidential or congressional action required. 

We have already determined there is a significant need for congres- 
sional authority to train employees in specialized fields when facilities 
do not exist in Government. The Commission is submitting for con- 
gressional consideration a legislative proposal designed to meet. this 
need, 

EXTENSION OF COMPETITIVE SERVICE OVERSEAS 


In another ee of personnel administration, the competitive serv- 


ice was extended last August to cover some 10,000 positions in Alaska, 
and will again be extended this April to some 20,000 Defense Depart- 
ment positions located in Europe, the Far East, and the Pacific area. 
These actions mark a major step in the further development of the 
merit system and provide, for the first time, a worldwide competitive 
civil service. This extension stimulates and facilitates the inter- 
change of civil-service employees between overseas and domestic 
career positions. The Commission is now planning further extension 
of the competitive system to appropriate overseas positions in other 
agencies. 
INCENTIVE AWARDS PROGRAM 


Now I would like to comment. on one of the most challenging activi- 
ties in the Government’s current personnel program, and one in 
which I take particular interest and pride. This is the new incentive 
awards program, which became effective November 30, 1954. The 
new law authorizing this program is a clear directive that incentive 
awards be used to encourage all civilian employees of the Federal 
Government. to participate in the task of improving the efficiency 
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and economy of government operations through good suggestions and a 
superior performance. | 
Significant results have already been achieved. Data obtained for 4 
the period November 30, 1954, to June 30, 1955, show results which i 


will be as gratifying to you as they are to me. Over the 7-month 4 
period, 138,000 suggestions were received; 35,000 suggestions were : 
adopted; 3,850 superior performance awards were granted; cash 
awards granted to employees totaled 1,526,326; and the American 
taxpayer benefited in improved services to the tune of about 
$40,724,000. More suggestions were received, more suggestions were 
adopted, and more superior performance was recognized than ever 
before. For example, there was a 34 percent increase in suggestions 
received over fiscal year 1954. The record is all the more encouraging 
when you consider that the program is still gaining momentum. 
Based on experience to date, I am convinced that more good sugges- 
tions and superior performance will result in further increases in 
production, improved safety, and better service to the taxpayer—all of 
which add up to improved Government operations. We intend to 
continue emphasizing the program to the departments and agencies 
with special emphasis on the need for strong leadership by manage- 
ment at all levels, and effective administration insuring prompt and 
proper action on both suggestions and superior performance. 


LAREN 





EMPLOYEES’ LIFE INSURANCE PROGRAM 






The employees’ life insurance program is now well established. 
Approximately 95 percent of eligible employees, including Members 
of Congress and employees in the legislative and judicial branches, 
participate in the plan. Approximately 135,000 more individuals 
will be included through the amendment to the basic legislation made 
last August which authorized the employees’ life insurance fund to 
assume the life-insurance agreements of employee beneficial associa- 
tions. This extension of the fund’s coverage will result in additional 
work for the Commission in the administration of the fund. 


POSTAL CLASSIFICATION APPEALS 


A new workload was placed on the Commission effective December 
3, 1955, as a result of the Postal Field Compensation Act of 1955. 
This act gives postal employees the right to appeal the action of the 
Postmaster General in ranking the postal employee’s position for 
salary purposes under the postal classification plan. Actual experi- 
ence with these appeals is still very limited, although there is the 
potential for a considerable volume of uncontrollable workload. 














RECODIFICATION 





We are also programing for the fiscal year 1957 a recodification of 
title 5 of the United States Code. This title, “Executive Departments 
and Government Officers and Employees,” contains most of the laws 
relating to personnel administration. There is urgent need for an 
orderly and systematic arrangement. A recodification would be a 
material improvement and of benefit to Members of Congress and 
administrative officials who deal with personnel matters. 
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FEDERAL EMPLOYMENT 


I will comment briefly at this point on the forecast of Federal em- 
ployment and hiring needs which are basic to the Commission’s opera- 
tions. The total civilian employment on June 30, 1955, was 2,397,220. 
This level is expected to stabilize during fiscal years 1956 and 1957 at 
approximately 2,390,000. For the fiscal year 1957, it is estimated that 
85 percent of the total employment, or 2,035,000 employees, will be in 
the competitive service. This includes the positions overseas and in 
Alaska, which I mentioned previously. 

There is always the need to hire new employees each year because 
of turnover in the competitive service due to resignations, deaths, dis- 
missals, and retirements, The annual new hire rate for the fiscal year 
1955 was 16.9 percent or an average monthly rate of 1.4 percent. In 
view of constructive improvements in the Federal service, some of 
which I have already mentioned, it is expected this rate will drop even 
lower in the fiscal years 1956 and 1957—to an average of about 15 per- 
cent annually. By applying this 15-percent new hire rate to the 
expected average caeeneas in the competitive service, for the cur- 
rent and following fiscal years, we have the basis for estimating that 
new hires will be around 305,000 each year. 


APPROPRIATION LANGUAGE CHANGES 


Under the “Salaries and expenses” appropriation, several deletions 
are recommended in the appropriation language. The language pro- 
posed for deletion has outlived its usefulness. These deletions will in 
no way change the existing responsibilities, authorizations, or re- 


strictions, but they will go a long way toward simplifying the appro- 
priation language. 


DOLLAR REQUIREMENTS, SALARIES AND EXPENSES 


In the “Salaries and expenses” appropriation, an amount of 
$17,618,000 is reqeusted. ‘This represents an increase of $327,500 over 
the amount required for our operations during this fiscal year. Most 
of the increase requested is needed for objects of expenditure other 
than personal services. 

Personal services: A net increase of only $73,900 is requested for 
personal services. The largest increase, amounting to $116,100, is in 
our inspection and classification audits activity; increases in other 
activities total $91,200. These are partially offset by a decrease in the 
requirements of the investigations activity amounting to $133,400. 

ther objects of expenditure: The major increases in other objects 
of expenditure are as follows: 

Travel expenses account for $65,000, of which $50,000 results from 
higher per diem and mileage rates authorized by Congress, and 
$15,000 is needed primarily to carry out a more effective cycle in 
field inspections and classification audits. 

Communication services: An increase of $24,000 for communica- 
tions will be required in fiscal year 1957 to reimburse the General 
Services Administration for a proportionate share of the salary cost 
of telephone switchboard operators in Washington. 
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Printing needs: An increase of $71,300 is also requested in object 
06—printing and reproduction. Current printing demands are in 
excess of funds available during this fiscal year, and some items of 
e inting will have to be deferred to fiscal year 1957. I want to stress 

ere that printing is one of the principal means by which a central 
staff agency like the Commission gets its work done. Much of the 
examination material has been used so many times that new as well 
as reprinted series of questions are needed to assure adequate supplies 
for examining requirements. We are critically dependent, not only 
on the materials necessary for examination purposes, but also on 
printed instructions and standards issued to thousands of appointing 
offices and personnel officials throughout this country and abroad. 

Other contractual services: An increase of $19,000 is needed pri- 
marily for repairs to machines and furniture and for building altera- 
tions. 

Equipment: An increase of $71,900 is required for equipment pur- 
chases primarily for the replacement of typewriters, office machines, 
filing equipment, and miscellaneous office furniture. 

A discussion of increases needed for personal services will be found 
under the appropriate activity, and the increased needs for other 
objects of expenditure mentioned above are discussed in another sec- 
tion of the document which has been furnished to the committee. 


INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


For the appropriation “Investigations of United States citizens for 
employment by international organizations, ” the Congress did not 
appropriate additional funds for the current fiscal year, but author- 
ized the reappropriation of the unobligated balance as of June 30, 
1955. This authority made available $398,385 for the current fiscal 
year. This reappropriated amount will not be adequate to process 
the workloads which have developed this year, and we have submitted 
a request for a supplemental appropriation. For the fiscal year 1957, 
we are requesting $574,000 to process all workload estimated to be 
received that year. 


PAYMENT TO @rvit Service RETIREMENT AND DisApitiry Funp 


I would like to conclude with a statement about our request for 
payment to the civil service retirement and disability fund. 

We are requesting an appropriation of $295 millions for the retire- 
ment fund, an increase of $62 million over the amount made available 
by Congress for the current year. 

The Committee on Retirement Policy for Federal Personnel, cre- 
ated by Congress in 1952, recommended that the civilian retirement 
system should be funded where practicable on a “normal plus interest” 
basis. Under this method, retirement costs attributable to current 
service are met in the year that the service is rendered, and the growth 
of the existing unfinanced past service liability is arrested. 

The Committee recognized that immediate achievement of this 
method might not be possible, and proposed that— 


the Government start with such lesser amount as may be determined to be 
feasible, with the aim of ultimately reaching this goal. 
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For 1957, it was determined that the feasible amount represented 
about 35 percent of the full cost on a “normal plus interest” basis. 
This amount also is sufficient to prevent any diminution of the em- 
ployees’ equity in the fund during 1957. 

Commissioners Moore and Lawton are here with me today. After 
their comments, we will be happy to discuss any of our programs in 
as much detail as the committee wishes. 

Mr. Tuomas. That is a good statement. Mr, Lawton, do you have 
a statement ¢ 

Mr. Lawton. I don’t have anything to add. We thoroughly agree 
with the statement that was made by the chairman. 

Mr. Tuomas. What about you, Mr. Moore? 

Mr. Moore. No, Mr. Chairman, I do not have a statement except to 
say that I endorse wholeheartedly the statement of Chairman Young 
and we feel that the increase of $327,000 for fiscal year 1957 is fully 
justified. 

Mr. Tuomas. I have looked over your justification—spent several 
hours on it. Certainly, you have made a good statement and you show 
an increase in a good many items. There are increased personnel 
costs, most of which is due to the pay act, increased travel costs, and 
other things. 

I am disappointed in certainly two aspects of your retirement sys- 
tem. One is that you bring into the Federal civil service your in- 
definite employees which, I think, is a good thing; but when you 
bring them in, you bring in some 400,000 or 425,000 employees and 
a liability of $1 billion to $11 billion and you do not bring in one 
penny toward paying that liability. Why, now? You weaken the 
retirement system by at least a billion dollars when you bring them 
in on account of their prior service. Yet you do not bring in one cent 
of contribution to the fund by virtue of that prior service. Then, to 
aggravate it, you seek an appropriation of $295 million for the retire- 
ment fund when by your admission it ought not to be a penny less 
than $900 million—one-third of what it ought to be. If you are going 
to balance the budget, you certainly ought not to try to balance the 
budget at the expense of these employees. What you have done is 
created a liability and a deficiency in the retirement fund this year 
by not less than $1,600 million. 

Mr. Young. I think the approach has to be a long-range approach 
over a period of time as to what you are going to do. 


BASIS FOR FEDERAL CONTRIBUTION 


Mr. Tuomas. I am not falling out with you for that. You set the 
formula. Your formula is normal-plus-interest. We will go along 
with you on your formula, but you did not do it. 

Mr. Youna. That is what the committee recommended. The basis 
for the $295 million was calculated in that way; a proportion of the 
total requirement, as recognized by the committee, was approved. 

Mr. Tuomas. You just put in or you just request one-third of the 
necessary amount to follow out your own formula. Now, what about 
your indebtedness ? 
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Mr. Youna. For the coming fiscal year ! 
Mr. Tuomas. That’s right. Are you going to get solvent fast ? 
Mr. Youna. I think you have to step it up. paces ' 
Mr.-Tuomas. By paying one-third of your accrued liability for this 
year? If you do that, it does not take many years, you know, to in- 
crease your insolvency from about $13,600 million up to an indefinite 
amount or to the point where it is not worth the paper it is written on. 

Mr. Youna. Well, the insolvency, of course here, is the insolvency 
of the United States Government. 

Mr. Tuomas. That is right. But then we could throw the fund out 
the window; the figures do not mean anything. We rely on the 
Government generally. 

Mr. Youne. The difference in assumption between you and me is 
that I look forward to a gradually steppedup series of contributions to 
the fund on a long-range basis. 

Mr. Tuomas. Do you want me to get your language out? That is 
what you said 3 years ago. 

Mr. Youna. Then this is the fourth year I have said it. 

Mr, Tuomas. And it does not mean any more than it did the third, 
second, or the first time you said it. 

Mr. Youna. I will have to disagree with you on that. You have 
the report of the committee and the establishment of the—— 

Mr. Tuomas. You do not put a penny in it. This committee had to 
put in about $250 million—— 

Mr. Youna. That is correct. 

Mr. Tuomas. This year you come along with the same language 
and just about the same amount of money, which is two-thirds too 
small. 

Mr. Youna. It is $62 million more than the committee put in last 
year. 

Mr. Tuomas. And $600 million short of what it ought to be. 

Mr. Youna. If you are going to get it all at once on that kind of 
a basis—— 

Mr. Tuomas. You are already insolvent to the tune of $1,600 mil- 
lion. Now you are going to add $600 million to it this year. You 
folks are supposed to be financially responsible and that is your slogan. 
I just want to keep you somewhere within shooting distance of your 
slogan. 

Mr. Youne. That is why, after making that remark for 3 years, 
we have a definite amount here, the adoption of a principle, and the 
development of a longer range plan. 

Mr. Tuomas. Following your pattern, how long will it take you 
now at the rate you are going this year and last year and the year 
before last to cut down that deficiency or insolvency of $13,600 million. 
How many years will it take? 

Mr. Youna. May I ask Commissioner Lawton to answer that? He 
is an expert in that field. 

Mr. Lawron. It depends on what you mean by “the rate you are 
going.” If you mean 35 percent of the normal-plus-interest, you will 
never reach it . 

Mr. Ti1omas. That is the rate you are going; isn’t it? 


_ Mr. LAwron. You will never reach it, but it is not anticipated that 
it will remain at 35 percent. 
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Mr. Tuomas, It certainly has for the last 3 years or less, the years 
1954 and 1955. 

Mr. Lawton. Zero. 

Mr. Youna. That is why you should be delighted to see this. 

Mr. Tuomas. You mean on the theory that a crumb beats nothing 
at all? 

Mr. Youna. No, no; it shows an intelligent approach to the prob- 
lem and the will to do the job. 

Mr. Tuomas. When are you going to do the job? That is just the 
point. When? 

Mr. Young. It should be spread over a period of years, in my 
opinion. 

Mr. Tuomas. This is rather indefinite. Commissioner Lawton says 
that it will never occur at the rate you are going now. The question 
is, When are you going to step up your rate where you will begin to 
make progress ¢ 

Mr. Youna. I would step it up next year as far as I am concerned. 
I am sure you will be here longer to observe it than I will. 

Mr. Tuomas. You would not object to seeing that amount for $295 
million stepped up to about $600 million this year? Would it not 
really look better and be better? 

Mr. Youna. To step it up this year? 

Mr. Tuomas. Yes, sir. 

Mr. Young. No, I think it should be done in an orderly fashion. 

Mr. Tuomas. What is disorderly about it when you admit your 
part should be $900 million this year? Is that disorderly ¢ 

Mr. Youna. Well, perhaps it is not disorderly but I think there is 
a more orderly approach. 


cosT OF “BLANKETING-IN” INDEFINITE APPOINTEES 


Mr. Tuomas. In other words, disorderly since the Commission did 
not suggest it. Maybe you can be a little bit more factual on these in- 
definite appointees. How much deficiency did they create in the 
retirement fund when you brought them in? Was it a billion dollars 
or $1,300 million ? 

Mr. Youna. Do you know what this particular figure is, Commis- 
sioner Lawton ¢ 

Mr. Lawton. For the past service of those people it was $429 mil- 
lion. 

Mr. Tuomas. That is what, the number of dollars? It is more 
dollars than that, is it not? 

Mr. Lawron. $429,267,000 was the past service of the new members 
in the fund last year. The biggest item of increase was the liabilities 
resulting from the pay increase which was $821 million. 

Mr. Tomas. What is the total then that you get by bringing them 
in? 

Mr. Lawron. That is the pay increase for everybody including 
those that were in before. 

Mr. Tuomas. How much do they increase the insolvency of the 
fund? What is the round figure? I said a billion dollars. Do you 
agree with that? 

Mr. Lawron. It is nearer to $600 million. 

Mr. Tuomas. Including the pay increases? 
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Mr. Lawton. They were about a fourth of the total, the number of 
people. If you figure what their average salary was, it was slightly 
below the others and so it represents about a fourth of the $821 million 
for pay increases p]us the $429 million for their back service. 

Mr. Tromas. Why was 1’t some contribution made to the fund when 
you brought them in? 

Mr. Lawton. Plus a continuing amount each year for the Govern- 
ment’s share of their contribution—but that is into the future. Cur- 
rently, you added about $630 million. 

Mr. Tromas. My figure of $1 billion is not far wrong, assuming 
about 50 to 60 percent of them are going to finish out their career serv- 
ice of 30 years or 31 or 32 years 

Mr. Lawvon. Your figure would be very low on that basis. 

Mr. Tuomas. How much more than a billion dollars should it be, 
then ? 

Mr. Lawron. I would have to make calculations. 

Mr. Tuomas. The taxpayers are going to have to make up every year 
as long as they stay in the civil service to meet the Government’s 
liability. 

Mr. Lawton. It is 5 percent per year of what their payroll 
amounts to. 

Mr. Titomas. What was the thinking in not taking care of that 
liability in some way, form, or fashion, either by payment of the 
employee, by taking funds from the social-security system, or what 
not? “They have been making a contribution to the social security, 
haven’t they? 

Mr. Lawton. Yes, they are still members and have credit in the 
social-security system. 

Mr. TuHomas. What is wrong in the transfer of their social-security 
contribution to the civil-service fund since the civil-service fund 7 
weakened, no doubt, by at least $1 billion or more? It created : 
liability for that much. Who slipped up on that: the Congress, the 
Commission, the social-security crowd, or what? Talking about good 
old financial stability and good bookkeeping. 

Mr. Vursei. Could that have been done without legislation ? 

Mr. Lawton. No. 

Mr. Vursexw. If it could not have been done without legislation, I 
don’t see that the Congress had courage erough to make the employees 
pay it. 

Mr. Tuomas. Well, they have been paying it all along to the social- 
security system. Why should it not have been transferred over ? They 
ought not to pay it twice. 

Mr. Vurse.x. If it were transferred over, I think the Congress 
would have no objection to that. Possibly if that could have been 
done, I think it should have been done. 

Mr. Tuomas. That certainly is a good example. 

Mr. Vurseww. If we had a choice of taking it away from them we 
would be more likely to give it to them as evidence of what we did in 
the last session of the Congress. 

Mr. Tromas. Well, again, and I think my friend from Illinois has 
made a very good contr ribution as he alw ays does, it certainly is not 
fair to these 1,600 ,000 employees who have been paying their contribu- 
tion month by month and year by year to have another group of an- 
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other three or four hundred thousand move in and weaken the fund to 
which they have been contributing where, on the other hand, the new- 
comers have not put in a penny. b 

Mr. Vursect. The newcomers, if you will pardon me, would benefit. 

Mr. Tuomas. Just as much, 

Mr. Vursecn. Yes, just as much. I think you have a good point 
there. I agree with you. ' 

Mr. Tuomas. What could be done about it? You are talking about 
financial responsibility and financial solvency. We have certainly 
slipped. If this committee slipped, I want to take our part of the 
blame or whatever you want to call it. If it is the Civil Service Com- 
mission or the social-security crowd or the White House, let us put 
it where it belongs. Or if it is the Congress—— 

Mr. Youna. Of course, the employee has to make a contribution, 
too, for his past service. 

Mr. Tromas. Which employee are you talking about? 

Mr. Youna. The one who comes in under the system. He is going 
to have to pay into the fund for past services. 

Mr. Tuomas. Does your justification indicate that? It clearly 
states that by bringing him in you weaken the fund that much and 
indicate that he is not paying 1 penny. That clears the situation 
if he is going to have to pay some. No one makes that contention 
now, does he? Does the Commission make the contention that these 
indefinites are going to have to pay for that prior service and put 
something into the fund? 

Mr. Lawton. They have to pay for their share to get credit for it. 

Mr. Youna. We are talking about the Government’s share. 

Mr. Moorr. That is $429 million. 

Mr. Youna. The employee has to buy his past services; isn’t that 
correct, Mr. Lawton ¢ 

Mr. Lawton. Yes, sir. 

Mr. Tuomas. Your justification does not indicate that, does it? 

Mr. Youna. In our budget we do not take into consideration the 
employees’ share, whether it is paid or not or anything like that. We 
take into consideration only the amount the Government 

Mr. Tuomas. Let’s clear that point now. You are sure that the 
employee is going to have to go back now and pay for his share? 

Mr. Lawron. To get credit for the service if he wants credit for it. 

Mr. Macy. Except for periods of military service which he will 
not have to pay for. 

Mr. Tuomas. That is going to help the fund to that extent. Now, 
the other half of the picture is, are you going to make him pay while 
the Government is not going to pay? He is going to have to get 
current and yet the Government is not going to match his payment? 
That does not look good, does it? There is no doubt about it now 
that the indefinite, before he is admitted to the fund, is going to have 
to dig up for prior service—there is no doubt about that ? 

Mr. Youna. If he wants credit for past service. 

Mr. Tuomas. If he wants credit for past service. 

Mr. Lawton. Let me make one point there. No one has to make 
back contributions to the fund. It reduces his annuity if he does not 
make them, of course. But it is not a requirement that he make 
this contribution and the Government’s share of the service for which 
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he is not contributing, has not contributed, is reduced by a 10-per- 
cent figure, per year. 

Mr. Tuomas. I see. 

Mr. Vourseiy. That clears it up quite considerably. 

Mr. Tuomas. That helps a whole lot. It helps 50 percent. But 
here it is. You have people coming in and paying their money to 
get current. Yet, on the other hand, the Government is not matching 
it either by putting into the fund or on an annual basis. Now, we 
ought to do 1 of the 2. 


EMPLOYEE RETIREMENT AGE 


Mr. Osrerrac. Is there general authority for all this? Is this in 
the statute ¢ 

Mr. Youna. Authority for what ? 

Mr. Osrertac. The formula. 

Mr. Lawron. The employees who are a part of the regular com- 
petitive service other than temporary appointees make contributions 
to the retirement fund. When these people were transferred from 
indefinite appointment to career-conditional appointment they became 
subject to the retirement system and deductions were immediately 
made from the start of the first payroll after they became career or 
career-conditional employees. 

Mr. Putwxtes. On the Hill, I think a Member of Congress has to 
serve in the Congress 6 years, under the law, before he becomes en- 
titled to retirement. How long a time does the civil-service employee 
have to serve to make himself eligible for retirement benefits ? 

Mr. Wuiu1aMs. Five years minimum. 

Mr. OsrerraGc. He has to reach a certain age ? 

Mr. Lawron. Age 62. 

Mr. Osrerraa. Is that the age for any employee? 

Mr. Lawron. There are a variety of retirement ages. For disabil- 
ity, he can retire after 5 years’ service. 

Mr. Ostrerrac. I mean normally. 

Mr. Lawron. Normally, the person with less than 30 years’ service 
cannot retire before 62. After 30 years’ service he can retire optionally 
at 55 or 60. At 55 with a reduction from his annuity and at 60 with 
no deduction. 

Mr. Pures. Can he retire voluntarily at less than that time if 
he takes a smaller annuity ¢ 

Mr. Lawton. With 30 years’ service, at 55. With 5 years’ service 
only, 62 is the minimum. 

Mr. Young. He can withdraw his contributions up to 20 years. 

Mr. Bouanp. All of these indefinite appointees who have come in 
under the new career appointment system, all of them, of course, can 
either join or not join the Federal retirement system; is that correct ? 

Mr. Lawton. Not from the point they come on the roll. Once 
they are on the roll they are under the retirement system from the 
day they go on. For past service, they can pay for that or not as 
they choose. 

Mr. Osrrertac. When you say “on the roll” you mean permanently 
appointed ¢ 

Mr. Lawton. Permanently appointed, career or career-conditional, 
career-conditional being the first 3 years. 
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Mr. OstertaG. Previous to that, their temporary appointment was 
not regarded as mandatory ? 

Mr. Botanp. They contributed to the social-security system. 

Mr. Lawton. If they had indefinite appointments they contributed 
to the social-security system. 

Mr. Vursetu. Do they get back whatever they put in? 

Mr. Osrertac. What do they get back from social security, or are 
they still covered under both ? 

Mr. Lawron. They would be covered to a slight degree if they had 
other service. A good many of these people were in social security 
before they went into the Government. It depends on the amount of 
social-security coverage they have. If they had sufficient coverage, 
they get an annuity. Less than that 

Mr. Osrerrac. If they never return to social security, they have 
lost all their contributions, for all intents and purposes? We are talk- 
ing about the people. 

Mr. Tuomas. In other words, they pay twice. 

Mr. Putiuirs. He is not talking about that factor. He is talking 
about the fact that if they do not take it out they lose their contribu- 
tions to the system for retirement. 

Mr. Ostrertac. Social security. 

Mr. Puixures. That is no different than if you buy a life-insurance 
policy and you don’t die. You don’t get your premiums back. 

Mr. Youne. Good idea. 

Mr. Putiures. I would be for it. 

Mr. Macy. Many of them will, over a full employment career, build 
up sufficient eligibility under social security so that they could acquire 
benefits under both plans. 

Mr. Puiuirs. Both plans? 

Mr. Lawron. A lot of people have them both. 

Mr. Osrertac. A large number of people leave the Government 
service just before reaching the age of 6314 in order to qualify for 
social security under outside employment. 

Mr. Lawton. I do not know whether that is the primary reason or 
not, but a number of people who retire get covered employment and if 
they have sufficient number of quarters of covered employment they 
can draw both social security and civil-service retirement. 

Mr. Tuomas. Is anybody informed as to what the other body is 
doing with reference to the executive pay bill? 

Mr. Youne. Well, they are planning on holding hearings; so far 
as I know, no dates have yet San set with respect to the executive 
pay bill. 

Mr. Tuomas. No date for hearing has been set ? 

Mr. Young. I don’t know of any date. 

Mr. Tuomas. This bill was passed in the House, when, last August ? 

Mr. Younes. I believe so, yes. 

Mr. Tuomas. What compensation was set in the House for the Civil 
Service Commission ¢ 

Mr. Moore. $19,000 for the Commissioners and 20 for the Chair- 
man. 

Mr. Youn. It is the same relative ratio now as it is to the other 
independent agencies in the executive branch positions. All those 
at the 15,000 level go to 19,000 in the executive pay bill. 
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Mr. Tuomas. It certainly is a shame that that has been delayed 
this long. 


GOVERNMENT CONTRIBUTION TO RETIREMENT FUND 


Mr. Pures. This is probably the only item in all the budget on 
which the chairman and I are in any disegreanbnt, I have held 
that we should not attempt at the present time to bring the fund back 
to what would be a normal, sound acturial basis for the fund because 
we have been operating so long on a deficit budget, for the Federal 
Government. 

Mr. Tuomas. Let me interrupt you, John. There is no disagree- 
ment. We will go any way you want to go. The point is that when 
you start, let’s do it on that year’s basis now. 

Mr. Puuuirs. Let me finish now because we may be in still further 
agreement when we are through. 

The difficulty in the past has been that when you operate on a deficit 
basis in the national budget, then when you take in money for these 
same special funds you in effect are not creating a reserve for those 
funds but you are taking that money and spending it for the deficit 
operations of the Government and putting a piece of paper in a port- 
folio carrying the label of that particular fund. 

By doing that, you in effect, if | use the word “deceive” that would 
be too strong, but I will say you deceive the people into thinking 
that that money is in a fund when, as a matter of fact, it has been 


used for the operations of the Government. That would not be per- 
mitted in most trust funds or in State operations of that kind. 


Now, the best thing to do would be, for the time being, to tax the 
people the necessary amount for the operation of Government and for 
the actual payments due, and keep the two separate. 

All right, now, if we are approaching, as we seem to be, a balanced 
budget, then the time has come, in my opinion, when you should begin 
to make these trust funds actuarily sound, but you should not attempt 
to do it all in a great lump sum. Therefore, whatever the committee 
decides to do, this seems to be a reasonable request to begin, and if we 
are not on a deficit basis, but on a balanced-budget basis, then we should 
increase the amount in future years to recreate the actuarily sound 
funds. To do it quickly, would not only be an improper load but an 
unnecessary load of taxation upon the people. Does that sound 
reasonable ¢ 

Mr. Tuomas. We agree with you that on an actuarial basis you 
would have to appropriate about $13 billion today to get it solvent. 
But on the basis that you are following now, put it on the basis of a 
language we can all understand, on the basis that you are now follow- 
ing, pay as you go, it will take about $900 million for this year and 
about the same amount for next year. But instead of that, they come 
in here with a budget request of one-third of that $900 million. So 
we are going from bad to worse by either method we follow. 

Mr. Puitires. Yesand no. In other words, the Federal Government 
has no bonds of a higher agency or higher value into which it can 
put its money. It puts its money into itself. Therefore, if it is not 
actuarily sound in its own operations, it is in effect taking money from 
the people which they think is being set aside for their future benefit, 
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and it is not set aside for their benefit, but used to pay the expenses 
of Government. Some time in the future, when they may be less able 
to pay taxes than they are today, they will be taxed for payments from 
the fund which they thought t ey had been taxed for today. 

Now, it may be six of one and half a dozen of another, but, to my 
mind, it is better to do it as we are being asked to do it in ‘this ‘budget 
request. 

Mr. Osterrac. Is the money that the Government owes this fund 
considered a part of the national debt ¢ 

Mr. Tuomas. I do not think it is but it certainly ought to be. 

Mr. Pures. It is not, is it? 

Mr. Youne. No. 

Mr. Tuomas. It isn’t but it ought to be. It is an obligation of the 
United States and regardless of ‘the legalistic language it is a moral 
obligation and will have to be paid. 

Mr. Puiries. The record should show that we have enough every 
year to pay the demands on the fund. There has never been any ques- 
tion of that. The question is merely how much shall accumulate 
beyond that in the belief that some day we are going to have to draw 
on it. As the chairman has pointed out, more than once, as soon as 
these free riders come into the fund and begin to draw on it, we are 
going to have to put up a whole lot more money than we put up today. 
The chairman is completely right on that point. Our difference is 
only, if any 

Mr. Tuomas. I don’t think there is any difference there. 

Mr. Pures. When we should put it up? 

Mr. OsrerraG. Isn’t it a matter of degree? 

Mr. Tromas. I think so. 


SuMMARY OF APPROPRIATION REQUEST 


Mr. Reporter, I wonder if you will be = enough to insert pages 
i, li, ili, and iv as well as the table on page 2 
( The pages referred to are as follows :) 


JUSTIFICATION OF ESTIMATES OF APPROPRIATION FOR FISCAL YEAR 1957 
INTRODUCTION 


The Civil Service Commission submits its estimates of appropriations for 
fiscal year 1957 for regular operations and for the several appropriations for 
which it is responsible. The comparative summary of appropriations, appro- 
priation estimates, and expense limitation is as follows: 


Steel eintid eid aia Changes, 1957 
Appropriation or fund title F ere F eek pone | estimates 
A | 7 over 1956 


Salaries and expenses, Civil Service Commission. _..---- | 1 $17, 290, 500 | | $17, 618, 000 +-$327, 500 
Investigations of United States citizens for employment by | | 

International organizations " 1 427, 385 | 574, 000 | +146, 615 
Annuities under special acts, Civil Service Commission 2, 170, 000 2, 024, 000 — 146, 000 
Payment to civil service retirement and disability fund, Civil 

Service Commission | 233, 000, 000 295, 000,000 | +-62, 000,000 
Administrative expenses, employees life insurance fund, Civil | 

Service Commission RE ee E ; | 184,350 | 186, 700 +-102, 350 
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Brief comments regarding each appropriation follow: 


Salaries and expenses, Civil Service Commission 


The Commission is requesting $17,618,000 in its “Salaries and expenses” 
appropriation to perform its continuing functions and responsibilities in fiscal 
year 1957. This amount represents a net increase of $327,500 over the amount 
authorized for 1956 including the proposed supplemental appropriation to cover 
the cost of pay increases. 

The major portion of this increase is requested for travel and expenses other 
than personal services. The Commission’s operations require substantial 
amounts for travel, penalty mail, printing, and other related expenses. The 
amounts requested for 1957 are believed to be the minimum necessary to achieve 
effective use of personnel and a well-balanced and coordinated program. 

A net increase of $73,900 is requested for personal services. Of this amount, 
$50,000 is to carry out the Commission’s responsibility under the Postal Field 
Compensation Act of 1955 (69 Stat. 88), which for the first time gives postal 
employees the right to appeal their position classification to the Commission. 
No funds were provided for this function in the Commission’s appropriation for 
1956. However, a request for supplemental funds to carry on this work in the 
latter half of 1956 may be required. 

A more detailed discussion of all of the Commission’s activities is included in 
the body of this document. 


Investigations of United States citizens for employment by international 
organizations 

Funds appropriated under this head provide for investigations by the Federal 
Bureau of Investigation and the Civil Service Commission of United States 
citizens employed or being considered for employment in international organi- 
zations of which the United States Government is a member, and for review 
of reports by the International Organizations Employees Loyalty Board of the 
Commission as directed by Executive Order 10422, as amended. 

The Congress did not appropriate additional funds for this program in 1956, 
but authorized the reappropriation of the unobligated balance as of June 30, 
1955. This provided an amount of $398,385 for 1956 which will not be adequate 
to process the full workload of investigations anticipated in 1956 or to defray 
the cost of pay increases. The Commission is submitting a request for sup- 
plemental funds for this program in 1956. 

Workload estimates for fiscal year 1957 are based upon current experience 
and the funds requested are expected to maintain the entire program on a 
current basis. 


Annuities under special acts, Civil Service Commission 


This appropriation covers the payment of annuities to former Federal civil- 
ian employees under the Panama Canal Construction Annuity Act (57 Stat. 257) 
and to widows of former Federal employees under the Lighthouse Service 
Widows Benefit Act (64 Stat. 465). Claims received during fisca] year 1956 
are greater than expected, and the Commission will have to request a supple- 
mental appropriation. The request for fiscal year 1957 is for the continuation 
of the payment of these authorized annuities. Few additional claims are ex- 
pected in fiscal year 1957 and the number of annuitants should decrease because 
of drops caused by death. 

Payment to civil-service retirement and disability fund, Civil Service Commission 

The Committee on Retirement Policy for Federal Personnel recommended 
that the civil-service retirement and disability fund be financed by providing the 
Government’s normal cost plus interest on the unfunded accrued liability. The 
committee qualified its recommendation, however. to propose that the Govern- 
ment start with such lesser amount as may be feasible. The Commission will 
propose legislation to provide for the policy of “normal plus interest” financing. 

The appropriation requested of $295 million is approximately 35 percent of 
the “normal plus interest” for 1957. This amount is estimated to equal the 
Government’s net share of cash disbursements to be made from the fund in 
1957, and is considered to be feasible in the light of overall budget considera- 
tions. 


Administrative expenses, employees life insurance fund, civil service commission 


This item is to cover expenses incurred by the Civil Service Commission in 
the administration of the employees life insurance fund pursuant to the Fed- 
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eral Employees Group Life Insurance Act (5 U. 8. C. 209 ff). The act was 
amended by the 84th Congress in August 1955 (Public Law 356) to provide for 
the assumption by the fund of life insurance agreements of employee beneficial 
associations. It is estimated that approximately 135,000 individuals will be 
brought under the insurance program as a result of this amendment. The in- 
crease in expenses estimated for 1957 over 1956 is attributable solely to the 
increase in workload which will result from the amendment to the act. 


Full field security investigations program 


The Civil Service Commission also conducts full field security investigations 
as a service for various agencies of the Government. Since this work is done 
on a reimbursable basis, the Commission is not requesting funds for this purpose. 
A brief statement of the status of this program is contained on page 140 of this 
document. 


SALARIES AND EXPENSES APPROPRIATION 


Comparative summary by activity and other expenditures 


| Changes (+ 
atest iain 2 or —) 1957 
Activity or expenditure i compared 
with 1956 


. Recruiting and examining $4, 965, 500 -+-$300 
2. Investigation of character and fitness for employment 3, 320, 000 3, 186, 600 +133, 400 
3. Inspection and classification audits 2, 179, 900 2, 296, 000 +116, 100 

. Administration of the retirement systems--.-................ 1, 269, 000 +13, 000 
5. Developing programs and standards 1, 321, 400 +49, 500 
3. Regulatory, appellate, and advisory functions of the Com- 

missi 1, 124, 000 +-28, 340 

. Executive and administrative services..___. seca noptinaseciee nia 1, 290, 000 +60 


Total personal services 1 15, 378, 900 15, 452, 800 +-73, 900 
Other objects of expenditure. -...................-.-- uisieuiiien aia 1, 911, 600 2, 165, 200 +253, 600 


Total appropriation or estimate 1 17, 290, 500 17, 618, 000 


+327, 500 








Average number of positions: 
Central offi . . +5 
Field offices a +7 





1 Includes $1,073,000 proposed supplemental due to pay increase. 





SALARIES AND EXPENSES 


Mr. ‘THomas. Last year, for salaries and expenses you had a total 
appropriation for 1956 of $17,290,500. This year it is stepped up to 
$17,618,000 which includes an increase due to the pay bill. What was 
that increase? What is that figure—$1,073,000. Last year you had 
a total of 2,906 employees and this year it shows an increase of 12 
to 2,918. That is broken down for the fiscal year 1957 to 1,601 in 
the central office and then in your 10 field offices or is it 11 new ones. 
There used to be 12 and you consolidated 

Mr. Macy. There used to be 14. 

Mr. THomas. You did away with what offices, the District of 
Columbia ¢ 

Mr. Young. Yes, and St. Paul and New Orleans. 

Mr. THomas. Then you have 1,317 employees in the 11 field offices. 

Mr. ‘THomas. | have a note here that part of this $327,500 increase 
is due to the classification of the postal employees and you have set 
up $50,000 for that, is that correct ? 

Mr. Youn. That’s correct. 

Mr. Tuomas. That is quesswork, though, isn’t it? 

Mr. Young. Entirely guesswork. We do not know what it is going 
to mean in terms of workload. 
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Mr. Tuomas. Do you think we could eliminate that $50,000 since it 
is guesswork ? 

Mr. Youne. It might be more appropriate to increase it because 
I think there is a terrific potential workload there which could raise 
the deuce with us next year before we get through. 


ACTIVITIES OF THE COMMISSION 


Mr. Tuomas. You have a net increase. The table shows a net in- 
crease for personal services of $73,900. Is that a correct figure? It 
might be well to comment on the activities of the Commission. No. 
1 activity is the recruiting and examining. Is that correct? 

Mr. Young. Yes, sir; that is correct. 

Mr. Tuomas. If we were to actually put the pencil, as the fellow 

says, to the categories of your work, the investigative work would 

far exceed your recruiting and examining. Yet, dollarwise and 
budgetwise your recruiting “and examining is roughly $5 million for 
1957 and your investigation is $3,200,000. But that comes about by 
virtue of the fact that your activities and your revolving fund are 
not included in your investigative work—is that correct ? 

Mr. Youna. That is right, sir. 

Mr. Tuomas. If you were to include the number of employees in 
your dollars and cents revolving fund—and your revolving fund is 
a fund set up by the committee here and the Congress—how much do 
you have in it, 4 million? 

Mr. Younc. Yes. 

Mr. Tuomas. It is paid for by other agencies and it is field work 
done by you for other agencies. How many employees do you have 
in the revolving fund doing purely investigative work for the agencies? 

Mr. Macy. Roughly about 1,200. 

Mr. Youne. About 1,200 are paid out of the revolving fund. 

Mr. Tuomas. And you have in the neighborhood of 600 who are 
paid out of appropriated funds? 

Mr. Younae. Yes, sir. 

Mr. Tuomas. So at least 45 percent of your total employment is in 
this revolving fund and it does not show up in your tables where you 
have roughly 3,000 employees. As a matter of fact, you have about 
4,200. 

Mr. Youne. Yes, sir; 3,900 employees. 

Mr. Tuomas. Well, you have about 2,900 appropriated and about 
1,200 otherwise which makes a total of about 4,200. 

Mr. Youne. Our actual figures on the November 30 total personnel 

vas 3,929 of which 1,134 were revolving fund and 2,795 were paid by 
eppecmelitied funds. 

Mr. Tuomas. I was looking at your 1957 estimates. There is a 
little discrepancy of about 200. 

Mr. WituiaMs. Those are the normal vacancies. 

Mr. THoMas. Even at that the discrepancy over the figure you gave 
in your 1957 estimates is less than 200. 

Mr. Youne. You are correct. 

Mr. Tuomas. You have your inspection and classification audits. 
That is activity 3; $2,296,000. 

Administration of the retirement system, $1,269,000. 
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DEVELOPING PROGRAMS AND STANDARDS ACTIVITY 


Developing programs and standards, $1,321,400 and I still think 
that division is out of line. It looks disjointed, unconnected. How 
many employees do you have in that division ? 

Mr. Young. I certainly do not agree with your characterization of it. 


INCREASE FOR PERSONNEL 


Mr. Macy. There are 189 people in the budget for 1957; 175 was the 
total strength for 1955. 

Mr. Tuomas. What is it for this year? 

Mr. Macy. 181. 

Mr. Tuomas. They are all located in the District of Columbia? 

Mr. Youna. They are all in the central office. It is a very valuable 
activity. 

Mr. Tuomas. I don’t think there is any doubt about it. Who 
heads it ? 

Mr. Youne. Mr. Glenn Stahl. 

Mr. Tuomas. On your charts, where do you find it? Look on your 
last chart, By Activities, and you have it scattered all over the lot. 
That is your chart; that is the last chart in the book. You have a 
part of it under activity 1, “Program standards.” You have it scat- 
tered through the other activities and yet when you come down here 
to your function chart, I guess, which is next to your last chart in 
your justification, you have it as the Bureau of Programs and Stand- 
ards, Office of the Administrator, and there you have it set up as 1 
anit and it is far from being 1 unit. You have the Veterans’ Coun- 
seling Office; you have the Assistant Director in Charge of Program 
Coordination, and you have the Program Planning Division, Stand- 
ards Division, Regulations and Instruction Division—it totals up to 
around 175 or 180 employees. That is about 8 or 9 percent of your 
total employment, making programs and standards on an annual 
basis. 

Mr. Puttures. 189 people for next year. 

Mr. Young. I am afraid that is part of the nature of our business. 

Mr. Tuomas. Well, explain that. If you can explain that so we can 
understand it, you may have an answer to it. 

Mr. Young. This is the Bureau which basically has to deal with 
the 

Mr. Tuomas. Who is the headman, now? 

Mr. Youna. Mr. O. Glenn Stahl. 

Mr. Tuomas. How long has he been there? 

Mr. Youne. He has been with the Commission—on this job a little 
over a year. 

Mr. Tuomas. Where did you get him from, the Appeals Board ? 

Mr. Macy. He was serving with the Commission as the Executive 
Secretary of the Interagency Advisory Group. 

Mr. Tuomas. What is his classification ? 

Mr. Macy. Currently a grade 16. He is in the top job on the chart 
that you are referring to. 

Mr. Putiures. What do you mean, “currently” ? 

Mr. Tuomas. Who isthe Assistant Director in Charge? 

Mr. Macy. Miss Evelyn Harrison. 
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Mr. Tuomas. What is her grade? 

Mr. Macy. Grade 16. 

Mr. Puuuirs. Is that the Assistant Director in the box off to the 
right ? 

Mr. Macy. Yes, sir. 

Mr. Tuomas. Where is Miss Harrison? She is assistant to Mr. 
Stahl, you say. 

Mr. Macy. Assistant Director in the box off to the right. 

Mr. Tuomas. She has seven people in her office. 

Mr. Macy. That is correct. 

Mr. Tuomas. Now, what isthe next? Who is next in command ? 

Mr. Macy. Then the Bureau is divided into three principal divi- 
sions, the Program Planning Division, the Standards Division, and 
the Regulations and Instructions Division, and they are headed, re- 
spectively, by Seymour Berlin, Harold Leich, and John Steele, in those 
three grade 15 positions which you see there as chiefs of the divisions. 

Mr. Tuomas. 175 people. Are they the boys who do the work ? 

Mr. Youna. Sure, they work. 

Mr. Tuomas. I am assuming that. But what is all this top layer 
about ? 

Mr. Youne. You mean the Office of the Director of that Bureau? I 
am not just sure what is bothering you about it. 

Mr. Tuomas. You have 16 people, or 14 people superintending 3 
divisions here and each division of these has a chief and you have two 
15’s in Programing and Planning; you have two 15’s in Standards 
Division, in Regulations and Instructions Division you have one 15. 
It looks to me like you have all chiefs and too few Indians. To whom 
does Mr. Stahl report over at the Commission ? 

Mr. Youne. To Mr. Macy. Again let me comment on that, just one 
word, because here you are dealing with the type of activity where you 
have to have some brains and brainpower. You have to have some 
fairly high-grade people in terms of grade levels because this is the 
thinking part, the planning part, the research part of the Commis- 
sion’s operation. It is not a row of people punching typewriters or 
adding machines. This requires background, training, perception, 
understanding. For instance, we never could have developed our 
career-conditional appointment system if we had not had that kind 
of a bureau. We could not develop our standards. We could not 
develop our regulations. 

Mr. Tuomas. There is no argument on that. 

Mr. Puiutures. That is what they are doing. 

Mr. Young. We could not have extended the competitive system. 

Mr. THomas. There is your brains section and you need it but you 
have 175 or 180 people. 

Mr. Young. It is understaffed. 

Mr. Tuomas. There is no business on earth that would have 8 or 
9 percent of its total employment doing what you folks over there 
are doing right now. 

Mr. Youna. I would respectfully disagree with that because it de- 
pends entirely on the nature of the business. If you are thinking in 
terms of a manufacturing business, I would agree with you. } 

Mr. Tuomas. Yet in your agency you have top staffs in each one of 
your divisions, your 15’s, 16’s, 17’s. These people have no control 
or say-so over any of your other 7 or 8 activities here. 
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Mr. Young. I think you have to pay attention to the nature of our 
pecuenrer business. This is a staff and service operation of the Civil 
Service Commission. 


RECRUITING AND EXAMINING DIVISION 


Mr. Tuomas. Your Recruiting and Examining Division here is 
separate and distinct with its chief and its subchiefs and your in- 
vestigating group in your division, with chiefs and subchiefs and sub- 
subchiefs all the way down. 

Mr. Youne. Do you remember what mess the Civil Service Com- 
mission was organizationally before we reorganized it 3 years ago? 
I wish you could go back and look at the organization chart on which 
there were 32 people reporting to the executive director at that time. 
We put this Commission through a complete, top-to-bottom reorgan- 
ization for the first time in 50 years, which we described at great 
length to this committee at the time so that, today, insead of 32 people 
reporting to the executive director you have these five bureau chiefs 
in charge of the particular operating segments of the Commission. 
This I am proud of, this reorganization job. It has worked amazingly 
well in terms of increasing efficiency. Our appropriation is far below 
what it was before this present Commission took office, as I believe 
you will recognize, and we are turning out today far more work in 
terms of production because of our increased efficiency, because of 
the caliber of the people that we have sitting in these positions. 

Mr. Tuomas. I am not disagreeing with you on your reorganiza- 
tion, or your reduction of whatever number that is going to report to 
your executive director. But where this setup is off here is that you 
have too many chiefs and too few Indians here. There is no question 
about it. You have 8 or 9 percent of your total employment here 
doing your brain-trust work when at the same time they have no jur- 
isdiction over your 6 other basic activities. 

Mr. Youna. Why should they have jurisdiction over it? 

Mr. Youne. This bureau? Let me talk about it a little more. You 
have a variety of thinking functions in this kind of a staff operation 
that the Commission performs. I think those are reflected in the head- 
ings on those divisions. They all have a relationship to each other, 
and all the thinking and development work that is done in that Bureau 
has to be related to the people who are conducting the operations in 
the other bureaus in terms of making inspections and in terms of the 
recruiting and examining operations. So that you have to pull to- 
gether somehow, for any kind of efficient management, these functions 
which are not directly integrated with each other but related to each 
other, into one place, and you have to relate that as a group which is 
what we have done here, to the operating part of the Commission. 

Now, I very definitely disagree with you, Mr. Chairman, in terms 
of the organizational setup and in terms of the number of people that 
you have to have in there in these particular segments. I abhor, and 

gather you do from your remarks, great research organizations where 
you have a great deal of brainpower on which you are either not capi- 
talizing or which is not being used to advantage in some way. This 
represents a streamlining of the thinking job that the Commission has 
to do as a top coordination, policy-research agency in the personnel 
field, which is what it is, and this only looks big to you in terms of 
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its day-to-day operations. You forget the fact that the major part 
of the whole personnel program in the Government is being conducted 
on a decentralized basis through the departments and agencies. 

Now, if you brought into this organization chart what every depart- 
ment and agency and installation is doing in terms of day-to-day opera- 
tions, this particular bureau function would fade into insignificance 
in terms of the magnitude of the whole program. If you just look at 
our new projected hire rate for 1957 of 305,000 new hires, and if you 
break that down, you will see that 53 percent of those new hires are 
going to be hired through the regular establishment boards of ex- 
aminers; roughly, only 9 percent or so are going to be hired directly 
by the agencies, and that is on a reinstatement basis, and about 29 
eo will be recruited directly by the Commission. So the great 

ulk of the operating job is not in the Commission. This is a central, 
coordinating policy, thinking organization, a service organization, 
thinking now of the personnel program, not the investigations busi- 
ness, from which emanates the instructions, the standards, the regula- 
tions, the qualifications, and inspections which govern this tremendous 
operation which reaches all over the world, as you know, under our 
new program. 

This Bureau is the brains of the whole operation. 

Mr. Tuomas. If I interpret correctly what you say, here is an organ- 
ization with about 55 percent of its total personnel in the central office. 
Yet the work is done in the field. 

Mr. Youna. This is the thinking part of the operation. 

Mr. Tuomas. If that is true, you have a topheavy organization— 
you are topheavy not only in this division in the central office but in 
several other divisions in the central office—55 percent of your total 
employment is here in the District of Columbia; yet, as you state, your 
work is done in the field. 

Mr. Youna. Well, if you put the whole business together, this Bu- 
reau, Programs and et would look far too small for the operat- 
ing job that has to be done. Just because you can decentralize the 
recruiting and hiring of people does not mean that you could decen- 
tralize your brains and thinking about how it can be improved and 
what kind of a standard you ought to have and have the same standard 
in Oshkosh as in Winona. 

Mr. Tuomas. Well, you might get a little argument there, too. These 
boys in these regional offices are on the ground floor, holding the exam- 
inations, seeing the people and coordinating the activities in 2, 3, and 
5 States. I expect they have a little better knowledge of how the sys- 
tem is operating than a bunch of people sitting in Washington. 

Mr. Youna. I think you touched on a very good point and again 
T am very proud of what we have been able to do, because we have 
been able to integrate far better than has ever been done before in the 
Civil Service Commission along the lines of communication between 
our regional offices and the central office. Our Bureau of Field Opera- 
tions is responsible for that. We have been working closely with our 
field people, as you know. We have interchanged our personnel a great 
deal over the last few years between the central office and the field 
offices, and today I think the central office is no longer anything like 
an ivory-tower operation. It is in constant touch with what is going 
on in the field and what those people are thinking. That is being 
translated into our central office research operations and in develop- 
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ment of new standards. And all of those things are sent out and 
cleared with our people on the firing line in the field before they finally 
become fixed. 

There is never really any basic answer to this problem of communi- 
cations unless you have a lot of money in terms of being able to confer 
constantly either by travel or by bringing groups into your central 
office. But I think we have gone a long way toward solving it. 


COMPARATIVE SUMMARY BY OBJECT CLASSIFICATION 


Mr. Tuomas. Mr. Reporter, would you insert page 3 in the record ¢ 
(Page 3 referred to, is as follows :) 


SALARIES AND EXPENSES APPROPRIATION 


Comparative summary by object classification 





| Changes (+ 

Object class 1956 1957 | or —) 1957 

compared 

with 1956 
01 Personal services.__---- hes 1 $15, 378, 900 $15, 452, 800 4+-$73, 900 
02 Travel. | 443, 000 508, 000 +-65, 000 

03 «T ransportation of things 68, 000 68, 000 ix 

04 Communications services. 542, 000 566, 000 -+-24, 000 
05 Rents and utility services 60, 600 59, 000 —1, 600 
06 Printing and reproduction. - 293, 700 365, 000 | +71, 300 
07 Other contractual services- -- - ---- : 276, 000 295, 000 +19, 000 
08 Supplies and materials. _- 203, 000 212, 200 +-9, 200 
09 Equipment.- i 18, 100 90, 000 +71, 900 
13. Refunds, aw ards, ‘and indemnities 4, 000 —4, 000 
15 Taxes and assessments. ‘ i 3, 200 2, 000 —1, 200 
Total obligations.__.........- ; _.| 117, 290, 500 17, 618, 000 +327, 500 





1 Includes $1,073,000 proposed supplemental due to pay increase. 
OTHER OBJECTS 
RENTS AND UTILITY SERVICES 


Mr. Tuomas. Rents and utilities. There is a minus of $1,600. 
What is the $59,000 for ? 

Mr. WittiaMs. It is for the rental of IBM equipment and test- 
scoring machines. 

Mr. THomas. That is what I wasthinking. Have you folks reached 
the point now in the District of Columbia, ‘and i in all your field activi- 
ties, whereby General Services Administration is paying all of your 
rent bill? 

Mr. Wiu1aMs. Yes, sir, except for two small installations; the 
Alaska office and our relocation site which GSA has not had an 
opportunity to take over. 

Mr. Tuomas. Where is that? 

Mr. WituraMs. In Lynchburg, Va. 

Mr. Tuomas. This is all for IBM equipment ? 

Mr. WixutaMs. Primarily—and for utilities. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. Why should printing and reproduction jump up to 
a total of $365,000 this year ? 
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Mr. Wixiiams. Mostly because of the deficiency in stocks of test 
materials, Mr. Chairman. Over the past 3 years we have spent prob- 
ably half of what we had in the prior 6 years. Our test material is 
becoming depleted. 

Mr. THomas. You mean stock ? 

Mr. Witi1aMs. Stock and replacement materials. 

Mr. Tuomas. Inks, paper? 

Mr. Wiiu1aMs. No, sir, these are questions that we have had to send 
out to 800 boards of examiners and our own offices for the purpose of 
conducting civil-service tests. Tests are becoming compromised be- 
cause they are being used so frequently. The danger is that the 
person is getting the same set of questions when he takes a retest. 

Mr. Tuomas. This is printing and reproduction, not supplies and 
materials. Why the increase? 

Mr. WituiaMs. If you look on page 109 there is a breakdown of 
items there which make up this increase in printing and reproduction. 

Mr. Tuomas. Summarize it right quickly for us. 

Mr. Wituiams. It has to do primarily with the taking of tests. 
The increase we are requesting in this item is about $44,000 over the 
current amounts available for this year. Along with that, and paral- 
lel to it, is item F. application blanks and supplemental materials. 
These are the forms used in connection with employment of people 
ipplying for Federal jobs. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What about other contractural services here, 07? 
What is that made up of? 

That shows an increase of $19,000 over 1956 for a total of $295,000 
for 1957. 

Mr. Witu1aMs. The big item there is repairs to equipment and 
furniture that we have. A good part of it is getting kind of shoddy 
because we have not been spending what we should have on 
maintenance. 

Mr. Tuomas. Who does that repair job? 

Mr. Witutams. GSA and private concerns. We reimburse them. 

Mr. Tuomas. How much have you spent so far in the fiscal year 
1956 for that item ? 

Mr. Wiuu1aMs. I think we can furnish that. May we provide that 
for the record ? 

Mr. Tuomas. Don’t you have it with you? 

Mr. Untennor. No, sir; we do not. We can provide it for the 
record. 


The Commission, through December 31, 1955, spent $185,811 for the item “07 
Other contractual services.” 


EQUIPMENT 


Mr. THomas. What about this equipment item increase, $71,900 up 
to $90,000 for 1957? What is that equipment item ? 

Mr. Youna. It i is, in part, a 6-year replacement program for type- 
writers, office machines and other equipment. This is worked out in 
accordance with GSA formula and age limits. This is sadly overdue 
in replacing our equipment. 
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Mr. WiuuiAMs. We have 620 typewriters that are overage. 

Mr. THomas. Not broken down—you have it scattered in all six of 
your activities and you don’t have it pulled together in one place. 

Mr. Youna. Equipment requirements are listed on page 113; 
activity costs are for personal service only. 

Mr. Witsams. We are proposing to repl: ice 155 out of 620 overage 
typewriters. It is avtially more expensive to make the repairs we 
must make. 

Mr. Tuomas. How many typewriters ¢ 

Mr. Youna. We want to replace 155 which are 10 years old or over. 

Mr, THomas. What is the nature of the office machines ? 

Mr. Wiui1ams. They are adding machines, calculators, and type- 
writers. 

Mr. Tuomas. Filing equipment, $4,000. Do you mean filing cases? 

Mr. Witt1ams. That is not an increase. The only filing equipment 
we buy now is the kind required for security purposes. We have 
adequate normal filing equipment. 

Mr. Tuomas. What is this $17,400 for? 

Mr. Un ennopr. Office furniture, primarily replacement of old 
furniture. 

REPLACEMENT OF AUTOMOBILES 


Mr. THomas. Motor vehicles, $4,600. I eperruans you wanted 
two automobiles but now you are going to get your cars from the 
GSA motor pool and you don’t need this 4 600, is that correct ? 

Mr. WiruiaMs. We need the money to reimburse GSA for services 
instead of buying our own. 

Mr. YounG. Their rental is as high as it is to buy the cars. 

Mr. Tuomas. Do you think you are going to save any money by 
GSA buying the cars? 

Mr. Youna. I don’t think we will. Their rent is as high as the cost 
of the vehicles. 

Mr. Tuomas. One agency came in here and showed an increase. 

Mr. Youna. It costs money. 

Mr. Tuomas, You think you are going to need this full amount, 
$4,600, the purchase price of the 2 cars in 1 year. An automobile ought 
to last 5 years. You charged it off here in 1 year in rent. 

Mr. Witt1ams. GSA is proposing to take over all of our cars. In 
our budget we suggested replacing only 2 out of 8. They are proposing 
to take all 8 

Mr. Tuomas. You are going to have to buy the 2 cars? 

Mr. Wiru1AMs. No, sir. not now. 

Mr. Tuomas. You don’t need the $4,600, then? 

Mr. Witu1aMs. Not for the purchase of the two cars, but to pay GSA 
rental for the eight cars whic A they are going to loan to us. 

Mr. Tuomas. What about gas : and oil and maintenance and opera- 
tion for the other six. Whereabouts is that in here? 

Mr. WituiaMs. It will cost us about that amount for the rental we 

must pay GSA. 

Mr. Tuomas. You have some maintenance and gasoline and oil. 
You have storage. 

Mr. Witu1ams. You have a point. I would like to check it. 

Mr. THomas. Whereabouts is it, under which classification here? 
Mr. Witt1AMs. Under “Contract Services for Maintenance.” 
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Mr. Tuomas. Other contractural service? 
Mr. Wiuurams. Yes, 
they take over our cars and trucks. 
Mr .TxHomas. That is 07. On what page is that? 
Mr. Wiiuiams. Actually page 111. 
the budget. 


Mr. ll I still don’t get it. 





Mr. Witu1AMs. That is in 08, $1,550. 

Mr. Tuomas. Where is that? 

Mr. Wru11aMs. In the table on page 112. 

Mr. Tuomas, I said repairs. 

Mr. Witu1aMs. Repairs are covered in 07, page 111. 
Mr. Youne. Youare talking about a rental basis. 











and so forth, for your 6 cars? 
a month. 
Mr. Wiiu1aMs. $1,650 for vehicular maintenance. 
Mr. Tuomas. $1,650 for maintenance. 
Mr. WILLIAMs. 
all the expense. 
Mr. OstTervaac. 
Mr. WitxiaMs. 
is all local. 
Mr. THomas. About $50 per month per c 
tenance and operation. Is that about right . 
Mr. Vurseii. About right. 
Mr. THomas. Could you ido it for $ 




















Including gas and oil ? 


$50? 
car they propose turning back to us. 


them for $1,200. 


Mr. Vourseiy. That is about what they allow. 





SALARIES AND EXPENSES 


Program and financing 


1955 actual | 1956 estimate 


A total of about $3 


That only covers repairs. 
about your gasoline, and your oil, and your tires, and so forth? 


sir; we will get these items from GSA after 


200 is in 


What 


Mr. Tuomas. How much of that $81,000 is for gasoline, and oil, 
They can’t operate a car under $100 


What about. operation ? 
That would cost about $1,550—a total of $3.200 for 


Yes, mileagewise there isn’t a great deal because it 


*, $600 a year for main- 


Mr. WrirraMs. It is just about the rental of GSA on the average 


Mr. Tuomas. $3,200 and you have $4,600 so you are giving it to 






1957 estimate 














Program by activities: 


Bs nO ek co nnn onacancnduncepae $5, 346,934 | $5, 644, 100 
2. Investigation of character and fitness for employment. - 3, 168, 187 3, 695, 000 
3. Inspections and classification audits__...............--- 2, 194, 451 2, 474, 200 
4. Administration of the retirement systems_---__.......-- 1, 339, 212 1, 431, 200 
5. Developing programs and standards_____....._..._._--- 1, 326, 528 1, 409, 800 
6. Regulatory, advisory, and appellate functions of the 

I 5 Shi 8S a 1, 110, 403 1, 189, 960 
7. Executive and administrative services_................. 1, 351, 804 


$5, 747, 300 
3, 587, 600 
2, 630, 700 
1, 462, 700 
1, 487, 300 


1, 239, 300 
1, 463, 100 












Teed CRNA CINE § cnsd nck - 535 psd be kendo 15, 837,519 | 17, 290, 500 
Financing: Unobligated balance no longer available.__.______- 21, 203 |-------------- 
PEER CRE NNE ins coinas lc cntcancdiseseabesseu 15, 858, 722 16, 217, 500 


Proposed supplemental dve to pay increases -- 1, 073, 000 





17, 618, 000 


17, 618, 000 
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Obligations by objects 


Object classification 1955 actual | 1956 estimate 


Total number of permanent positions. -.---.-.-...--- ‘ beabaeds 2, 970 3, 028 
Full-time equivalent of all other positions......-...-- f 19 3 
Average number of all employees--.-.......--.- cone an 2, 756 2, 905 
Number of employees at end of year. ..............-..---..-- 2, 669 2, 842 
Average salaries and grades: | 
General schedule grades: 
DIES CNG ss cwirenccvsccscccee pwedquinbeetndeiioe $4, 848 | $5, 234 | 
IS otic eiinatinnininati hewn a hd GS-68 GS-6.9 


01 Personal services: 
Permanent positions. .--- stdin pidaenendeindans Gee 


$14, 281, 413 | 
Positions other than permanent. pe a area 89, 546 








1957 estimate 


$5, 249 
Gs-6.9 


$15, 413, 022 











28, 440 | 27, 960 

Regular pay above 52-week base. --- A Sibhunvohite 53, 300 | I Ma cal ine a 
NN en ee 114, 597 | 11, 800 | 11, 818 

Total personal servees a lila a csc ca 13, 899, 224 15, 378, 900 | 15, 452, 800 

02 Travel__-- Sod Sacindieadobenes tabu “oH 407, 518 413, 000 | 508, 000 
03 Transportation of things. - Pet ac acbkpmuadendieibadnadoue . 68, 490 68, 000 68, 000 
O64 COOMA EIOR BOT VINIE 20. < cccwccnccccccccnpnccnneccscnes 542, 287 542, 000 | 566, 000 
Ce ee Ge rr BN FI keer a swcesnsctccntisacsesece 57, 933 | 60, 600 5, 000 
06 Printing and reproduction. -.-.-........-..-. sacs I eats a> de tnalicenas 315, 596 293, 700 | 36), 000 
07 Other contractual services-_...........-.-...-- wne-------| 276, 110 276, 000 | 295, 000 
a eknenbumenaeauarednens 203, 007 203, 000 21 2, 200 
ey I enn co cansenabannpanepare 45, 764 18, 100 90, 000 
13 Refunds, awards, and indemnities..........-.----- Es | 4, 717 EE ckchaneiae seem 
15 Taxes and Ne iain nike ot oienndiawinknay sexdeeee | 16, 873 3, 200 2, 000 
a cn oemntunnieeseweaninnd 15, 837, 519 17, 290, 500 17, 618, 000 


Budget authorizations, expenditures and balances 


1955 actual | 956 estimate | 





| 

BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation - $15, 801, 770 | 
Transferred from “Annuities under spec ial acts, Civil Service 


$16, 217, 500 | 


Commission’’ (69 Stat. 240) - -- 56, » 952 od 
a ope ee | 
Adjusted appropriation. 15,8 858, 722 16, 217, 500 
Proposed supplemental due to pay increases - - | 1, 073, 000 
Obligated balance brought forward - - - | 890, 758 | . 211, 842 
2 hs _| 
Total budget authorizations available__-. 16, 749, 480 18, 502, 342 | 


EXPENDITURES AND BALANCES } 


Expenditures: 
Out of current authorizations. -_---.-.- 
Out of anticipated supplemental appropriation i | 
Out of prior authorizations___- 


14, 632, 231 14, 920, 100 | 
1, 032, 000 


846,284} 1,151, 250 


Total expenditures : “15, 478, 515 i 17, 103, 350 
Balance no longer available: | re 


Unobligated (expiring for obligation) 21, 203 
| ERE EE eRe aes ; 37, 920 
Obligated balance carried forward._____.__-- 1, 211, 1, 842 1, 398, 992 





Total expenditures and balances--.--.-- 








16, 749, 480 | “18, 502, 342 


RECRUITING AND EXAMINING 


1957 estimate 


$17, 618, 000 


17, 618, 000 
1, 398, 992 
19, 016, 992 


16, 210, 000 

41, 000 
1, 290, 100 
17, 541, 100 


1, 475, 892 


19, 016, 992 


Mr. Tuomas. Looking at recruiting and examining activities, which 


is the first item under “Salaries and expenditures,” 
the record at this point, Mr. Reporter. 


put page 13 in 
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(The page is as follows:) 
COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 1. Recruiting and examining 





1955, actual 1956, required | 1957, estimate 
Functions | | | 
Average . Average | ‘ne | Average _ 
positions | Cost positions | Cost positions Cost 
| | 
EE SS Ea Te . 38 | $196,981 Al $293, 500 | f2 $299, 800 
Examining oss ; ; 231 | 1,019,855 237 | 1,109,000 | 232 1, 084, 800 
Re gistering tn i 101 | 376,996 108 118, 200 | 105 405, 000 
Certifying and auditing oe 125 512, 590 131 546, 000 140 579, 600 
Answering inquiries 173 | 755, 449 163 | 743, 800 | 164 745, 700 
Directing and servicing boards of | 
exa™niners._.._ ‘ 140 | 762, 556 154 893, 500 154 889, 600 
Assisting gencies on in-service | 
place ment aa Do 45 | 272,238 47 | 309, 500 | 47 | 309, 500 
Performing medical work Ca, 58 341, 517 59 | 382, 600 | 59 382, 600 
Providing veterans’ Federal em- | | 
ployment service 28 201, 044 28 | 215, 600 | 28 215, 600 
Maintaining status records !___ 24 | 87, 899 a ve ast ntaade aiaiah ac 
Administering incentive awards 5 31, 267 8 53, 800 | 8 53, 600 
Total, activity 1 968 | 4,558, 392 986 | 4,965, 500 | 989 4, 965, 800 
Amovnt for retroactive pay increase _|_._. |} -+-102,972 a |) ccleaner a teh aekt 
Proposed supplemental due to pay 
ene et ee Ret nek, ae —349, 441 |___- ea 
Adjusted total, activity 1... 968 4, 661, 364 986 4. 616, 059 989 | 4,965, 800 


| 


! This function abolished when the service record files were transferred to General Services Administra- 
tion Apr. 15, 1955. 


PERSONAL SERVICES 


Mr. Tuomas. You are spending here roughly $5 million. To be 

xact, $4,965,800, and you are going to recruit 305,000 people. It is 
aan you $5 million to rec ruit 305,000. That is the purpose of it 
and I have looked over your activities here. You have 986 people for 
1956. You want 989 for 1957 at a cost of $5 million. How much is 
that per person ? 

Mr. Younea. The increase is 2 in the field and 1 in the central office 
but all for the same purpose. 

I think as you realize- 

Mr. Tuomas. I look over here at “Certifying and auditing” and 
you have 140 people and I am not sure the cost of $579, 600—half a 
million—I am not sure that that is properly charged to your recruiting 
and your examining. 

Mr. Youne. Which item is that? 

Mr. Tuomas. “Certifying and auditing.” I have a circle around 
your “Answering inquiries.” You have 164 people at a cost of 
$745,700. 

Mr. WiraraMs. Certifying and auditing is the actual certification 
of names to the agencies in filling a job. 

Mr. Youna. Actually getting out the certification and that is cer- 
tainly recruiting. 

Mr. Macy. It is not financial auditing. 

Mr. Tuomas. Your main job here is ‘to recruit and fill positions for 
which you claim about a 15 percent turnover and for that 15 percent, 
it is about 305,000, you are going to have to recruit and examine and 
it is costing you about $5 million to get that job done; is that correct ? 

Mr. Youna. And the activities that go along with it. All these 
other items listed down here, examining, registering, certifying and 
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auditing, answering inquiries, directing and servicing boards of ex- 
—_— assisting agencies on in-service placement, performing med- 
cal work, providing veterans’ Federal employment service, main 
taining the records—that is out now because that was transferred 
to St. Louis—then a small amount to administering incentive awards 
program—it is all part of the recruiting and examining process. 

Mr. Tuomas. You have 52 people under your function of recruiting 
and 232 under your examining function so that will give you a little 
less than 300 people here out of approximately 1,000, so the ancillary 
things that go along is about two-thirds of your main job, isn’t it, 
twice as big? 

Mr. Youna. No. You said out of 800, 300 out of 1,000 which is 
one-third. 

Mr. Tuomas. That is what I said, your ancillary. 

Mr. Youne. The other activities—I thought you meant the recruit- 
ing list. 

Mr. THomas. About twice as big as your main job. 

Mr. Youna. Those are things that go along with it. If you can 
find us any way to do the job without doing them, that will be line. 

But again you have to remember that a lot of these things require 
working with the agencies. Again, 53 percent of your new hires are 
going to be made through your boards of examiners and your 815 
establishment boards. The Commission, where it is easier to recruit 
either on a mass basis or for small agencies, only accounts for 29 per- 
cent. 

WORKLOAD DATA 


Mr. Titomas. Mr. Reporter, will you insert page 14 in the record 
at this point ? 
(Page 14 is as follows :) 


Workloads and unit costs 


| | 





1955, actual 1956, required 1957, estimate 
salidialmapih bed ‘ 
| 
| Cost Cost Cost 
Processed | per | Processed per Processed | per 
| unit | unit | unit 
Seinelpeamenpntasommanteini iicimeiabiiateets pease tinea oe Se adie “ 
Applications processed _...........--.-.-- 563,468 | $1.81 573, 456 $1. 93 560, 700 $1. 93 
Names ertified . ......-.-- penn. adenenn 450,829 | 1.14| 405,100} 1.35 | 430,300] 1.35 
Inquiries answered _____-.--- mbashdkbnn see 1, 880, 912 -40 | 1,778, 800 . 42 1, 797, 000 .42 
| | 


PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table: 








1955, actual 1956, required 1957, estimate 
Average ia. | Average ‘ne Average ai! 
positions Cost positions Cost positions Cost 
—— at an, ane et am 
Central office - - $1, 731, 633 | 348 | $1, 863, 600 349 | $1, 863, 900 
Regional offices - 617 | 2,826, 759 | 638 | 3,101, 900 640 3, 101, 900 
as . | . ae 
Total, activity 1. 968 | 4, 558, 392 | 986 | 4, 965, 500 989 4, 965, 800 
Amount for retroactive pay increase 4 ; +102, 972 | | 
Proposed supplemental due to pay | 
increase —349, 441 
Adjusted total, activity 1. ..._| 968 | 4, 661, 364 | 986 | 4,616,059 989 | 4,965, 800 
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Mr. Tuomas. This is very interesting. Your workload and unit 
cost data—you are going to process 560, 000 applications and you are 
going to certify 430,000 names. The unit cost is $1.93 for the proces- 
sing. Each application is $1.35 for certifying and then you are going 
to answer amout 134 million inquiries at 42 cents and that is your 
workload cost. It figures out roughly $2,400,000 and yet the whole 
activities under that heading i is around $ $5 million. So your ancillary 
activities are about again twice as much as your main job of recruit- 
ing and examining, isn’t it? It is interesting to take your own tables 
here and see how we have built up ancillary jobs. 

Mr. Young. It is fascinating when you recognize the interrelation- 
ship of the operations. These are not auxiliary activities which have 
been built up and which can be sloughed off; these are integral parts 
of the program. 

Mr. Tromas. To carry it 1 step further, you have 351 of your em- 
loyees, about one-third of the 1,000, in the District of Columbia. 

‘Mr. Youn. That was the 1955 figure you are looking at. It is 
349 in 1957. 

Mr. Tuomas. That only changes it by two people for 1957 so we will 
still use that figure. You have two-thirds of them in the field and 
one-third of them in the central office and where is this work actually 
done? Where are the examinations held? Where is the replace- 
ment recruiting done? It is done in the field, it is not? 

Mr. Young. 53 percent of them are going to be done through our 
boards of examiners in the field and about 29 percent by the Com- 
mission directly. 

Mr. Tromas. That is in the field, though; that is in your regional 
offices. 

Mr. Youna. And in the central office. 

Mr. THomas. What part of it is done, examining and recruiting, 
in the central office—not 10 percent or less than 10 percent ? 

Mr. Younae. About 10 percent of the total Federal population is in 
Washington. 

Mr. Tuomas. That is the activity of one of your regional offices, 
though ; that is not the central office activity ? 

Mr. Youne. We do not have a regional office in Washington. It is 
handled through the central office through the Bureau of. Depart- 
mental Operations. 

Mr. Tuomas. That is when you did away with your regional office? 

Mr. Youne. Yes, sir; so departmental operations handles it. 

Mr. THomas. That is when you did away with it. 

Mr. Youna. The departmental service is part of the regular Com- 
mission’s central office operation. 

Mr. Wituiams. Another thing that throws this out of balance is that 
all nationwide examinations are handled from Washington. That 
throws a considerable volume of work in the conduct of the examina- 
tions and the cost of them on the central office. In the field, in a re- 
gional office, it is on a regional or State basis—in some cases even on a 
county basis—they do a greater volume of examinations of the cheaper 
type. 

Mr. Osrertag. You are talking about processing the examination 
rather than the operation of the examination. 
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Mr. Witii1aMs. The announcement of it and the rating of the pa- 
pers ; the holding of it would be out in the field; yes, sir. For example, 
out of the total of 12,000 examinations for this year which the Com- 
mission expects to conduct, about 3,700 will stem right here from 
Washington. 

Mr. Tuomas. What percentage again ? 

Mr. WuuiaMs. 3,700 out of 12,000. 

Mr. Tuomas. 25 percent of them. 

Will you excuse us now, gentlemen? We have a full committee meet- 
ing at 11:30. Will you come back at 1? We will resume then. 


(AFTERNOON SESSION) 


Mr. Tuomas. Will the committee please come to order. 

I notice you are going to process 560,700 papers to fill what? Three 
hundred and five thousand positions? Is that right? Five hundred 
and sixty thousand applications are going to be processed. Is that 
the total number ¢ 

Mr. WuuuiaMs. That isright. That is within the Commission itself. 
That will fill 88,000 Federal jobs, which is the Commission’s 

Mr. THomas. What do you mean in the Commission itself? It does 
not say anything about being in the Commission itself? What do you 
mean’ Inthecentral office or what? 

Mr. WinaiaMs. ‘The central office and the field offices. 

Mr. Tuomas. What is the total now ¢ 

Mr. Wituiams. The 305,000 placements you are speaking of, Mr. 
Chairman, consist of those which the boards of examiners will make, 
the Commission will make through its own oflices, and then a small 
amount of recruiting and hiring by the agencies. 

Mr. Tuomas. This is for the Commission itself, not for the boards? 

Mr. WituraMms. It has nothing to do with boards. 

Mr. Tuomas. What is done in the District of Columbia in the way 
of examinations covers the entire United States. It has no geographi- 
cal limitation. Is that correct ? 

Mr. Witui1am. That is right, sir. 

Mr. Tuomas. What part of the whole is conducted here in the 
District rather than in the field now by the board ? 

Mr. WituiaMs. On applications there will be 113,000. 

Mr. Tuomas. Percentagewise ? 

Mr. WitutaMs. About a fifth, between a fifth and a fourth of the 
total. 

Mr. Tuomas. Does that include the board’s work, too ? 

Mr. Witu1aMs. No. Only the Commission’s own office here in 
Washington. 

Mr. Tuomas. Now adding it all up, the field’s efforts, the central 
office efforts and the board’s agents and the agencies’ efforts, what 
part of the total will be done in the central office? Do you still say 
20 percent ? 

Mr. Witur1aMs. Not if you throw the boards in there; No, sir. 

Mr. Tuomas. A very small part then ? 

Mr. WittiaMs. A very small part. The boards will process a mil- 
lion applications all of their own, aside from this 560,000 you are 
talking about. 
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Mr. Tuomas. The boards place more in the field and the District 
than everybody else combined. 

Mr. WitutaMs. That is right. 

Mr. Tuomas. At this point in the record now, of the 305,000 people 
you are going to place, let us have a table showing the number that 
are going to be placed by the central office, the field offices, the agencies, 
and the boards. 

Does anybody else have anything to do with it besides those four ? 

Mr. Wuu1aMs. There is a partial table on page 17 which answers 
most of your questions. 

Mr. Tuomas. And another parallel column showing the number of 
papers, applications received by each, and the number processed by 
each 

But anyway it will be less than 10 percent ; would it not ? 

Mr. Wiutziams. New hires by agencies is about 9 percent of the 

305,000 new hires, just as a rough calculation. We have no figures 
on applic ations received by boards or agencies. 

(The information refer red to follows > 


A Snaeralivats Applications | Applications 


received processed 
Commission 8, S00 856, 950 560, 700 
Central office (12, 000) (176, 950) (110, 100) 
Regional offices (76, 800) (680, 000) (450, 600) 
Board of examiners 161, 100 3) 1, 175, 000 
Central office (13, 350) (110, 000) 
Regional offices (147, 750) (1, 065, 000) 
Agencies 55, 400 (‘) | (1) 
Reinstatements (28, 800) 
Other (new hires (26, 600) 
Total 305, 300 1, 735, 700 


1 Not available. 


Mr. Trromas. Who does the most, the boards or the agencies ? 

Mr, Witutams. The boards by far. 

Mr. Tromas. Three or 4 or 5 times as much, is it not ? 

Mr. Wituiams. We do not know exactly how much. We never 
know the applications the agencies process, Mr, Chairman, because 
they mostly go out and look for a man and get one application from 
the one they want to hire, and that is about the size of it. In other 
words, there is nothing competitive about what is done by an agency. 


INVESTIGATION OF CHARACTER AND Firness ror EMpLOYMEN vT 


Mr. Tuomas. Let us take a look at investigations. 
Mr. Reporter, will you put pages 29 and 30 in the record at this 
point. 
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(The material referred to follows :) 
ComPARATIVE SUMMARY STATEMENT BY FUNCTION 
Activity 2—Investigation of character and fitness for employment 


1955, actual 1956 required 1957, estimate 


Functions 


Average Cost Average Cont Average Cost 
positions positions positions 
Security program 
Processing national agency 
cheek and inquiry cases 355 | $1, 341, 972 384 | $1, 576, 500 367 $1, 504, 800 
Processing limited security in- 
vestigations | 60 307, 720 72 390, 900 73 304, 900 
Maintaining and searching files 106 387, 969 119 473, 300 11! 441, 500 
Evaluating and postauditing 
cases 6 36, 117 ~ 53, 300 8 50), OOO 
Maintaining control files Y 34, 406 7 31, 200 7 $1, 100 
Subtotal, security program 536 2, 108, 193 590 2, 525, 200 566 2, 422, 300 
Other investigative functions: 
Investigating qualifications 
cases 6 28, 535 14 84, 900 l4 84, YOO 
Investigating Veterans’ Prefer- 
ence Act cases 20 163, 352 28 72, 100 28 175, 200 
Investigating merit-system cases 28 148, 052 38 219, 400 31 | 179, 400 
Investigating postmaster candi- 
dates 35 177, 858 35 | 199, 000 38 212, 100 
Processing special suitability 
determination cases 23 108, 756 24 119, 400 23 112. 700 
Subtotal, other investigative 
functions 121 626, 553 139 704, 800 134 764, 300 
Total, activity 2 657 2, 734, 746 729 3, 320, 000 | 700 3, 186, 600 
(mount for retroactive pay increase +-62, 005 | 
Proposed supplemental due to pay 
increase __. ~ 231, 106 | 
Adjusted total, activity 2.__- 657 2, 796, 751 729 | 3, 088, 804 | 700 3, 186, 600 


Mr. Tuomas. You want a total of 700 positions this year at a cost 

of $3,186,600 as against 729 last year at a cost of $3,088,894. 

Does this include “Other objects,” too! 

Mr. Wituiams. No, sir; just personal services. 

Mr. Thomas. It ought to be brought out here that this investiga- 
tive work has two portions: one is the secur ity program: processing 
bational agency check and inquiry cases, processing limited security 
Investig: tions, maintaining and searching files, evalu: ating and post- 
auditing cases, and maintaining control files. Is that your big overall 
tiles ¢ 

Mr. Winuiams. No, sir. That is maintaining and searching files, 
the item above it. . 

Mr. TrHomas. The other part of this activity is that investigating 
hecessary to go with the veterans’ preference cases, qualification cases. 
postmaster cases, merit-system cases, and you have “Processing 
special suitability determination cases.” What is that? Sensitive 
positions of some type ? 

Mr. Wituiams. No, sir. Those are cases where somebody files an 
application and something is wrong with it. It may indicate a seri- 
ous police record. We will write and verify the fact and ask if that 
is What he meant, and if so tell him he cannot file—he is out. 
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REIMBURSABLE SECURITY INVESTIGATIONS PROGRAM 


Mr. Tuomas. In this regard, Mr. Reporter, please insert page 140 
in the record, which deals with the revolving fund. 
(The material referred to follows :) 


REIMBURSABLE SECURITY INVESTIGATIONS PROGRAM 


Pursuant to Public Law 298, other laws, and Executive orders, the Civil 
Service Commission conducts full field security investigations for various agen- 
cies of the Government on a reimbursable basis. 

Agency estimates of investigations to be requested in fiscal years 1956 and 
1957 as compared to fiscal year 1955 experience are presented below. In addi- 
tion, the table relates estimated workload receipts to estimates of production, 
manpower, and unit costs. 


Caseload, man-years, and unit costs 


| 


| 1956, esti- 


. 957, esti- 
1955, actual | 1957, esti 


| 
| mated mated 
| tote ‘ 
On hand beginning of y« 6,114 4, 367 | 4,067 
Received 34, 289 37, 100 37, 900 
Total workload 40, 403 | 41, 467 | 41, 967 
Processed 86, 036 | 37, 400 | 37, 750 
On hand end of year 5 ale * 367 | 1) 067 | 4 217 
Man-years fs . ? 218 | 1, 425 | 1, 428 
Unit cost -- - ail . . $229 | $250 | $250 


Generally, the procedures developed in connection with executing the program 
appear to be effective. Reports are being furnished to the agencies within the 
time limits prescribed and from all indications the quality of the reports meets 
the standards and requirements of the agencies served. The Commission is 
maintaining constant surveillance over all related procedures and processes to 
insure the proper execution of this program in the most efficient and economical 
manner. 

Mr. Tromas. The revolving fund is a fund of some $4 million, an 
appropriated fund. But these are cases investigated by the Civil Serv- 
ice Commission for the other agencies of Government, and they are 
primarily loyalty cases, are they not ? 

Mr. Wituiams. They cover sensitive positions. 

Mr. Triomas. Not altogether loyalty ¢ 

Mr. Witu1aMs. It would be the security end of it, security and 
loyalty. 

Mr. Tuomas. You have about 1,200 employees in this unit. This 
unit is supported, of course, by appropriated funds, but not funds ap- 
propriated to the Commission. The funds are paid to the Commission 
by the agencies for which the work is done. 

Is the workload decreasing any ? 

Mr. Wuu1AMs. No,sir. It is going up a little bit this year and next. 

Mr. Tuomas. It is going upa little bit? Why? 

Mr. WILLIAMs. Mostly ‘by the fact we are conducting these investi- 
gations for more agencies. During the past year the Department of 
the Army and the Department of Agriculture decided that the Com- 
mission would conduct its sensitive full field investigations on civilian 
personnel. So it has added an additional workload. 

Mr. Tuomas. This covers people who are under the Classified Act 
and others who are not, does it not ? 

Mr. WiiuiaMs. Yes, sir. 
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Mr. Tuomas. About a third, or at least about 27 or 28 percent of the 
total personnel of the Civil Service Commsision are tied up in doing 
investigative work for some other agencies of the Government ¢ 

Mr. Witu1aMs. That is correct. 

Mr. Macy. In fact, Mr. Chairman, many of the cases handled under 
the revolving fund are for contractor aiiiels of the Atomic Energy 
Commission. 

Mr. WuuiaMs. About 50 percent of the total, as a matter of fact. 

Mr. Tuomas. I notice here under the security program function, 
processing national agency check and inquiry cases, processed 320,000 
cases. Why is that when the jobs to be filled were only 305,000? 

These are all civil-service cases, aren’t they ? 

Mr. Wiuu1aMs. They go beyond that. We make these kinds of 
checks in more cases than we have jobs to fill. In addition to that 
there is about a 10 percent number in here of preappointment cases 
that we will run through. That is particularly true in the Depart- 
ment of Defense, where they contemplate hiring somebody and rather 
than run a full field they will have us run what we call a preappoint- 
ment check, to see whether or not any derogatory information is on the 
record. If it is, they usually skip the whole thing and save the cost 
of a full field investigation. 


COSTS OF DIFFERENT TYPES OF INVESTIGATION 


Mr. Tuomas. And the agency check costs $4.70 per copy; a limited 
security investigation, $51; and searching the files—what is that? 
Fourteen cents ? 

Mr. Macy. Yes; 14 cents. 

Mr. Tromas. Releasing files’ information—what do you mean by 
that? Making notes? 

Mr. Wiiu1aMs. Making files available to investigators from other 
investigating agencies. 

Mr. Txomas. That is 19 cents. 

Evaluating and postauditing cases: evaluating full field suitability 
cases, $20. 

And then when you get down to investigating qualifications—and I 
guess that is postmasters cases, or somethin like that, $133. Investi- 
gating veterans’ preference cases, $93. Why is there a variation in 
these costs from $133 for investigating qualifications cases and when 
you get down to investigating postmaster candidates, it is $105? 

You are investigating both of them as to suitability to fill particular 
jobs, are you not? Why is there a difference in cost there? 

Mr. Youne. That is the scope of the investigation, I think, Mr. 
Chairman, and how many places you have to go and what you have 
to do. 

In the case of postmaster candidates you are usually dealing with 
a local community or town or contact area. 

Mr. Macy. Most of the investigations in the investigation qualifi- 
cations cases are of individuals filing for higher level positions, fre- 
quently involving a number of contacts. 
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EMPLOYEES DISCHARGED UNDER SECURITY PROGRAM 


Mr. Tuomas. Are you folks over there making a distinction be- 
tween security and fitness, or making some other “distinction, or are 
you wrapping them all up and calling them Communists ? 

I understand my friend the Chairman here got some of them fired 
as Communists, and then checked up a couple or 3 weeks later and 
found out he had hired about one-fourth of them back again. What 
did they do? Reform in a period of 2 weeks? 

Mr. Younc. No. You have to understand what the concept of the 
security program is. I would be glad to give you a lecture on that 
subject any time you want it. 

Mr. Tuomas. I want to know if you understand it first. 

Mr. Youna. It is very clear and simple. It is a question of a will- 
ingness to understand. 

Mr. Trromas. How can we fire these folks and hire them back 
shortly thereafter if it is that clear and simple. You would not want 
to hire back a Communist you fired, would you? 

Mr. Youna. No one ever said that these people were Communists. 

Mr. Tuomas. What did you charge them with? You charged them 
with being Communists when you fired them. When you rehired 
them, what did you call them then? Purified Communists? 

Mr. Youna. We certainly never called them Communists. 

Mr. Tuomas. That was a grand play on words when you got 
through. What did it mean? ‘You got some people that were not fit 
for the job, but none of them contested the jobs. In civil service, un- 
der the rules, a man never does get fired. You contest it. If he com- 
mits murder out there on the Capitol steps and there are only 12 wit- 
nesses, you could not remove him. It takes 13 witnesses. 

Mr. Youne. Well, there are 40,575 people on this right-hand pie 
chart who were fired for cause during this period of May 28, 1953, 
to September 30, 1955. 

Mr. Tromas. Were they contested ? 

Mr. Youna. These are people fired for cause. They may have had 
one or more appeals—I don’t know. 

The little black slice in there, representing 3,685, or 9.1 percent, 
involved questions of security. 

The left-hand chart involves resignations. I am talking about the 
right-hand one, which is terminations. The little black slice, 9.1 
percent of all those fired for cause, in that 9.1 percent there were 
questions of security. But in the 90 percent there was no question 
of security involved with the people who were fired. 

Mr. Triomas. Do you mean to say, of all the people who were in- 
volved and separated, the question involving 10 percent of them was 
one of security ? 

Mr. Youn. There was a security question. 

Mr. Tuomas. On 10 percent of them ? 

Mr. Youna. Ten percent of them. 

Mr. Tomas. What is that question ? 

Mr. Youn. Well, there was a great variety of questions. It was 
basically a question of whether the man in any way 

Mr. Tomas. His neighbor could have said that this fellow was 
seen talking to a Communist 2 years ago and therefore that raises 
a question of security ? 
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Mr. Youna. It had to be a real question. It was not just gossip 
or derogatory information of that sort. But in 10 percent of the 


cases 

Mr. Tuomas. You don’t mean to say that you confront people over 
there with witnesses, do you / 

Mr. Youne. In 10 percent of these cases there was a question of 
security in the relationship of that man to his particular position, or 
there was a substantial question, or a serious question of derogatory 
information of a subversive nature. 

Mr. Tuomas. Are you confronting the employee now with wit- 
nesses ¢ 

Mr. Youne. Wherever we can. That is the desirable thing to do, 
if you can do so without in any way endangering your security 
process or your investigating process. 

Mr. Tuomas: Certainly you are not going to fire a man and call 
him a Communist without giving him an opportunity to be heard or 
confronting him with witnesses, particularly if he denies it. That 
is what you have been doing; is it not ? 

Mr. Youna. No; that is what we have not been doing. We have 
not been calling anybody a Communist. 

Mr. Tomas. What do you mean by “security.” 

Mr. Youna. “Security” as we use it in this security program, re- 
lates to any question arising with respect to a man’s character, suita- 
bility, peculiarities, which might endanger the national security, tak- 
ing into consideration the particular position that that man occupies, 
or whether there was subversive information of some sort, regardless 
of what position he was in, that it might constitute a danger to the 
national security. 

Mr. Tuomas. What you mean by that, then, is that a man could be 
removed on most any ground and still he would not be disloyal to the 
United States, but you | might call it a security risk ? 

Mr. Young. That is recisely correct. 

Mr. Tuomas. Maybe . talked a little too much. 

Mr. Youna. Depending upon where he is and what his position is. 

Mr. Tromas. And what he is saying. He may be as loyal to the 
United States as his criticizer. 

Mr. Youne. Absolutely—there is no question about that. That has 
been, I think, fully understood and explored. 

The misunderstanding arises from the fact that in your subversive 

vases where the suitability characteristics are taken in relationship to 
a a wticular position and the man is fired because of that, the minute 
he leaves that position he is no longer in any way a danger to the 
national security. Therefore, if he is genet rally a suitable. employee 
for the Federal Government in a nonsensitive position or a position 
which is not related to the national security, then the Civil Service 
Commission will give him a clearance of record and he will be rehired, 
which accounts for 5 percent of those persons fired being rehired in 
the Federal service. 

And that is borne out by the testimony before the Congress in 1950 
when they passed Public Law 733. 

Mr. Putiuiies. They were rehired in nonsensitive positions. 
Mr. Young. Yes; in a nonsensitive position. 





102 


The testimony at the time of the passage of the act, especially 
the testimony of Louis Johnson and Dan Kimball, who was then 
Under Secretary of the Navy, made it very clear that this kind of 
mechanism was needed, in addition to the loyalty program, which was 
not doing the job, which needed doing at that time, and that there 
should be a mechanism whereby people could be rehired in these non- 
sensitive jobs. 

Mr. Botanp. To the same jobs from which they were released ? 

Mr. Youne. Well, the head of the agency could, if he wanted to. 

Mr. Boranp. If somebody were a security risk because of particular 
character qualifications, you would release him from a Federal job, 
even though that job were not a sensitive job? That has not been 
going on, has it? 

Mr. Younc. He could be terminated from a nonsensitive position 
for suitability characteristics, let us say, and still be fired under the 
security provisions, because it is the relationship of the position, you 
see. 

Mr. Botan. But it would seem to me there could be a floorman or 
a Sweeper’s job in a particular shop that does not have any particular 
sensitivity to it. What if he had a characteristic where he may drink 
once in a while, may drink once a week, and you would get a report 
that on payday he goes out and has a few drinks for himself and that 
builds up into = a record for drinking. Maybe he drinks more 
than once a week. 

You would not let him go would you, if there was a report on him? 
Why should you lethim go? Industry would not let him go, would it ? 

Mr. Youne. I did not say we would let him go on that basis. You 
have a lot of jobs which are miles away from the national security. 
And that takes in the bulk of the Federal jobs. There is no question 
about that. 

Mr. Botanp. Yes. 

Mr. Youne. You have other jobs which are so tied into the national 
seeey that there is not any question about it, at the other end of 
the scale. 

But, you have quite a variety of jobs in between, which, at one time 
or santioe may or may not be, depending upon what the man is doing. 

Mr. Tuomas. I do not think anyone quibbles with removing e 
who are not fit for the job physically, mentally, and morally for the 
type of work they are engaged in, but I think that the quarrel comes 
with the publicity that has been attached to it, and with the terminol- 
ogy and with the confusion. I am not sure whether it has been done 
with a motive. But anyway, the public was given to believe that sev- 
eral thousand people were removed from the Government service. 
And in all probability they should have been removed, and maybe more 
than that, maybe a long time ago, but not removed for being disloyal 
to the United States. That was the idea that went out, and that was 
the idea that the public had in the back of its mind when, in truth 
and in fact, there was not anything akin to that, but it was just plain 
unsuitability. 

That is not very complimentary to the Commission, because here it 
is, you spend—and you have spent it for years and years—and I am 
far from being partisan about this, because when my old friend 
Fleming over there ran it and everyone else, it was the same—you 
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spend on this one section alone, on investigations, about two and a 
half million dollars. 

Mr. Youne. Your statement is incorrect. 

Mr. Tuomas. And then these people show up. Now, it looks to me 
~-like it does not make any difference whether the investigations are 
before or after, you still spend the money and you are not getting 
John Public his dollar’s worth, because it looks as though you could 
do a little more and find out some of these shortcomings before you 
put them to work. You spend this money on examination and place- 
ment here, and then you spend the money later, I presume, on investi- 
gations, and find out that they are no good. 

Mr. Youne. That would really cost you money if you were going to 
investigate everybody you passed on a civil service examination and 
who was put on a register, before you ever hired them. 

Mr. Tuomas. Yes. 

Mr. Young. You would have to put up some big money for that. 
This is a much cheaper way of doing it. 

Of course, your previous statement, that these people were fired for 
just plain unsuitability is wrong. I would like the record to show that. 

Mr. Tuomas. What were they fired for, in plain English? Cer- 
tainly not for being Communists, or being disloyal to the United 
States, was it? 

Mr. Youna. We have here a total of 40,575 terminations for cause. 
In only 3,685 or 9.1 percent, was there any question of security. In 
those cases the suitability was related to a particular position which 
had security aspects. Therefore it either involved security questions, 
or it was information of a subversive nature. 


Mr. Tuomas. How many of them were fired for Pane Communists 


or disloyal to the United States? That is what John Public had the 
opinion they were fired for. How many were fired for that cause? 

Mr. Youne. They didn’t publish the statements under the Commis- 
sion’s authorization. 

Mr. Tuomas. You use these big words. We are just ordinary folks. 

Mr. Youna. Maybe you read the wrong newspapers. 

Mr. Tuomas. How many were fired for being subversives and how 
many for being Communists? I will bet there weren’t 2 dozen. 

Mr. Youne. You cannot tell, as I have explained many times for 
the last 2 years, as to any particular reason why an individual was 
fired in these so-called security cases, except the usual case, because 
they are usually fired for a combination of reasons. 

The big bulk of these people—as I have testified many times—were 
fired under regular civil service procedures, and not under the security 
procedures at all. 

Mr. Puruuips. Aren’t they also fired before any damage was really 
done ? 

Mr. Youne. That is what we hope. 

Mr. Putuuips. Because they occupied a sensitive position where they 
could do damage. 

Mr. THomAs. Would you care to make an estimate of how many 
Communists there were, or how many people who were fired who were 
disloyal to the United States, out of that? 

Mr. Youne. I have no idea as to how many, in these figures. Would 
you say that 1 or 2 Communists would be too many ¢ 
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Mr. Tuomas. I would not have the slightest idea, but I know there 
are not 40,000 of them, or there are not even 1,000 of them. 

Mr. YounG. No; but if there was one, that would be too many. 

Mr. THomAs. How many would you say? You are the one who got 
up the figures. We did not get them up. 

Mr. Youna. Sure, I got them up. is I explained to you, we have 
no figures or information which shows specifically the reason any 
ee was fired, because in most instances they were fired for a com- 

ination of reasons. 

Mr. Tuomas. That is pretty weak; is it not? 

Mr. Youne. No; it is a fact. 

Mr. Tuomas, It is a weak fact, then. 

Mr. Youne. It is not even that, because the objective, you see, is not 
to label somebody a Communist in this program. The objective is 
not to say “X number of people were subversive” in this program. The 
objective in this program is to get these undesirable people off the pay- 
roll from any position where they can injure the national security. 

Mr. THomas. That is a good sensible statement. I am glad to hear 
you make it. But the publicity has been bad. 

Mr. Youne, We are trying to save the American taxpayer by taking 
them off the payroll. 

Mr. Tuomas. The publicity that enters into this program is to the 
effect that we are firing 30,000 or 40,000 people, of which most of them 
are Communists or people who are disloyal to the United States. 
And, unfortunately, John Public got that idea, whether it was willful 
or not. 

Mr. Youna. That is why I thought you would be interested in seeing 


this chart—that of the 40,000 terminations in this period only 9.1 
percent had any question of security. 

Mr. Tuomas. I think that corrects the situation. 

Mr. Younc. Wouldn’t you like to have that in the record? 

Mr. THomas. Yes. 

(The chart referred to follows :) 
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Mr. Putuies. I think the chairman was right and I think the 
Chairman of the Commission is right when he says it was a lot due to 
the newspapers’ handling of it. 

I think we also have a problem there that involves certain types of 
people, as for example, homosexuals whom you want off the payroll. 
They can be highly dangerous and you certainly cannot call them 
subversive, and you cannot call them disloyal. You just call them un- 
fortunate people whom we do not want to be in a spot where they 
have information we don’t want broadcast. 

Mr. Botanp. I think the Commission ought to be commended for 
trying to do something about it. I think perhaps this is the first real 
effort that has ever been made. I am not too familiar with it, but it 
looks as if this is the first real effort that has been made to do some- 
thing about it. I can understand where there may be some incon- 
sistencies in the program. That is understandable, but what the chair- 
man is interested in, and I am sure you are too, is trying to protect 
those who really are not in sensitive positions and who have some 
characteristics that might not be of the best, but who are good Gov- 
ernment employees, the same as we have in private industry. 

Mr. Youna. That is why the Congress, in its wisdom, in 1950, made 
provision for that kind of clearance of record in Public Law 733. 


ADMINISTRATION OF THE RETIREMENT SYSTEMS 
Mr. Tuomas. Mr. Reporter, will you insert page 56 in the record 
at this point? 
(The material referred to follows:) 


CoMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 4—Administration of the retirement systems 





| 
1955, actual 1956, required 1957, estimate 


Functions ‘ a A 
verage verage verage 
positions positions Cost positions Cost 


Processing annuity and death 
NN = ali aiiceikewailinn < oo en | 
Processing refund claims._.--.--------| 
Processing service credit claims. ---.- | 
Maintaining control accounts. ----_-- | 
Maintaining the annuity roll 
Maintaining file of retirement record 
Answering inquiries 
Making actuarial studies, ete 
Handling mail and files services_----| 


—~B 
RaBZas 


—— 





BEES 


s|sgs2 38338 


os 


Gubtotel........... is cckenkeuna 
Amounts for retroactive pay in- | 
ee 5 eo dsadehd cs eeisasie . 
Proposed supplemental due to pay | 
DR cn ee cee atten condeaeth 


8 











Total, activity 4 1, 158, 124 


Mr. Tuomas. This activity deals with the retirement setup. Who 
is heading that for younow? Mr. Irons? 

Mr. Younc. Mr. Ruddock. Mr. Irons is head of our Bureau of 
Departmental Operations, which includes the Retirement Division. 
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Mr. THomas. How long has Mr. Irons been over there’ He has 
been over there a long time. 

Mr. Macy. He has been there since 1943. 

Mr. THomas. Where did he come from? 

Mr. Macy. The Social Security Board. Prior to that he was en- 
gaged in the insurance industry. 

Mr. Tuomas. He is a very capable man; isn’t he? 

Mr. Youna. Very. 

Mr. Tuomas. In this function you have 273 employees for 1957 as 
against 268 at a cost of $1,269,000 against $1,167,400. 


WORKLOAD DATA 


What about your workload here ? 

We will put the table on page 57 in the record as to the workload, 
at this point. 

(The material referred to follows :) 


Workloads and unit costs 


1955 actual 1956 required | 19 57 estimate 
| 


_ — _ - -|— — 


| 
Cost per | fh a 
d unit | Processed ante 








Work items 


Processe Cost per! processed | a 


Processing annuity and death claims. 57, 728 $6. 26 58, 644 $6. 7: 58, 511 
Processing refund claims __ 7 116, 412 . 829 131, 503 131, 000 
Processing service credit claims. -- 24, 542 2. 49 25, 568 2 tig 25, 480 
Maintaining the annuity roll 283, 261 . 319 316, 530 350, 023 | 
Answering inquiries. - . ..--- oaekace 183, 420 . 833 | 184, 116 183, 800 


Mr. Witxiams. You may notice that the only increase is in the 
line of maintaining the annuity roll. That goes up in relation to 
the number of people on the annuity roll. It increases at the rate 
of about 30,000 new annuitants each year. 

Mr. Tuomas. It jumped from, 316,530 to 350,023 in 1957. 

Mr. Witu1Ams. We add about 55,000 a year and take off about 
25,000. 

Mr. Tuomas. Processing annuity and death claims costs $6.72 each, 
of which you anticipate there will be 58,511 next year. 

What is the limitation on that refund where you have 131,000 
processed at a cost of 89 cents. How long do you have to be in the 
system? What is the cutoff date on the refund / 

Mr. Youna. Twenty years. 

Mr. Tuomas. Any time up to 20 years; is that right ¢ 

Mr. WiiiAMs. Yes. 

Mr. Tuomas. Processing service credit claims, 25.480, at $2.69 each. 
What is that on? 

Mr. Wititams. When a man has back service for which he has never 
paid and now wants to pay back in he can open up an account, pay 
for it, and get credit for it. 

Mr. Macy. I believe this covers the type of case that we were talking 
about this morning. 
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VOLUNTARY PURCHASE OF ADDITIONAL ANNUITY 


Mr. Tuomas. What part of an employee’s salary can he double up 
on, so to speak, and pay extra into the civil-service retirement fund 
so that at the end of his employment he can buy an annuity, or the 
Commission takes that money and buys an annuity? Explain how 
that operates. That is an additional one. 

Mr. Wituiams. I do not remember, Mr. Chairman, what the amount 
is, but there is a provision that you can pay money into the fund and 
buy an annuity. 

Mr. Moore. Up to 10 percent of total basic salary earned since 1920 
may be deposited for the purchase of additional annuity. 

Mr. Tuomas. It isa very sensible thing. How does it work? 

Let us say we have an employee who makes $5,000 a year and he 
makes his regular contribution of 6 percent monthly. Over and above 
that 6 percent he can take 10 percent more; is that correct? 

Mr. Moore. 10 percent of his salary. 

Mr. Tuomas. What happens to that? 

Mr. Puttures. Does that include the 6 percent ? 

Mr. Lawron. He buys at a statutory rate. 

Mr. Tuomas. It is over and above, Mr. Phillips. 

Mr. Puitties. You mean 16 percent? 

Mr. Moore. That is right; it is added to it. 

Mr. Tuomas. Is it kept in a separate account, that 10 percent? At 
the end of his retirement, or at the end of his service upon retirement, 
the Commission takes those accumulated 10 percents and what do they 
do with them ? 

Mr. Lawron. Give him an annuity at the stated rate, considering 
his age at the time he retired. 

Mr. Tuomas. What does it add up to as far as the employee is con- 
cerned? Is it a good or bad deal for him? 

Mr. Lawron. It is a good deal in the sense that it is a partial pay- 
ment on an annuity. It is the same principle as buying an additional 
annuity from an insurance company, but the Government rate is better. 

Mr. THomas. What premium does he pay? Based upon what age? 
The age at retirement ? 

Mr. Lawton. Age at retirement, at the time he retires. 

Mr. Tuomas. That is quite prohibitive then, is it not? That price 
is prohibitive. He does not retire until he is 62 or 65? 

Mr. Lawron. Well, he has accumulated a credit. If he went to an 
insurance company with that many dollars he could buy an annuity 
at that point. The Government sells him an annuity based on the 
amount of his contributions. 

Mr. THomas. What rate of interest do you allow him on his de- 
posits, say, through the years? 

Mr. Lawron. It is the 3-percent rate, compounded annually. 

Mr. Puiuipes. On this annuity business, does he start paying for 
his annuity when he retires or are you going to buy an annuity at 
that date? 

Mr. Lawton. No. He has made partial payments and accumulated 
a fund. 

Mr. Puiuures. You said you buy an annuity ? 

Mr. Lawton. You buy an annuity just as if he had bought it, with 
an insurance company. 
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Mr. Puitures.. When do you buy it? As if he had bought it when 
he retired, or what? 

Mr. Lawton. When he retired. 

Mr. Tuomas. His rate goes pretty high then. His money doesn’t 
last long. 

Mr. Put.azips. The rate is very high then. 

Mr. Lawron. The older you are at that time the eee monthly 
annuity you get for your dollars, In other words, if you buy an 
annuity from an insurance company for $10,000 at age 60 you get a 
better yearly annuity if you are buying a life annuity than you would 
if you bought one at age 50 for $10,000, because a 60-year life expec- 
tancy is less. 

Mr. Puiiips. Don’t these life insurance companies have a formula 
by which the man starts to pay, and he pays in for 10 years, and gets 
an annuity at a better rate than at the v very end of the time? 

Mr. Lawvon. I think your annuities are based on the time you 
retire, the time your annuity begins. 

What I said before is that if you buy an annuity from an.adnsurance 
oa and you pay them $10,000 for an annuity for life at age 60 
you get a higher annual annuity than if you bought one for $10,000 
at age 50, because your life expectancy is a lot longer. And the insur- 
ance company certainly would not give you the same thing from age 
50 to the end of your life as they would from 60, 

Mr. THomas. Off the record. 

(Discussion off the record.) 


DEVELOPING PROGRAMS AND STANDARDS 


Mr. Tromas. What about “Programs and standards.” Have we 
not talked about that enough ? 

Mr. Youna. I can keep right on talking about it. 

Mr. Tuomas. Mr. Reporter, put this table on page 65 in the record, 
please, sir, and we will put the general statement in also, on pages 
66 and 67. 

(The material referred to follows:) 


COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 5—Developing programs and standards 


1955 actual 1956 required 1957 estimate 

Functions e6. = he ae re. 5% es 
| Average 1 Average ~ Average . 

| om Cos } soe S ee Cos 

| positions st positions Cost | positions st 


Planning the basic improvements | | 

in the Federal personnel program 48 318, 735 4: $341, 3 44 | 
Developing and improving instruc- 

tions and regulations __- ‘ 
Establishing and issuing occupa- 

tional standards 42 294, 6 47 352, 700 5 381, 700 
Devising selection methods and pro- 

viding examining material for 

measuring qualifications - - | f 293, 05 56 335, 400 56 335, 400 


$341, 200 
263, 100 


Total, activity 5... | 5 | , 130, 06: . 1, 271, 900 189 1, 321, 400 
Amount for retroactive pay increase |. ‘ 7 
Proposed supplemental due to pay 
increase __. ; | —88, 400 


Adjusted total, activity 5 7 , 156, 036 1, 183, 500 if 1, 321, 400 
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AcTIVITY 5—DEVELOPING PROPOSALS AND STANDARDS 


GENERAL STATEMENT 


The principal functions of this activity are to: (1) Develop and plan Federal 
personnel programs for the competitive service and provide leadership to agen- 
cies in installing programs; (2) develop and issue regulations and instructions 
to guide agencies and other bureaus of the Commission in carrying out this per- 
sonnel program; (3) establish and issue occupational standards; and (4) de- 
vise selection methods and provide examining material for measuring qualifica- 
tions of persons being recruited, transferred, or promoted to Federal positions. 
These are continuing responsibilities which give direction and purpose to the 
Commission’s work in improving governmental administration. 

The requirements for this activity in fiscal year 1957 are based on continuing 
all functions programed in the current year 1956 and accelerating the progress 
already made in improving personnel management in Government. The Com- 
mission is requesting an increase in funds in the amount of $49,500 for 1957. 
These funds will be used to strengthen the Commission’s classification standards 
program and to permit some increase in the development of a more effective sys- 
tem for the issuance of the Commission’s regulations and instructions. 

The functions of this activity are all performed in the central office of the 
Commission. 


NARRATIVE JUSTIFICATION 


Planning basic improvements in Federal personnel programs 


This covers the work of: (1) Planning, conducting studies, and making recom- 
mendations on programs and policies governing the administration and operation 
of Federal personnel systems which are under the Commission’s jurisdiction ; 
(2) preparing the Commission’s legislative program ; (3) advising congressional 
and executive officials on major areas of personnel programs; and (4) providing 
leadership in installing new personnel programs. 

The basic objectives of this function are to provide (1) a more effective work 
force for the Federal Government and (2) satisfactory conditions of employ- 
ment for Federal workers. 


REGULATION, APPELLATE, AND ApvisoryY FUNCTIONS OF THE COMMISSION 


Mr. Tuomas. What about the appellant section? We will put in 
the table on page 81, and the table on page 82 at this point. 
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(The material referred to follows :) 


CoMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 6—Regulatory, appellate, and advisory functions of the Commission 








| 1955 actual 
Functions rc 
Average 


positions Cost 


j 


1956 required 


| Average 


positions Cost 


1957 estimate 


Average 


| positions Cost 





Office of the Commissioners._-..-.-.- 

Personnel advisory services to the 
President 

Office of the Executive Assistant---- 

Security Appraisal Office 

President’s Committee on Employ- 
ment Policy 

Fair Employment Board ! 

Legal services 

Recodification of civil-service laws-_-_|-.-.....-..|-.-- 

Investigation of prohibited political 


15 $120, 114 


54, 720 


54, 935 
Appeals and advisory service: 
Veteran (sec. 14) 
Reduction-in-force 
All other appeals 
Advisory service 
Subtotal, appeals and ad- 
visory service 


Adjusted total, activity 6... | 1,013, 348 





219, 128 | 


166 | 1, 022, 576 | 


15 


62, 611 | 


124,772 | 


44 
10 
22 
15 

(91)} (538, 278) 


1, 095, 660 


—73, 084 


$136, 400 


81, 800 
58, 000 
72, 300 


35, 000 


135, 900° 
4 19, 100 
10 62, 200 
43 
10 
21 


15 


244, 600 
57, 600 
131, 600 
89, 500 


(523, 300) 


170 | 1, 124,000 


(89) | 


170 I, 124, 000 


1 Abolished Jan. 18, 1955, by Executive Order 10590 which created President’s Committee on Employ 


ment Policy. 


Workloads and unit costs 


| 

| 1955, actual 

a 

Cost per 
unit 


Work items 
| Processed 


Processed 


1956, required | 


Cost per 


Political activity cases _---..--- 
Veteran appeals 

Reduction in force appeals. --- 
All other appeals 


362 
3, 281 
3, 073 
2, 235 


320 
3, 484 
2, 284 
2, 578 


PERSONNEL REQUIREMENTS 


The average number 
in the following table: 


1955, actual 


Average 
positions 


Central office 
Regional offices 


Total, activity 6 
Amount for retroactive pay increase. 
Proposed supplemental due to pay 


122 


1, 013, 348 


72350—56—pt. 1——-8 


1956, required 


$858, 360 
237, 300 





1, 022, 576 


| Processed | 


1, 095, 660 


—73, 084 |... 


1957, estimate 


Cost per 
unit 


$194. 00 
71. 70 
24. 90 
53. 60 


of positions and salary costs for this activity are shown 


1957, estimate 


| Average 
positions | 


| 128 $886, 000 
42 | 238, 000 
170 | 1,124, 000 


170 1, 124, 000 
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EXECUTIVE AND ADMINISTRATIVE SERVICES 


Mr. THomas. How many people do we have in this executive set-up ? 

Page 95, please, Mr. Reporter, and the short statement on page 96, 
may be placed i in the record at this point. 

(The material referred to follows :) 


CoMPARATIVE SUMMARY STATEMENT BY ORGANIZATION 


Activity 7—Executive and administrative services 


| 
1955, actual 1956, required 1957, estimate 
} 


Bureau or office | 
Average 


: Average Average 
positions Cost | Cost Cost 


ne positions 


Office of Executive Director: 
Executive Director’s Office - -_ _- g $68, 788 $67, 700 $67, 900 
Security officer - } 47, 522 5 | 42, 900 38, 000 
Interagency advisory group--__- | 22, 850 35, 840 37, 200 
Congressional services group -___| j 31, 107 | 5 | 33, 600 33, 600 

Bureau of Management Services: 
Office of Director ---_- f 32, 815 | f 39, 600 f 40, 700 
Organisation and Methods and 

Federal Employment Statis- | 
ties Office. : 90, 428 | 98, 600 98, 600 
Budget and Finance Division. 5 266, 093 | 313, 500 j 313, 500 
re eo te 44, 370 48, 400 | | 48, 400 
Office Services Division. __.___- é 453, 295 | 480, 300 : 480, 300 
Personnel Division... .._._____- 2 105, 843 | | 129, 500 ¢ 











Total, activity 7 J 24: a 163, 111 | “ 1, 289, 940 | 
Amount for retroactive pay in¢re: ise_|- 
Proposed supplemental due to pay 

increase ae ee ‘ ; ; —90, 200 


Adjusted total, activity 7___-- 24: , 187, 856 250 | 1, 199, 740 | 


ACTIVITY 7—EXECUTIVE AND ADMINISTRATIVE SERVICES 
GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission performed by the central office divisions and offices listed in the table 
on the preceding page. ‘they cover the overall management and service functions 
required to facilitate the performance of the operating programs covered in the 
six activities heretofore presented. No increase in funds for this activity is 
requested for fiscal year 1957. 

Mr. Tuomas. Maybe we can explain it as we go along here. You 
have 249 people at a cost of $1,290,000 for 1957 as against 250 at a 
cost of $1,289,940 for 1956. 


OFFICE OF THE EXECUTIVE DIRECTOR 


Is that the Office of the Executive Director? Who is that? 

Mr. Macy. That is my office, Mr. Chairman. 

Mr. Tuomas. Filled by a very capable man, too. 

Mr. Macy. Thank you. 

Mr. Tuomas. Then you have a unit here, congressional services 
group, six positions. 

Mr. Macy. That is Mr. Bailey’s group located in the House Office 
Building. 
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BUREAU OF MANAGEMENT SERVICES 


Mr. Tuomas. What is this Organization and Methods and Federal 
Employment Statistics Office? What are you doing with all these 
statistics? What about that unit? I don’t understand this. 

Then you have 10 people in your library unit, and you have your 
Personnel Division of 22. What are this 113 positions in Office Serv- 
ices Division composed of? Is that your housekeeping ? 

Mr. Younea. That is the Division of Office Services. 

Mr. Wiu1aMs. Those statistics you speak of are governmentwide 
Federal employment figures. 

Mr. TuHomas. What about the Bureau of Labor Statistics? Do you 
get permission to do this? 

Mr. Witutams. They do it only on the industry side. They don’t 
touch the Government employment figures. 

Mr. Tuomas. Is this all worked out with the Bureau of the Budget, 
that you take this field and 2 or 3 more agencies take this? 

Mr. Youne. There is no duplication, as far as I know. 

Mr. Tuomas. You have 250 people over here taking care of about 
2,900 people; is that right? 

Mr. Wituiams. These people take care of the entire group of about 
4,000, including the revolving fund employees. 

Mr. Tuomas. What about the people in the field? Do they have 
their own setup in the field ? 

Mr. Wiriu1aMs. Only part; yes, sir. 

Mr. Tuomas. The answer is “Yes,” because they are duplicating 
in the field everything you have here. 

Mr. Youne. Certainly not as far as the statistical work is concerned. 

Mr. Tuomas, No. 

Mr. Younc. They have their own administrative setup. 

Mr. Tromas. What you are doing is taking care of 4,000 people 
with 250 rather than 2,600 or 2,700. 

Mr. Witu1ams. With some overlapping services to the field; yes, 
sir. 

Mr. Tuomas. Isn’t this a little high? 

Mr. Wuui1aMs. It figures about 7 percent of our total budget, Mr. 
Chairman. 

Mr. Youna. Their efficiency is so increased that we can still do 
more work with the same number of people. 


REDUCTION IN AVERAGE NUMBER OF EMPLOYEES IN CIVIL SERVICE 
COMMISSION 


Did you know the Commission was down about 29 percent in 
terms of its personnel financed from the “Salaries and expenses” ap- 
propriation, which is the highest rate of reduction of any agency in 
the Government. 

Mr. Tuomas. You have that figure down, but you are talking about 
during the war when you were doing about everything in the book 
over there. How much reduction have you had since 1952? 

Mr. Youne. Since January 31, 1953, the Civil Service Commission 
has dropped about 29 percent in the number of employees. 








114 









Mr. Tuomas. Can you turn to your budget there, while you are 
there, and read it in by years, as to how many you had? That is good 
information. Have you got it there by years? 

Mr. Youn. No; I just have it for January 31, 1953. 

Mr. Tuomas. Insert in the record the number for the last 5 years. 
(The material referred to follows :) 
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Mr. Tuomas. Mr. Reporter, will you put page 1038 in the record at 
this point ? 
(The material referred to follows:) 








COMPARATIVE SUMMARY STATEMENT BY OBJECTS 


Other objects of expenditure 






















1957 estimate 


| - 1956 author- 
1955 actual ized 





Object classification 




















Oe tae Bah ce Ms | $407, 518 $443, 000 $508, 000 ; 

03 Transportation of things................ otctenielamled Seas 68, 490 68, 000 68, 000 b 

i EE icc oamnstnamnanensnannne | 542, 287 542, 000 566, 000 4 

i eee eee 57, 933 60, 600 59, 000 : 

06 Printing and reproduction... ........................-.-- -| 315, 596 293, 700 365, 000 eI 

Ee ee 276, 110 276, 000 295, 000 

08 Supplies and materials.................... Siliaidl.wedee | 208, 007 203, 000 212° 200 

ey VR ee SD . omepenoetrugs Mewatid | 2 7 18, = 90, 000 i 
iM 


13 Refunds, awards, and indemnities-_._._-._.--- 
Taxes and assessments__ Sinacsauncte 
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Mr. Tromas. This is “Other objects.” We have gone into that to 
some extent this morning. 

Mr. Puiures. How about the increase in 09? 

Mr. Youne. That is replacement of old typewriters and adding 
machines, which we touched on. 

Mr. Tuomas. We touched on equipment this morning. He said 
“They are following the regular GSA rules.” After 5 or 6 years 
they can turn it in and get some more. 

Mr. Young. It is all pretty much according to formula. 
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INVESTIGATIONS OF UNITED 


INTERNATIONAL ORGANIZATIONS 


Program and financing 


Program by activities: Investigations (total obligations) - 
Financing: Unobligated balance no longer available_. 


Appropriation... ..-- ‘ 
Proposed supplemental due to pay increases. - 


Reappropriation. --..... 


Srares Crrmzens ror EMPLOYMENT BY 


1955 actual | 1956 estimate | 1957 estimate 


$493, 962 
398, 385 


400, 000 


"492, 347 


Obligations by objects 


07 Other contractual services: 
1955, $493,962 ; 
1956, 427,385; 
1957, 574,000. 


| 
| $427, 386 | 
a 

RE 
29, 000 | 


398, 385 | 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation... ....... 


Reappropriation of prior-year balance 
Obligated balance brought forward 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. __--....- Sedebewe 
Out of anticipated supplemental ‘appropriation... 
Out of prior authorizations 


Total expenditures 
Balance no longer available: 
Unobligated (expiring for obligation) -- 
EE sean icie 
Obligated balance carried forward. 


Mr. 
morning. 


1955 actual 


492, 347 
04, 216 


SE a eoiai $400, 000 |... 
Proposed supplemental due to pay increases.......-------- gabcaiet< 


| 
1956 estimate 


$29, 000 
398, 385 








476, 943 


$574, 000 


574, 000 


1957 estimate 


$574, 000 


49,558; 


615, 100 


615, 100 


Tuomas. You touched on international organizations this 
S 


We will insert page 115 in the record, the table on page 116, and 


the summary on pages 117, 118, and 119. 





116 


(The material referred to follows:) 


CoMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Investigation of United States citizens for employment by international organizations 


1957, esti- 


Functions 1955, actual | 1956, required mated 


Federal Bureau of Investigation: 
Name checks 7 , ~ 38% $1, 385 $2, 000 
Applicant investigations - y 149, 150 213, 700 
Preliminary inquiries eceaa aoa 790 1, 400 
Full field loyalty investigations. - ; sce 59, 120 78, 900 


Subtotal, FBI__- Sithien nse ieiilhtns / s 210, 445 296, 000 





Civil Service Commission: 
National agency checks. eae = tiv .. 1, 400 2, 000 
Background investigations_- ; / 128, 210 116, 540 
Processing reports on internaiionally recruited personnel. 3, 726 4, 000 
Loyalty advisory opinions. : : 116, 853 83, 000 
Analysis of other cases sath - 12, 184 12, 000 


Subtotal, CSC ___- 7 wate estnwiovwdsanre 262, , 263 _ 216, 940 





Total cost of program....................-- one 482, 639 427, 385 
Amount for retroactive pay increase 7 A , +11, 323 slice 
Proposed supplemental due to pay increase. ane 29, 000 











Adjusted cost of program - ; eS - 493, 962 “398, 385 | 574, 000 
| 





SUMMARY WoRKLOAD TABLE 


Investigations of United States citizens for employment by international organizations 


} 
1955, actual 1956, required | 1957, estimated 


| 
Number | Cost per | Number | Cost per | Number | Cost per 
| ofcases | unit of cases unit | of cases unit 
! | | 


Workload items 


| | j 

Federal Bureau of Investigation: 
Name checks. - - --- 1, 132 | $1. 22 | 96 $1. 44 1, 416 $1. 44 
Applicant investigations . 305 | 512.33 260 | 574.11 | 372 | 574. 11 
Preliminary inquiries | 7} 100.2 i; 113.55 | 12 113. 55 
Full field loyalty investigations 116 534. 78 | 99 | 597.19 | 132 597.19 

Civil Service Commission: 
National agency checks__- 215 | 6. 215 | 6.45 312 6.45 
Background investigations 547 | 234. 36 16 | 250.00 684 250. 00 
Loyalty advisory opinions. 352 331.97 | 259 | 320.00 | 267 320. 00 
Analysis of other cases_ 788 | 15. 46 7 15. 00 978 15.00 





INVESTIGATION OF UNITED STATES CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


GENERAL STATEMENT 


Executive Order 10422, as amended, sets forth the procedures for making 
available to the Secretary General of the United Nations and the executive heads 
of other international organizations of which the United States Government is 
a member certain information concerning United States citizens employed, or 
being considered for employment, by such organizations. 

Under the Executive order, investigations are made by the Federal Bureau 
of Investigation and the Civil Service Commission. The Bureau makes (1) full 
field investigations in all cases involving United States citizens employed or being 
considered for employment for a period exceeding 90 days on the internationally 
recruited staff of the United Nations or other international organizations and 

(2) full field loyalty investigations whenever, during the course of investiga- 
tions by the Civil Service Commission, derogatory information with respect to 
loyalty is revealed. The Commission makes (1) full background investigations 
in all cases involving United States citizens employed or being considered for 
employment for a period exceeding 90 days on the locally recruited staff of the 





United Nations or other international organizations and (2) checks of specified 
records (national agency checks) for short-term (90 days or less) appointees or 
potential appointees to positions on the locally recruited or internationally re- 
cruited staff of the United Nations or other international organizations. 

The reports of these investigations are forwarded to the International Organ- 
zations Employees Loyalty Board of the Civil Service Commission. In those re- 
ports containing derogatory information, the Board makes an advisory determi- 
nation under the standard specified in the order. The standard is “* * * whether 
or not on all the evidence there is a reasonable doubt as to the loyalty of the 
person involved to the Government of the United States.” 

The Board transmits its determinations, as advisory opinions, to the Secretary 
of State. The Secretary of State notifies the executive heads of the international 
organizations concerned of the results of the investigations for their use in 
exercising their responsibility with respect to the integrity of the personnel 
employed or to be employed by such organizations. 

It is not the function of either the Civil Service Commission or the Federal 
Bureau of Investigation to make decisions as to whether the person investigated 
shall be retained or given further consideration for employment. That is a 
matter for decision by the Secretary General of the United Nations or the execu- 
tive heads of other international organizations. 

In the Appropriation Act, 1956, the Congress did not make additional funds 
available for this program in fiscal year 1956 but authorized the reappropriation 
of the unobligated balance as of June 30, 1955. Under this authority the amount 
of $398,385 was made available for the current fiscal year. 

The reappropriated amount will not be adequate to process the full workload of 
investigations anticipated in fiscal year 1956 or to defray the cost of the pay 
raise estimated at $29,000. The Commission is submitting a supplemental request 
for additional funds for this program in fiscal year 1956. 

The workload estimates of investigations for fiscal year 1957 are based on actual 
experience during the 6 months ending August 31, 1955. Although the Depart- 
ment of State has informed the Commission that a plan to facilitate the em- 
ployment of Americans in international organizations now being developed in 
the Department may lead to increased workloads of investigations in fiscal years 
1956 and 1957, the plan is still in the formative stages and therefore has not been 
used as a basis for requesting additional funds. 

The units of cost for the investigations made by the Federal Bureau of 
Investigation were supplied by that agency. The unit cost of the Commission’s 
background investigations increases in fiscal years 1956 and 1957 because of the 
pay raise and the increased cost of per diem and mileage allowance. 

The workload estimates for the International Organizations Employees Loyalty 
Board for fiscal years 1956 and 1957 assume that the Board will process all new 
receipts in both years and that the Board workload will be normal at the end 
of fiscal years 1956 and 1957. The unit cost of loyalty advisory opinions decreases 
in fiscal years 1956 and 1957 since it is expected that a smaller percentage of the 
cases will require hearings. 

Mr. Tuomas, Last year you had a reappropriation ; did you not? 

Mr. Youne. Yes. You reappropriated the balance, as of June 
30— 

Mr. Tuomas. How much do you want this year ? 

Mr. Young. Which is not going to be enough to carry us over. 

Mr. Tuomas. You want $574,000 ? 

Mr. Youna. Yes. That is based on the actual estimated workload. 

Mr. Tuomas. How many people are you going to investigate ? 

Mr. Youne. Which we have no control over. 

Mr. THomas. How many are you going to investigate and what does 
it cost per copy ? 

UNIT COSTS OF INVESTIGATIONS 


Mr. Wittiams. On page 116, is the cost figure. 

Mr. Tuomas. That is already in the record. 

On “Applicant investigations,” you have a unit cost of $574. Why 
is it so high ? 




















118 


‘On “Full field loyalty investigations,” you have $597. 
“Background investigations,” $250. 
“Loyalty advisory opinions,” $320. 
You can go out and investigate a good postmaster for $105. 
Mr. Macy. The first two items are FBI costs. 
Mr. Youne. These are FBI primarily. 
Mr. Wiuuu1aMs. We get money for the FBI on this program, too. 
Mr. Tuomas. That is all FBI? 
Mr. Youne. It is divided between the Commission and the FBI. 
Mr. THomas. How much does the FBI do? They do name checks, 
application investigations—that is the big item. 

Mr. Youne. Page 115 shows the estimates—about half of it. 

Mr. Tuomas. It is broken down in this table. 

Mr. Youne. We get $278,000 and they get $296,000. 

Mr. Tuomas. How many people do we have involved in these agen- 
cies, and what are they ? 

Mr. Youne. We can give you that information. I don’t think the 
list of the agencies is in here. 

Mr. Wiu1aMs. As a matter of fact there are about 50 international 
organizations. 












LIST OF INTERNATIONAL ORGANIZATIONS FOR WHICH INVESTIGATIONS 
ARE MADE 


Mr. Tuomas. List the agencies at this point in the record. 
Mr. Youne. I can give them to you here right now. 

Mr. Tuomas. Will you read them into the record? Give us the 
names of the agencies, the number of employees, and the number to be 
investigated, for last year and this year. 

Mr. Youne. You mean 1956 and 1957 ? 

Mr. Tuomas. Yes. Can you read them into the record now? How 
many are there ? dt 

Mr. Witu1ams. About 50. 

Mr. Tuomas. What is the number to be investigated ? 

Mr. Youne. These are loyalty investigations, you see, and today 
there are, to all intents and purposes, investigations only of applicants 
coming into these international organizations. So you Salt 
investigating 4 or 5 individuals where 1 is going to be hired. 

This is one place where it increases the cost. This is what you 
were suggesting that we do on the security program, in terms of in- 
vestigating these people, that is, investigating all possible applicants 
for the job. 

Mr. Tuomas. You have 1,416 name checks and 372 application 
investigations. 

I am just wondering if there is a compromise between these methods. 
You have raised that point again. You have a method of spending 
a whole lot of money on placements, auditing, and giving them an 
examination and writing some of them 10 or 12 letters, and then turn- 
ing around 6 months or 2 years from now and spending another 2 
or 3 hundred dollars investigating them and letting them go. It looks 
to me as though you may not have to give them this stiff an examina- 
tion before you hire them. But you could get some information on 
which to base a reasonably good judgment at a reasonable figure, and 
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save you this later headache of training a man, getting him broken 
in and then kicking him out and spending a whole lot of money. 

Mr. Youna. There are about 54 organizations here. 

Mr. THomas. You had better put it in the record. 

Mr. Youna. I can put that in the record. 

(The material referred to follows:) 


INTERNATIONAL ORGANIZATIONS FOR WHICH INVESTIGATIONS ARE MADE 


United Nations Secretariat 
Voluntary program of the United Nations: 
United Nations International Children’s Emergency Fund 
United Nations High Commissioner for Refugees 
United Nations Korean Reconstruction Agency 
United Nations Relief and Works Agency for Palestine Refugees in the Near 
East 
Specialized agencies of the United Nations: 
Food and Agricultural Organization, Rome, Italy 
International Civil Aviation Organization, Montreal, Canada 
International Labor Organization, Geneva, Switzerland 
International Telecommunication Union, Geneva, Switzerland 
United Nations Educational, Scientific, and Cultural Organization, Paris, 
France 
Universal Postal Union, Bern, Switzerland 
World Health Organization, Geneva, Switzerland 
International Monetary Fund, Washington, D. C. 
International Bank for Reconstruction and Development, Washington, D. C. 
World Meteorological Organization, Geneva, Switzerland 
Inter-American organizations : 
Pan American Union, Washington, D. C. 
Pan American Sanitary Bureau, Washington, D. C. 
Inter-American Defense Board, Washington, D. C. 
American International Institute for the Protection of Childhood, Monte- 
video, Uruguay 
Inter-American Indian Institute, Mexico, D. F. 
Inter-American Institute of Agricultural Sciences, Turrialba, Costa Rica 
Pan American Institute of Geography and History, Mexico, D. F. 
Pan American Railway Congress, Buenos Aires, Argentina 
Postal Union of Americas and Spain, Montevideo, Uruguay 
Inter-American Statistical Institute, Washington, D. C. 
Inter-American Commission on Women, Washington, D. C. 
Inter-American Radio Organization, Habana, Cuba 
Miscellaneous international organizations : 
Intergovernmental Committee for European Migrants, Geneva, Switzerland 
Bureau of the Interparliamentary Union for Promotion of International 
Arbitration, Geneva, Switzerland 
International Commission of the Cape Spartel Light, Tangier, Morocco 
Caribbean Commission, Port-of-Spain, Trinidad 
International Union for the Protection of Industrial Property, Bern, Swit- 
zerland 
International Bureau of the Permanent Court of Arbitration, The Hague, 
Netherlands. 
International Bureau of Weights and Measures, Sevres, France 
International Council of Scientific Unions and Associated Unions, Brussels, 
Belgium 
International Hydrographic Bureau, Monte Carlo, Monaco 
International Sugar Council, London, England 
International Whaling Commission, London, England 
International Wheat Council, London, England 
Northwest Atlantic Fisheries Commission, St. Andrews, New Brunswick 
Permanent International Association of Navigation Congresses, Brussels, 
Belgium 
South Pacific Commission, Noumea, New Caledonia 
Central Committee for the Navigation of the Rhine, Strasbourg, France 
International Cotton Advisory Committee, Washington, D. C. 
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International Tin Study Group, The Hague, Netherlands 
International Wool Study Group, London, England 
Rubber Study Group, London, England 
Interim Commission for International Trade Organization, Geneva, Swit- 
zerland 
Inter-Allied Reparation Agency, Brussels, Belgium 
Bilateral commissions : 
International North Pacific Fisheries Commission, Vancouver, British Co- 
lumbia 
International Pacific Salmon Fisheries and Commission, New Westminster, 
British Columbia, Canada 
International Pacific Halibut Fisheries Commission, Seattle, Wash. 
Multilateral commission : Inter-American Tropical Tuna Commission, San Diego, 

Calif. 

Mr. Youne. What you have to remember, Mr. Chairman, is that 
we are doing this pursuant to Executive order and the law, and these 
veople are not hired by the United States Government, they are hired 
Ee the international organizations. All that the Board does, after 
the investigation report is received, is to render an advisory opinion 
to the Secretary of State who then passes on this advisory opinion 
to the head of the international organization. 

Mr. Tuomas. They are all American citizens? 

Mr. Youne. These are American citizens. 

One of the things which the State Department has been attempting 
to do is to increase the number of Americans working for these inter- 
national organizations. Because of the loyalty program, as we see 
it reflected here, other nations have been able to furnish more person- 
nel, by and large, in proportion to their interests, than the United 
States. Therefore, the State Department is anxious to step up this 
program as far as it can, and have more United States citizens work- 
ing in these groups. 

Mr. Tuomas. Of course, investigating them does not get more jobs 
for Americans, that in itself ? 

Mr. Youne. No. ‘The loyalty program itself has been a deterrent. 
Therefore, what they want to do, and what we would like to do, 
inasmuch as we have to do the service job here, and we have no control 
over the workload, is to speed it up and make it as effective and as 
efficient as possible, so that you get quick action on it. Otherwise, 
people get discouraged and before the Secretary turns it over to the 
U.N., somebody else is hired, some foreign national. 


Annuities UnNper Speciat Acts 


Program and financing 
aiacia tiie Basal 12 
1955 actual | 195 6 estimate | 1957 estimate 


Program by activities | 
Payment of annuities (total obligations) $2, 295, 108 
Financing: 
Unobligated balance no longer available _ ; ‘ 1, 940 |- Snstncinsmentdredninn 


Appropriation (adjusted) sabes ‘td 2, 297, 048 | 2, 170, 000. ! 2, 024, 000 


Obligation by objects 


12 Pensions, annuities, and insurance claims: 


$2, 295, 108 





121 
Budget authorizations, expenditures and balances 


1955 actual 1956 estimate 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation . sin $2, 354, 000 : 000 
Transferred to “Salary and expenses, Civil Service Commis- 
sion’’ (69 Stat. 240) i a — 56, 952 


Adjusted appropriation : . 2, 297, 048 
Obligated balance brought forward 245, 468 


Total budget authorizations available 2, 542, 516 
EXPENDITURES AND BALANCES 
Expenditures 


Out of current authorizations : ’ 2.112, : Ogg 
Out of prior authorizations od ; 236, 2, 331 


Total expenditures i a0) 7 eS 2, 349, ‘ 420 
Balance no longer available: 
Unobligated (expiring for obligation) 
Other ; . ft 
Obligated balance carried forward ; . 2, 168, 000 


Total expenditures and balances a ain 4 2, 542, 2, 352, 33 2, 195, 911 


Mr. Tuomas. Mr. Reporter, will you insert at this point page 120, 
appropriation for annuities under special acts, and also the following 
page, 121, which shows the amount requested here for 1957 at $2,024,000 
against $2,170,000. 

(The material referred to follows :) 


ANNUITIES UNDER SPECIAL ACTS 


The amount requested represents estimated requirements for 1957 for pay- 
ments under the Panama Canal Construction Act and to widows of former 
employees of the Lighthouse Service. 


Appropriated 1956 as 1a . ; ; . $2, 170, 000 
Requested 1957 ad a eas , 2, 024, 000 


Decrease __.- a i ae ee . : i 146, 000 


The request for 1957 is for continuation of annuities authorized. Few ad- 
ditional claims are expected under the Panama Canal Construction Act and, 
on the basis of available information, it appears that receipts of claims for 
benefits by widows of former employees of the Lighthouse Service will remain 
at a fairly constant rate for the next few years. 

The statements below and on the following page indicate the basis of the 
estimated requirements for this appropriation for the fiscal year 1957. 


Staiement of funds required to finance the Panama Canal construction annuity fund 
for the fiscal year 1957 


Number Annual rate Amount 


Annuity roll as of July 1, 1955 2, 666 $73: $1, 955, 576 
Anticipated additions fiscal year 1956 10 23 4, 230 


Total : eatin 2, 676 1, 959, 806 
Less drops fiscal year 1956 for death. sa 180 73: 131, 940 
Annuity roll July 1, 1956 ; ihe 2, 496 , 827, 866 
Anticipated additions fiscal year 1957 (5423 13.08) - - - - S less 7 27, 664 
Total ie Adi anegepgeitd Zs. 2, 501 |. 4 , 855, 530 
Ee Gres wea eet GONGe. .... -oo 0-5 25.-55css. aa : 69, 730 


Funds required for fiscal year 1957 iecmaee Re aisk , 785, 800 
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Statement of funds required to finance payments to widows of former employees of 
the Lighthouse Service for the fiscal year 1957 





Number Annual rate 


Annuity roll as of July 1, 1955 
Anticipated additions fiscal year 1956 


28 


ob 
5 


Annuity roll July 1, 1956 
Anticipated additions fiscal year 1957 


5 


a | a 
3| $2| 82/8 


8 


Mr. Tuomas. How many different accounts are involved here ? 

Mr. Wituiams. There are two accounts involved here. 

Mr. Tuomas. The Panama Canal and the Lighthouse Service. You 
have a decrease of $146,000. 

Mr. Youne. Yes, sir. 

Mr. Tuomas. How many areonthe rolls? I see a net of 2,300 here. 
What is the rate of decrease? Is this it, where it says “Less drops, 
fiscal 1956 for death, 180” ? 

Mr. Youne. It isslowly decreasing; yes, sir. 


PAYMENT TO THE Civint SERVICE RETIREMENT AND Disapiuiry Funp 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
Payment on Government share of retirement cost (total 
obligations) ---- ‘ $295, 000, 000 


Financing: 
Appropriation 


Obligations by objects 


11 Grants, subsidies, and contributions: 
1956 
295, 000, 000 


Budget authorizations, expenditures and balances 


| 
1955 actual 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 





EXPENDITURES AND BALANCES 


Total expenditures (out of current authorizations) ----_--..-.- 





Mr. THomas. Payment to the civil-service retirement and disability 
fund. We have gone into quite a bit of detail on that. We will put 
pages 122 and 123 in the record, please. Also pages 124 and 125, and 
the tables on pages 126 and 127. 
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(The material referred to follows :) 


Payment to civil-service retirement and disability fund 


Payment to civil-service retirement and disability fund: 


Appropriated 1956 
Estimate 1957 
Changes 1957 compared with 1956 


Funds requested for fiscal year 1957 provide for approximately 35 percent of 
the total normal cost and interest on the deficiency of the fund. The request 
is based on the valuation of the civil-service retirement system performed by the 
Committee on Retirement Policy for Federal Personnel, and follows the recom- 
mendations for financing made by that committee. The date of the valuation 
is June 30, 1953; for purposes of this request, adjustment have been made 
to reflect legislative and other changes subsequent to that date. 


COMPUTATION OF NORMAL COST 


Coverage.—The coverage under the retirement act, as determined by the com- 
mittee’s census, was 1,661,940 active employees on September 30, 1953. For the 
tiscal year 1956, the coverage is estimated to be 2 million employees, and the 
same coverage is estimated for the fiscal year 1957. This increase is due to adop- 
tion of the Commission’s career-conditional appointment system, which went 
into effect in January 1955. While employees previously serving under in- 
definite appointments were not subject to civil-service retirement, those con- 
verted or appointed to career-conditional or career status become members of 
the retirement system. 

Average annual salary.—The committee’s census showed an average annual 
salary of $4,287 for employees covered by the civil-service retirement system. 
It also showed an average annual salary of $3,468 for Federal employees then 
covered by old-age and survivor’s insurance. An average Salary of $4,148 results 
from weighting 1,661,940 employees at an average of $4,287, and 338,060 employees 
at an average of $3,468. This average is increased by 7.9 percent to $4,476, the 
estimated effect of pay legislation (including wage board increases) subsequent 
to the committee’s census in 1953. 

Normal cost percentage and interest rate-——A normal cost to the Government 
of 5.15 percent of payroll was developed by the committee’s valuation. It is 
based on an interest rate of 3 percent rather than the 4 percent rate used in 
previous estimates of normal cost. The committee recommended that the rate 
paid on investments of the retirement fund be reduced from 4 percent to 3 percent. 
The Treasury Department has since made this reduction. The Commission 
estimates that the normal cost has been reduced from 5.15 percent to 4.92 per 
cent because of pay increases. An increase in the salaries which are under 
$5,000 per annum results in an annuity benefit per year of service which is a 
smaller percentage of the salary than it was prior to the increase. This is due 
to the flat amount of $25 per year of service in the annuity formula; this portion, 
as a percentage of salary decreases with an increase in salary, and hence total 
benefit costs decrease as a percentage of salary. 

The table which follows shows the factors considered in estimating the normal 
cost: 


1. Average number of covered employees_________--____-_____- 2, 000, 000 
2. Average annual basic salary $4, 476 
3. Estimated total salaries of covered employees___.._..______ $8, 952, 000, 000 
4. Government’s normal cost (4.92 percent of payroll, fiscal year 

$440, 438, 000 


COMPUTATION OF INTEREST ON THE DEFICIENCY 


Deficiency at June 30, 1953—The Committee’s valuation showed an unfunded 
accrued liability (deficiency) at June 30, 1953, of $10,670 million. This assumed 
coverage under civil-service retirement of 597,420 employees then subject to 
old-age and survivor’s insurance, together with, of course, the 1,661,940 employees 
then subject to civil-service retirement. Out of the total deficiency of $10,670 
million, $9,911,528,000 was attributable to the latter group, together with present 
annuitants and separated employees who have deferred annuity rights. 
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Effect of appropriation action by the Government for fiscal years 1954, 1955, 
and 1956.—The Government made no appropriations to the retirement fund for 
fiscal years 1954 and 1955, except cost-of-living increases in annuities paid during 
those years. Therefore, the deficiency increased by the required normal cost 
(less reimbursements) for the 2-year period, and by interest at 3 percent. 
During the fiscal year 1956, the deficiency increased again because the Govern- 
ment appropriation of $233 million was insufficient to cover the required normal 
cost and interest for that year. 

Effect of Public Law 747.—The enactment of Public Law 747, 838d Congress, 
which made permanent the cost-of-living increases otherwise scheduled to ter- 
minate June 30, 1955, further increased the deficiency. In its report to the 
Congress on this legislation, the Commission estimated the cost at $210,313,000. 
This was on the basis of the 4 percent valuation rate then in effect ; the estimate 
of $222,641,000 in the accompanying schedule reflects the change to a 3 percent 
valuation rate. 

Effect of the career-conditional appointment system.—Adoption of the career- 
conditional appointment system brought under the retirement act employees 
who have prior service credit, and this further increases the deficiency. In the 
Committee’s valuation, the deficiency attributable to 597,420 employees then 
subject to old-age and survivor’s insurance was $758,601,000. On a straight 
pro rata basis, the deficiency would be $429,267,000 for 338,060 employees. This 
estimate is believed to be on the low side, since it does not recognize additional 
service after the valuation date. 

Effect of pay increases.—While salary increases lower the normal cost per- 
centage, they have the opposite effect on the deficiency. Since annuity benefits 
are based on the highest 5-year average salary, applicable to total service, the 
postal and classified pay increases enacted by the 84th Congress resulted in a 
substantial increase in the past-service liability, or deficiency. The Commission 
estimates this increase to be $821 million. 

Effect of Pwblic Law 869.—The enactment of Public Law 369, 84th Congress, 
further increased the deficiency. This legislation increased the benefits of about 
300,000 annuitants now on the retired roll, and further provided increases in 
the annuities of those retiring employees and survivors whose annuities will 
commence before January 1, 1958. In the House committee’s report, this esti- 
mated increase in the deficiency is $440 million. 

The net effect of these 5 items—(1) inadequate appropriations; (2) per- 
manent annuity increases; (3) past service of new members; (4) pay increases; 
and (5) further annuity increases—is to increase the estimated deficiency to 
$13,434,777,000. 

Effect of reduction in interest rate.—It should be noted that the reduction in 
the investment rate from 4 percent to 8 percent was not effective until the 
beginning of the fiscal year 1955. Any interest paid to the fund in excess of 
3 percent after June 30, 1953, reduces the defic iency. In the fiscal year 1954, 
this excess was approximately $56 millions. Smaller amounts of excess in- 
terest may be anticipated until the present 4 percent investments are converted 
to a 3 percent rate no later than June 30, 1957. The reduction in the annual 
deficiency cost would be 3 percent of such excess interest, or only a fraction of 
1 percent of the total appropriation estimate for the fiscal year 1957. In view of 
the likely understatement in the increase in the deficiency because of past 
service of new members, the decrease in the deficiency due to excess interest 
is not shown in the schedule. 

The following schedule shows the factors used in estimating the deficiency 
of the fund: 


1. Deficiency at June 30, 1953 zo ; _ $9,911, 528, 000 
2. Add amount required to meet Government’ s normal cost. in 

1954 (5.15 percent of estimated annual payroll of $7,124.- 

400,000) : ite . ; 366, 907, 000 


278, 435, 000 
3, 684, 000 


Deficiency at July 1, 1953 274, 751, 000 
. Interest for 1954 at 3 percent 308, 243, 000 


Deficiency at June 30, 1954 582, 994, 000 
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Add amount required to meet Government’s normal cost in 
1955 (5.15 percent of estimated annual payroll of $7,124,- 
400,000 for 8 months ; 4.92 percent of estimated annual pay- 
roll of $8,952,000,000 for 4 months) $391, 417, 000 

Add liabilities resulting from cost-of-living increases made 
permanent by Public Law 747, 88d Cong 222, 641, 000 

Add deficiency with respect to past service of new members- 29, 267, 000 


Tetel<..: “1, 626, : 319, 000 
. Less reimbursements to the fund in 1955 seh 4, 208, 000 


: Deficiency at July 1, 1954_____--- ide cpbice _.. 11, 622, 111, 000 
2. Interest for 1955 at 3 percent__-_ . 7 ¥ ‘iia 348, 663, 000 
Deficiency at June 30, 1955____- gut 11, 970, 774, 000 
Add amount required to meet Government’ S normal cost in 
1956 (4.92 percent of estimated annual payroll of $8,952,- 
000,000 ) __ cures iit Gab abieed eines ee 440, 438, 000 
Add liabilities resulting from pay increases_ 54 $21, 000, 000 
Add liabilities resulting from annuity increases under Public 
Law 369, 84th Cong pesado) Ae St 440, 000, 000 
TONE OS Samctinn IAS sas cs Seibel php i aielleaD a tn, Se 
. Less appropriation ‘for fiscal vea ee oss < 233, 000, 000 
. Less reimbursements to the fund in 1956 — Sip aces 4, 435, 000 
Deficiency at July 1, 1955 ~ 138, 484, 777, 000 
20. Interest for 1956 at 3 percent__- 103, 043, 000 


SUMMARY OF APPROPRIATION REQUEST 


The Committee on Retirement Policy for Federal Personnel qualified its rec- 
ommendation of the “normal plus interest’? method of financing by stating that 
“if the appropriations necessary to arrive at this objective cannot initially be 
adopted, it is proposed that the Government start with such lesser amount as 
may be determined to be feasible, with the aim of ultimately reaching this goal.” 

In the light of overall budget consideration, the administration considers an 
appropriation of 35 percent of “normal plus interest” as feasible for the fiscal 
year 1957. The $295 million requested is estimated to equal the Government’s 
net share of cash disbursements to be made from the fund in 1957. 

The total amount requested is determined as follows: 


1. Normal cost : $440, 438, 000 
. Interest on the deficiency ‘ 408, 043, 000 
Total 843, 481, 000 

35 percent of line 3 : 295, 218, 000 
5. Appropriation requested 295, 000, 000 


ADMINISTRATIVE ExpENsES, EmpLoyees Lire INsuRANCE Funp 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: Administration of the Federal Em- 
ployees’ Group Life Insurance Act (total obligations) - $79, 484 , a $186, 700 





Financing: 
Limitation seheaths-ot 79, 484 
Proposed supplemental due to pay inereases._......_----- Sas aterm sede 
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Administrative expenses by objects 


| | 
Object classification 1955 actual | 1956 estimate | 1957 estimate 





07 Other contractual services $81, 350 $186, 700 
09 Equipment 3, 000 


Ne ee... casameneons 





Mr. THomas. Next is the insurance fund. 

Why do you want to double that over last year? 

Mr. Younae. It is due largely to the fact that under the law passed 
at the last session of Congress, the life-insurance fund can now take 
over these beneficial associations which involves 135,000 more people 
coming in under the insurance program. 

Mr. Tuomas. That is what we were talking about with our col- 
leagues a while ago. 

How many of those companies are there? 

Mr. Untennor. About 30 or 35. 

Mr. THomas. Mr. Reporter, will you insert pages 129, 130, 131 and 
132 in the record ? 

(The material referred to follows :) 


EXPENSE LIMITATION: EMPLOYEES’ LIFE-INSURANCE FUND, ADMINISTRATIVE 
EXPENSES 


GENERAL STATEMENT 


The Federal Employees’ Group Life Insurance Act (5 U. 8S. C. 209 ff), (as 
amended by Public Law 356, 84th Cong., 69 Stat. 676, August 11, 1955) provides 
that the employees’ life-insurance fund is available for any expenses incurred 
by the Civil Service Commission in the administration of the act within such 
limitations as may be specified annually in appropriation acts. 

The estimated total insurance coverage involved is $10 billion. There are 
approximately 2 million employee participants in this country and overseas. 
This is approximately 95 percent of the employees who are eligible. It is esti- 
mated that there will also be approximately 135,000 individuals insured under 
the program under the August 1955 amendment to the law permitting the assump- 
tion by the life-insurance fund of life-insurance agreements of employee beneficial 
associations. Insurance coverage for this group is $200 million. 

It is expected that, in fiscal year 1957, $100 million will be paid into the fund 
by insured Federal employees and the Government. Employeyes contribute 
25 cents per $1,000 of insurance each biweekly pay period, with the Government 
contributing half as much as the employee. 

It is estimate that, in the next year $70 million will be paid under the policy 
in life-insurance benefits to survivors of insured Federal workers with an ad- 
ditional $4,500,000 being paid under the accidental death or dismemberment pro- 
visions of the insurance policy. Most of the difference between estimated 
receipts of $100 million and estimated benefit payments under the policy of $74,- 
500,000 will be placed by the insurer in a contingency fund which will be used 
primarily to pay benefits accruing to the survivors of retirees—a group which will 
rapidly increase as more insured employees reach retirement age. 

Through June 30, 1955, a total of $69,200,000 has been collected from with- 
holdings from employees’ salaries and from agency insurance contributions. 
Through June 30, 1955, a total of $29,332,000 has been paid in benefits under the 
life insurance and the accidental death and dismemberment provisions of the 
policy. In addition, there are approximately $15 million in accrued benefits 
awaiting the filing of claim papers and proofs. 

The estimates for administrative expenses for fiscal years 1956 and 1957 are 
based upon actual experience during 1955, and expected workloads in fiscal 
years 1956 and 1957. 
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The amount reflected under® “07 Other contractual services” reflects costs of 
services performed by the Civil Service Commission which will be reimbursed 
to the Commission by the employees’ life-insurance fund. 

The insurance program was enacted early in the fiscal year 1955. An amend- 
ment to the law in August 1955 authorizes the Commission to assume life-insur- 
ance agreements of employee beneficial associations and permits insurance cov- 
erage for employees now in the Federal service. Coverage under the original 
law was limited to retired and separated employees only. A number of func- 
tions are required by law to be carried out by the Commission. Among the 
more important ones are: 

1. The purchase of a group policy from a private insurance company to 
provide the benefits authorized. 

2. Determining or redetermining that the insurer and reinsurers meet the 
eligibility conditions for carrying the policies under which Federal em- 
ployees are insured. 

3. Arranging for assumption by the life-insurance fund of life-insurance 
agreements of certain Federal and District of Columbia employee beneficial 
associations for its members; determining that the proper amount of assets 
is received by the fund from the associations; and collecting premiums there- 
after from eligible individuals for insurance under the group program. 

4. Determining eligibility of employees retiring under the civil-service 
retirement system and other Federal civilian retirement systems for con- 
tinuance of their life insurance after retirement without cost to them. 

5. Arranging for insured individuals to receive appropriate certificates, 
notices, and information concerning their rights, privileges, and benefits. 

6. Auditing the claim, mortality, expense, and risk charges of the insur- 
ance company and the office established under the program for payment of 
benefits. 

7. Prescribing the operating regulations, rules, procedure, and form for 
the Commision, employing agencies, and individuals. 

8. Developing and maintaining financial and statistical data for manage- 
ment use, and for annual reporting to the Congress as required by law. 

Under the program, all insurance payments to claimants are settled by an 
administrative office set up by the insurer. Before the administrative office 
can act upon any claim for insurance benefits, however, it is necessary to obtain 
certification of the insurance status of the person on whose account the claim 
is being made. In the case of an employee not retired, the certification is made by 
the last employing office, and it is unnecessary for the Commisison to be involved 
in any record keeping for such individual. In the case of retired employees, 
and those individuals insured because of the Commission assuming the life- 
insurance agreements of beneficial associations, the Commission acts as the 
central agency for certification of insurance status at the time of death of the 
insured. Because the Commission already has all necessary records, obtained 
from employing agencies at retirement, or at time of taking over the beneficial 
associations’ life-insurance agreements, there is some individual recordkeeping 
in these cases. It can be seen that some of the functions under the program 
will not entail any detailed individual recordkeeping by the Commission but 
others will. 


Mr. Tuomas. You are taking in about $100 million a year and 
paying out $74,500,000. What are you going to do with that other 
$25.5 million ¢ 

Mr. Young. It goes into a contingency reserve which is provided 
for in the act. So far we still have not had enough experience to 
know at what level that should be maintained. 

Mr. Tuomas. What is the answer? ‘To reduce the rate or give the 
employees more benefits or what ? 

Mr. Youna. We have been working on a proposal, Mr. Chairman, 
which has not yet been finally developed or agreed to, by all the 

various parties at interest here, including the employ ee associations, 
as to amending the Life Insurance Act to ‘also provide for some major 
medical insurance provisions over and above your basic group health 
insurance plans. In that case this contingency reserve might possibly, 
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or some part of that fund might be utilized to help carry part of that 
program. That is still under discussion and I would not feel free to 
discuss it any more in detail at the present time. 


JUSTIFICATION BY FUNCTION 


Mr. Tuomas. Mr. Reporter, we will put page 133 in the record at 
this point. That is a breakdown of your expense. 
(The material referred to follows :) 


NARRATIVE JUSTIFICATION 


The Commission administers the Civil Service Retirement Act as well as the 
Federal Employees’ Group Life Insurance Act. The retirement and insurance 
activities are closely related. Employees who perform both functions allocate 
time and cost to each activity as the work requires. It is estimated that the 
work of the Commission under the insurance program will require the equiva- 
lent of 35 positions for 1957. The increase estimated for 1957 over 1956 is 
attributable solely to the estimated increase in the workload as the result of 
Public Law 356 (84th Cong., 69 Stat. 676, Aug. 11, 1955) which amended the 
Federal Group Life Insurance Act. The following table illustrates: 


1956 1957 


inuiati Amendment 
Continuation of | quite Law 486 | ‘Total 
, 84th Cong.) 


Item or function Aver- 
| age 
posi- 


. - yer- 
| tions Aver: Aver 


age age 
posi- P posi- 
tions tions 


. Collection and accounting 2, 58E : 4 ‘ , | $97, 635 
. Auditing ae ,» oe 2 11, 830 
. Answering inquiries f , 61E | 8, 615 
. Determining and certify- | 
ing status d 7a d 13, 700 
. Statistical analyzing and | | 
reporting , 9 , 9 | 11, 950 
. Supplying forms_........- 57 














WORKLOAD CREATED BY TAKING OVER EMPLOYEE BENEFICIAL ASSOCIATIONS 


Mr. THomas. How many employees do you have? You have 13 and 
you want to bring it up to 22? 

Mr. Macy. 35. 

Mr. Tuomas. Yes, 35. I beg your pardon. You have average posi- 
tions, you say here, of 22. 

Mr. Macy. That is just for the activities under Public Law 356. 
The 22 people are for regular activities. 

Mr. Tuomas. You mean if you take in this 135,000 extras. 

Mr. Youne. That is right. It is quite a job. 

Mr. Tuomas. This fee you collect from the employees is supposed to 
pay the administrative costs. And what the present act does is merely 
put a limitation on what you can spent. Why can’t you absorb this 
out of the 250 or 300 people you have in this Annuity Division over 
there? Why step up this cost? Can you not absorb it within that? 

Mr. Youne. We can’t do it. 
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Mr. Tromas. You already have an organization of 250 people doing 
this work. pe 

Mr. Macy. That is the Retirement Division. | 

Mr. Tuomas. Yes, but this is just a division inside there. 

Mr. Youne. Retirement increases every year—practically every 
year. ; aes 
Mr. Tuomas. How many people do you have in the Retirement 
Division already ¢ 

Mr. Macy. 268. 

Mr. Tuomas. And can you not keep on doing this work 

Mr. WuuraMs. I woah say not, Mr. Chairman. We are running 
behind on some of our retirement work, as it is, because more work is 
coming in that we had programed. ; 

Mr. Tuomas. How did you do this year? How long has this act 
been in effect ¢ 

Mr. Youna. The group life insurance ? 

Mr. Tuomas. Yes. 

Mr. Macy. Since August of 1954, a year and a half. 

Mr. Tuomas. About 18 months. What does your workload look like 
now? How far are you behind. You are current, aren’t you. 

Mr. Wittiams. We are current on the insurance program. I think 
the trouble is this, with respect to the 135,000, that we will have to do 
work with them that we don’t have to do normally under the insurance 
program. We have to keep accounts for these people. We have to send 
them premium notices. We have to take their collections, we have to 
keep their records. We don’t do that with the 2 million people under 
the insurance program. In effect, we are going to run an insurance 
office for the first time, on behalf of these 135,000 people. 

Mr. Youne. That is right. 

Mr. Witiiams. We have to take over the companies’ assets and lia- 
bilities and administer those. It is new from our point of view, to do 
that part of it. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Tuomas. It looks like these 135,000 people are going to cost 
you more than the 2 million did before. 

Mr. Macy. There is no question about it. 

Mr. Witu1aMs. It is because we have to do more for them. 

Mr. Youne. The only reason the cost has been so low on the group 
life insurance thing is because you had this automatic payroll deduc- 
tion of Federal employees, already working in the Government. Here 
we are taking over actual going associations with all the bookkeeping 

Mr. Tuomas. In other words, you put it on the agencies in the 
original act, and in this act you are taking over 135,000, and it puts it 
on you folks? 

Mr. Macy. Actually, the private carriers are taking care of the 2 
million. 

Mr. Wituiams. All claims are handled by the administrative officers 
of the companies themselves, not by the Commission. The only thing 
we do is maintain controlling interest. | 

Mr. THomas. What companies are you doing business with ? 

Mr. Youne. You mean the association here which are elegible to 
be taken over ? 

Mr. Tuomas. No. 
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Mr. Young. You mean the insurance companies? 

Mr. Tuomas. Yes. 

Mr. Youne. The Metropolitan is the administrative agency in this. 

Mr. Tuomas. Yes. 

Mr. WitutaMs. There are 160 companies that share in this program. 

Mr. Tuomas. The Commission administers the Civil Service Retire- 
ment Act as well as the Federal employees group life insurance. We 
are talking about the Group Life Insurance Act. 

Mr. Younc. Here are six pages of them. 

Mr. Macy. One hundred and sixty companies. 

Mr. Wuu1aMs. They underwrite about $10 billion worth of group 
life insurance. 

Mr. Young. It is the biggest group life insurance program there is. 

Mr. Tuomas. All of them give you the same price? 

Mr. WituiaMs. It is a negotiated contract with one company of 
the hundred and sixty. We do not have separate contracts with each 
of them. Actually, the one company buys the contract and then 
simply reissues to the other 159 companies. 

Mr. THomas. What do they call that? 

Mr. Wiutx1aMs. Reinsurance. 

Mr. Tuomas. As far as you know, then, you are dealing with just 
one company ¢ 

Mr. Macy. The Metropolitan. 

Mr. Wiux1aMs. The percentage rate of reinsurance to each company 
is worked out by the Commission, not by the parent company. 

Mr. Youn«. It is all worked out on a formula basis. 

Mr. Tuomas. What is the formula? 

Mr. Young. I can’t tell you offhand. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Evins. Mr. Chairman, I think you have covered the subject 
very, very thoroughly, and I think the gentlemen of the Commission 
have supplied the committee with detailed responses. I do have a 
few questions and an observation. 

I notice in your statement that you state that since November 30 
586,000 employees have been converted to career or career-conditional 
status. Then on the next page you state that practically all are satis- 
fied and happy, and that most of the unrest and uncertaintly has vir- 
tually disappeared. So morale in the Government service is high 
and everybody is happy and there are no problems? 

Mr. Young. I wish that were actually true. 

Mr. Evins. Would that be a fair interpretation of your statement? 

Mr. Youne. Well, compared with what it was before, it is certainly 
true. Itis never going to be ideal and, of course, under any conversion 
program you are going to have some—— 


NUMBER OF EMPLOYEES DISCHARGED UNDER THE SECURITY PROGRAM 


Mr. Evins. I wonder how that squares, Mr. Commissioner, with the 
statements we have been reading in the press recently about disloyal 
subversives and people that have been fired, and all of a sudden it is 
announced that they have been reemployed by the Government, and 
they are not so bad after all. Could you elaborate on that for the 
committee a little bit and give us a little fill-in and detail information ? 
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Mr. Youne. I am not quite sure that I understand what you are 
driving at, but I think there are several factors, perhaps, in your mind, 

One question, impliedly is: To what extent has the security program 
been a deterrent to recruitment, or had a bad morale effect on Federal 
employees? That isa part of your question; is that right? 

Mr. Evins. I gathered from your statement that everybody was 
happy and there are no problems. But we see in the press where there 
have been a number fired and reemployed. That does not exactly 
square with the bright rosy picture which your statement puts out. 

I want you to fill in for this Appropriations Committee—there are 
other committees you have been testifying before. 

Mr. Youne. May I refer again to this pie chart that was placed in 
the record, which shows that the total terminations for this period of 
May 28, 1953, through September 30, 1955, amounted to 40,575. Those 
terminations were discharges for cause and on suitability grounds. 
That is about the rate at which our terminations run. 

In only asmall part of that was there any security question involved, 
us I explained earlier, in about 9.1 percent of the cases. 

Recently I testified before Senator Johnston’s committee, that some- 
thing like 5 percent of the persons fired where there were securit 
questions, have been reemployed by the Government. That was esti- 
mated on a sample statistical basis. 

I have no reason to believe that that percentage is not fairly repre- 
sentative, or based on a good sample. But those 5 percent were rehired 
after going through a clearance of record procedure by the Civil Serv- 
ice Commission, and having been determined that they were still, on 
grounds of general suitability, good Federal employees, or they were 
persons who were rehired by the head of the same agency from which 
they were terminated, but in a different kind of position, where there 
was no security question involved. 


EFFECT ON MORALE OF THE SECURITY PROGRAM 


As to the morale effect of this security program, I think it is impor- 
tant to remember that as early as last March, March of 1955, the appli- 
cation of it was limited almost entirely to new applicants, to new ap- 
pointees, new recruits in the Federal service. In other words, by that 
time the question of Federal employees already on the payroll had been 
cleared up. So that for almost a year now, 9 months, the program has 
been directed at screening new appointees, new applicants, new recruits 
coming into the Federal service, and, as you have seen from our figures, 
new “hires” are running at the rate of around 26,000 a month. 

Mr. Evins. Certainly, that is a proper function that we all endorse, 
proper screening of employees that go into the Federal service. But 
of those that were dismissed for security reasons, you indicate that 
95 percent, substantially, were reemployed. Is that a fair summation 
of your statement ? 

Mr. Youne. On a sample basis our figures show that about 5 percent 
of those terminated for security reasons, were rehired in some part of 
the Federal Government. 

Excuse me—may I correct that? I should say “terminated or 
resigned.” 

Mr. Evins. They resigned for reasons withheld, or disability, or 
approaching the retirement age. But I have found that in some other 
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Government agencies, people that have been fired have later been 
reemployed to use their services. 

Mr. Youne. Of course, these resignations where there was we oF 
tory information of some kind involved, are not the total number 
of resignations. As you can see from this left-hand circle, which we 
have not talked about yet, for this period you had 561,479 resignations 
and in only 1.1 percent of those, 5,920, was there any indication of 
derogatory information raising security questions. 

Mr. Evins. Less than 1 percent of the resignations had that question 
involved ? 

Mr. Youna. 1.1 percent. 

Mr. Evins. I think the matter has been gone into in quite a bit of 
detail. 

Mr. Youna. I think this chart shows a very interesting picture, in 
terms of keeping a proper perspective on this program. 

Mr. Evins. You state on page 4 of your statement that: 

We have already determined that there is a significant need for congressional 
authority to train employees in specialized fields when facilities do not exist in 
Government. The Commission is submitting for congressional consideration a 
legislative proposal designed to meet this need. 
and on page 7 of your statement you state that language changes in 
appropriations bills are needed and that the language proposed for 
deletion has outlived its usefulness. 

I think you should specify what language changes you desire, or 
what changes you think should be made. 

Mr. Youne. That is written out in detail in the Commission 
document. 


Mr. Macy. On page 5 and subsequent pages. 


EXTENSION OF COMPETITIVE SERVICE TO OVERSEAS EMPLOYEES 


Mr. Evins. It is in there. Tell me about the competitive status of 
employees overseas, outside of the continental limits of the United 
States. Are these examinations open to other than American citizens? 

Mr. Young. No; they are limited to American citizens. We have 
special provisions for hiring foreign nationals. That depends a good 
deal on under what authority it comes, whether it is with the State 
Department, or CLA, or elsewhere. 

Mr. Evins. Suppose that our Embassies abroad need clerk-typists, 
or stenographers, and you announce competitive civil-service examina- 
tions. Are natives of England or France or some other country given 
preference over our own people in taking these examinations after 
their names have been established on the register? Just tell us how 
that operates. Since you are making this extensive inclusion of civil- 
service benefits to people elsewhere, outside of the United States, just 
tell us how it works. 

Mr. Youne. May I ask Mr. Macy, who has been working directly 
on this program, to reply? 

Mr. Macy. I will be pleased to. 

First of all, Mr. Evins, the positions involved overseas in this exten- 
sion of the competitive service are limited at the present time to posi- 
tions in the Department of Defense. There are about 20,000 such 
positions in Europe, the Far East, and the Pacific area. 
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The system will work this way: The positions will be identified by 
the Department of Defense that can be satisfactorily filled with native 
noncitizens in the area where the positions exist. That will be the 
first effort, because that will be more economical. 

Mr. Ostrerrac. Do you mean indigenous personnel ? 

Mr. Macy. That is what I mean. Indigenous personnel where the 
agencies are located. 

Second, there will be an opportnnity to utilize American citizens 
located in those areas, either those who are in private enterprise over 
there or, for one reason or another, are in those foreign areas. 

The third category will be American citizens in the United States 
who compete through the regular civil-service examining process for 
positions in the overseas areas. 

The first step will bring about a competitive conversion of United 
States citizens in the Department of Defense overseas from their pres- 
ent excepted position into the competitive service. From then on va- 
cancies, as they occur, are identified as vacancies to be filled by United 
States citizens, examined and recruited within the United States. 
They will go through the normal process of examination and be 
selected and sent to our overseas posts. 

Mr. Evins. Federal service extension is limited to the Department 
of Defense at the present time ? 

Mr. Macy. Thai is right. 

Mr. Evins. It is contemplated to extend it to other agencies of the 
Federal Government. 

Mr. Macy. That is right. In fact there are some fifteen hundred 
additional positions in other departments operating overseas which 
we hope to include. 

Mr. Evins. You permit the individual agency to determine for 
itself which group or which category should be American citizens 
or not? 

Mr. Macy. We have worked out with the Department of Defense 
an understanding as to generally what jobs and what locations the 
noncitizens will be employed in. 

Mr. Evins. You put the American citizens in about the third cate- 
gory, instead of putting them in the first category, on top? 

Mr. Macy. We can reverse the list and say the most responsible and 
skilled positions will be filled by United States citizens recruited 
through this method. 

Mr. Evins. As a matter of order and form it might be well to put 
the American citizens first. I know that Members of Congress are 
receiving many communications saying “How can I get a job over- 
seas? How can we secure an appointment for overseas service in the 
Government? 

We write to the Department of State, the Department of Defense, 
or Civil Service, and after a runaround our friends get discouraged, 
because they can’t get a job. I imagine that the people overseas are 
having very little difficulty in securing an appointment on the spot. 

Mr. Macy. Of course, there is a financial consideration involved, 
too. It is more economical to utilize skills that are available locally 
than it is to go through the process of sending someone from the 
United States—in many cases with a family, and with all of the added 
costs that are involved. 
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So, that has to be balanced off against other considerations. 

Mr. Evins. Someone spoke earlier of expediting or speeding up 
the process, so that the prospective employee would not become dis- 
couraged. What is the average time required for an American citizen 
to secure a job overseas? 

Mr. Younc. I was referring there to the international organiza- 
tions, not to the United States agencies. 

Mr. Evins. Tell us about the international organizations, how long 
it takes to get a job for an American citizen with those organizations. 

Mr. Youna. One of the major considerations involved is how long 
it takes to make a loyalty investigation of that particular individual, 
and that depends on the individual case. 

Mr. Young. I can give you an average figure which we can work 
out, but it would not mean very much. 

Mr. Witu1aMs. It averages about 60 days to go through the process. 

Mr. Youne. It varies greatly by individual case. 

Mr. Macy. The further advantage in this matter of extending the 
competitive service overseas is that it makes it possible for those in 
the career service in the United States to have a tour of duty over- 
seas without losing their status 

Mr. Evins. I am not opposed to that. I would favor such an in- 
centive program for the career service. ‘The point I would like to make 
is that the American citizen should be given a preference in employ- 
ment overseas, and that he not be discriminated against when it comes 
to providing employment. I would not say that the Commission is 
trying to discriminate against them, but we want to be against such 
action. 

Mr. Youne. The extension of the competitive service is set up along 
the lines you are thinking of. 

Mr. Evins. How many foreign nationals have been blanketed under 
civil service, or covered under civil service since the extension of the 
civil service has been made open to them ? 

Mr. Youna. No foreign nationals. 

Mr. Macy. The extension is solely to United States citizens. 

Mr. Botanp. Mr. Chairman, I just want to note, based on the state- 
ment of the chairman of the Commission, that I think the Commission 
has done an excellent job in bringing the temporaries and indefinites 
into a real civil-service merit system by creating a career system. I 
believe it has stabilized the employment of the Federal employees. It 
has assisted greatly in getting rid of the chaos and confusion that 
existed before this system was adopted. I think the system was 
adopted primarily because of the inability to make permanent ap- 
pointments in the Federal Government. The fear of uncertainty that 
was rampant among Federal employees, has been dispelled by the 
establishment of this system. I think it is working well. 


RETENTION RIGHTS OF NONVETERAN EMPLOYEES 


One of the things that has bothered me, and I am sure it must have 
bothered the Commission, particularly in the programing section of 
the Commission, is the question of protection of career employees. 
Has the Program and Standards Bureau given much thought to pro- 
tecting career employees ? 
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This, of course, concerns the problem with veterans. I am concerned 
about the long-time career employee who has given faithful service to 
the Government, and who has, through no fault of his own, been unable 
to serve in the Armed Forces, because he perhaps was born at the 
wrong time or he may have been physically disabled. They now, of 
course, face, in these reductions in force that have been taking place 
throughout the Government installations, particularly in the Depart- 
ment of Defense, a real problem in being let go after 15 or 20 years 
of service. 

Has the Commission given much thought to that at all? 

Mr. Youna. Yes. Of course we have given thought to it, because 
you have a difficult situation there. 

You realize that the Veterans’ Preference Act was passed at a time 
when it was designed to protect the minority. Today the picture has 
been reversed and it is protecting the majority against the minority 
cf the nonveterans in the Federal service. You have an almost en- 
tirely different picture than when it was put on the books. 

I am still not clear in my own mind as to what is the best answer to 
the problem. 

You are thinking, I think primarily in terms of the appeal rights 
of the nonveteran who does not have an appeal to the Civil Service 
Commission on the merits of the case. He only has an appeal on the 
procedures, whereas the veteran does have a full right of appeal on 
the merits, as well as the procedures of the Civil Service Commission. 

Mr. Macy. Perhaps more precisely what Mr. Boland has in mind is 
the issue of retention rights. 

Mr. Botanp. That is right—where a nonveteran who has had 15 or 
20 years of service is in danger of being bumped by a veteran who may 
have had only 3 years of service. They may be in the same classifica- 
tion or grade, and it is conceivable that a veteran with 3 years of service 
could bump someone who has been there for 20 or 25 years. 

Mr. Youna. That is right. 

We have been working on a very large reduction in force study, in 
the Bureau of Programs, looking for some answer to those problems. 

Mr. Botanp. I think there are some resolutions that have been filed 
on the Senate side, which would set a particular number of years 
wherein the career employee would have some protection. 

Mr. Youna. That is one of the Hoover Commission recommenda- 
tions, too. 

Mr. Boxtanp. I don’t think it goes quite as far as the Hoover Com- 
mission recommendation. And I do not agree with the Hoover Com- 
mission report respecting veterans. This one, I think, would strike 
a happy medium, maybe 15 years, wherein a veteran would not be able 
to bump a career employee. 

I think long-term, faithful, career employees are entitled to some 
rights. I do not criticize the veterans’ preference law. 

Mr. Youna. There is no question about that. 

Mr. Bo.anp. But I do criticize it with reference to bumping long- 
time career employees. It seems to me if the Civil Service Commis- 
sion sat down with the veterans’ organizations, there may be a solu- 
tion to it. I would like to see a solution to it. 

Mr. Young. I think you will find some support on the part of the 
veterans’ organizations, too. 
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Mr. Botanp. There is no doubt about it. There are few people who 
realize the extent to which the veterans’ preference law affects those 
who are nonveterans who have had no opportunity to serve, or who 
are physically disabled and could not serve. I do not have in mind 
the employee who could have gone into the service but exercised a 
deferment. He made his choice and as against a veteran, the veterans’ 
preference law rightfully protects the veteran. 

I think perhaps if it were highlighted a bit, if some light was shed 
on the problem, we could get somewhere. I think it is a very serious 
problem insofar as the Government is concerned, in keeping good 
employees, and it is a serious problem, of course, insofar as the em- 
ployee himself is concerned. 


GSA CAR POOLS 


Mr. Bortanp. How about the car pool? How does the GSA car 
pool work in relation to the Commission ? 

Mr. Young. I think Mr. Williams has the most up-to-date informa- 
tion on that. 

Mr. Witu1ams. Two ways, actually. 

One, an agency does not own cars of its own; the GSA will rent the 
agency a car on a full-time basis, or on a daily basis, or for any period 
of time, at stated charges. In addition to that, in the metropolitan 
area of Washington, it also runs a passenger service, so to speak. It 
has a regular route over which they run carryalls. You can get on, 
give them a ticket, and go on about your business. 

They will rent you a 10-ton truck if you have need for a 10-ton truck. 
They will also ride you from the Civil Service Commission to the 
GSA Building for 20 cents. 

The idea, I think, is to get these motor resources in one place, rather 
than having the agencies individually owning, operating, and main- 
taining cars. 

Mr. Boranp. It sounded like a wonderful idea, but apparently it 
is not panning out as well as the GSA indicated. Does it create a lot 
of inconvenience to this Commission ? 

Mr. Wittiams. We have not done it yet. We have maintained 4 
trucks of our own and 3 passenger cars. The issue has come up, be- 
cause we asked authority of the Bureau of the Budget to replace 2 
of our passenger cars. The Bureau’s policy now is to force agencies, 
or rather to insist on agencies going into the GSA motor pool. 

Mr. Botanp. So you really do not know whether it would work 
well or whether or not it would inconvenience you greatly. 

Mr. Macy. The Commission is only involved in Washington. We 
have no vehicles at all in any of our regional offices. 

As I understand it, GSA is giving particular attention to certa‘n 
regional centers at the present time, under the car-pool program. 

fr. Wriu1aMs. We anticipate no hardship. I don’t know whether 
it will cost the Government any less than it does for us to maintain 
the few vehicles we have, 


VETERANS’ PREFERENCE LAW 


Mr. Pues. I would like to concur in what Mr. Boland has been 
saying about the inequities in the present status of the veterans’ 
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preference law. I am a veteran myself and have worked with vet- 
erans’ organizations for 30 years. 

At the start, when these “protections” went into effect, the vet- 
erans were in the minority. Today, as Mr. Young says, they are 
very much in the majority, and the protection should be reversed, 
or at least investigated. 1 am glad to hear you are going into it. 


PRINTING AND REPRODUCTION 


My attention was caught by a minor item concerning your print- 
ing—an increase of $71,000 worth of printing under “Objects 06” 
and your statement, Mr. Commissioner, that the need was for the 
reprinting of various forms. 

How often do you have to reprint these forms and instruction 
sheets ? 

Mr. Youne. Well, I would like to answer generally, and then Mr. 
Williams can fill in. 

Of course, it should be a continuing process, as you constantly add 
new test materials, and have to reprint old material. 

Mr. Pures. Do you have a $50,000 bill annually, in an average ? 

Mr. Young. One of the reasons that looks high to you this year is 
due to the fact that we did not allow ourselves in our previous esti- 
mate enough money, in our anxiety and enthusiasm to cut the budget 
last year, with the result that we have been using old stock over and 
over again, which is not good for the system. 

Mr. Putures. My question led to another one. What would you 
estimate to be the annual cost of that ? 

Mr. Wiuu1ams. About $100,000. 


FEE FOR TAKING CIVIL-SERVICE EXAMINATION 


Mr. Putuures. Suppose that is so. Has anyone ever made an ex- 
ploration of how many people send for these lists, and take exami- 
nations, and particularly those who go to post offices and ask for 
these papers, who really have no intention of taking the examina- 
tion, but just do it out of curiosity, as compared to the number of 
people who finally get down to taking the list and staying on the 
list, so that when their name is called they say they will work? 
Has anybody ever made an examination of that? 

Mr. Witu1AMs. The cost we are speaking of here is not in direct rela- 
tion to your question, first of all, Mr. Phillips. 

This has nothing to do with the form 57 which is handed out, this 
has only to do with test questions which are used after you have filed, 
and when you go into the room to take your examination, the various 
forms and the sets of questions you have got to be given, and the paper 
on which to make your replies. 

Mr. Putiurres. All I had in mind was whether any explanation or 
exploration had been made, with the thought, perhaps, of charging 
a small fee for these papers that are given out, generously, to people 
who have a very casual interest in the job? Has anything like that 
ever been discussed ? 

Mr. Witu1aMs. I have heard it discussed and turned down on the 
basis that this was public employment and the public should not be 
charged for the privilege of taking examinations. 
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Mr. Pues. It is public employment, but it is also public tax 
money that is being used. 

Mr. Wiiuiams. Yes. 

Mr. Putts. The answer is “No”? 

Mr. Witu1aMs. That is right, so far. 

Mr. Osrertac. I would like to say on the point that Mr. Phillips 
raised and if I recall correctly the State of New York follows a system 
and practice of charging, I think, a fee of $2 to each applicant for the 
purpose of competing in an examination. I have never heard any real 
serious objection to such a procedure. I am not debating the point, 
but I believe it important to note that the State of New York follows 
that system or practice. 

Mr. WituiaMs. And apparently it is working successfully ? 

Mr. Ostertac. I assume that the absence of objections means ac- 
ceptance. 

Mr. Chairman, I only have 1 or 2 points to bring out. 


TOTAL CIVIL SERVICE EMPLOYMENT 


Chairman Young, I believe you pointed out in the first instance, 
that total civilian employment now in the Government embraces the 
figure of 2.397 million; is that about correct ? 

Mr. Youna. Yes, sir. That was the June 30 figure of Federal em- 
ployment. Of course, that includes legislative and judicial, as well 
as the executive branch. 

Mr. Ostertac. That is the point I am trying to get at, in order that 
we may clear the record. 

I would like to know whether that includes civilian personnel of 
the military ? 

Mr. Youne. Oh, yes. 

Mr. Witu1aMs. Civilians, but not the military. 

Mr. Ostertac. I mean civilian personnel in the military. 

Mr. Macy. That will be close to 50 percent of this figure. 

Mr. Ostertac. Does that include only these people who are in a 
competitive class and career civil-service employees, or does it include 
all civilian employees in the military, but not native sons, or so-called 
indigenous personnel ? 

Mr. WittraMs. You are right. It includes such places as TVA, for 
example, which is not under the civil-service system. 

Mr. Younc. The system figure includes all Federal employees re- 
gardless of agency or department, and it would include employees 
abroad as well as here—it is a grand total. 

Mr. Macy. 85 percent of this figure would be those covered by the 
civil-service system. 


SECURITY PROGRAM INVESTIGATIONS 


Mr. Osrertac. Speaking of the military civilian personnel, when a 
person is appointed or an examination is held for a civilian position 
in the military, does the Civil Service Commission investigate that 
person from the standpoint of security qualifications or is that strictly 
a military responsibility? How do you coordinate between the two? 
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Mr. Youne. Well, it works this way on the security program: 

When an employee applies for, let us say, an opening, in a so-called 
sensitive position, usually a pretty complete investigation is made 

rior to the time the person goes on the payroll. As to who make the 
investigation, it may be the military or it may be the Civil Service 
Commission. 

In the case of the Army, the Army has contracted out to the Civil 
Service Commission all of its investigation work for civilian employees 
of the Army rather than using its own investigative resources. 

In the case of the Air Force and the Navy, they still do their own 
investigation. 

If it is a nonsensitive position the person is usually put on the pay- 
roll subject to an investigative check, and a national agency check 
is made with the Civil Service Commission to determine whether or 
not there is any derogatory information anywhere that we can put 
our hands on with respect to the individual. If nothing is turned 
up the agency is so notified and he stays right on the payroll. 

About 90 percent of the 320,000 national agency checks that we 
make are cleared in the first instance, so that there is not any par- 
ticular problem. If something is turned up then we make a limited 
investigation to try to run down that derogatory piece of information. 
And if that gets into the subversive area then the whole business is 
turned over to the FBI and they pursue the investigation from then on. 

It is the agency which makes the security determination, and not the 
Civil Service Commission. We are just doing a service for the agency. 

Mr. Ostrertac. Does not the military establish the qualifications in 
the first instance, for employment ? 

Mr. Youna. They have to make their own security determination. 
We have nothing to do with that. 

Mr. Osrertac. That is what I mean. 

Mr. Young. If it is a nonsensitive position we will pass on the suit- 
ability of the applicant. In the case of a sensitive position, where they 
make a security determination which includes a suitability determina- 
tion, we do not do anything about it, because it is duplication. 

Mr. OsterraG. You mentioned a few moments ago that the Army, 
and perhaps other branches of our military, are contracting with the 
Civil Service for certain services or investigations. Is it a common 
practice to contract with other agencies of the Government for this 
service? Do they compensate you for it? 

Mr. Youna. Yes. Provision is made under Executive Order 10,450, 
which is the basis for the security program, pursuant to Public Law 
733, whereby agreements can be made with the Civil Service Commis- 
sion on a reimbursable basis to carry on investigations work where an 
agency does not have its own investigative facilities, or where, for 
some reason, it wishes to use the Civil Service Commission, so that the 
Commission now is doing about 55 percent of all of the investigative 
work in the Government, with the FBI doing a little under 20 percent 
and the military and a few other agencies doing the balance. 

Mr. Ostrertrac. Mr. Chairman, in your statement you pointed out 
that the Federal service is going to be extended to some 20,000 civil 
employees in the Defense Department overseas. How do you process 
that operation? Do you have people overseas that operate, or is all 
that done through the central office a in Washington ? 
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Mr. Youne. With respect to the investigatiori side of it? 

_ Mr. Osrertac. Well, whatever is necessary to determine civil-serv- 
ice status and qualifications. 

Mr. Youna. The arrangement there is that we will follow the same 
system which is now used for overseas employees, which is to use the 
facilities of the State Department as much as is necessary. 

Mr. Osterrac. I, too, want to commend the Commission on the job 
you have done in converting some 500,000-odd employees from non- 
career to a career status, in our civil-service structure. 


POSTAL CLASSIFICATION APPEALS 


Now, you have a problem which, I am sure, is of concern to thou- 
sands, and I refer to the classification problem, or appeal, that goes 
with the new Post Office Department law covering postal employees. 
This seems to have very little bearing on the budget, but I would like 
to inquire as to the time element that is involved in that operation and 
whether that law requires changing, in order to be implemented by the 
Civil Service Commission. 

Mr. Youne. I don’t think the problem is with the law. Certainly 
it is a job which the Civil Service Commission was not anxious to 
get. We have it under the law and it is largely a question of just 
seeing that the mechanics are well-organized so those appeals can be 
handled quickly and expeditiously. We have set up a section to deal 
with that problem and we can tell you at lot more about it in 90 days 
or 6 months from now as to what actually happens. We hope to 
handle them very quickly, because, in this particular area we have 
a new program of that sort and I think it is vital that it be expedited 
just as much as it can be. 

Mr. Ostertac. Will you require more funds in the supplemental 
budget for this task? 

Mr. Macy. We have not requested any, Mr. Ostertag. We do not 
have enough experience as yet to know just what the financial burden 
is likely to be in handling the cases. Up to the end of last week we 
had received 344 appeals. And in many cases it was necessary to 
return the appeals for more information. 

So, we really have not built up a sufficient background of experience 
on which to formulate an estimate. And, as we explained earlier, 
the $50,000 in the 1957 presentation is just the best guess we can offer 
at this time. 

Mr. Osvrertac. In other words, there is no particular problem, 
except that you will necessarily have to await experience and further 
development in order to determine your needs? 

Mr. Youna. We have no way of telling now. 

Mr. Macy. If the volume is high, it will occur between now and 
the end of the fiscal year, and it may be necessary to ask for additional 
funds. 

Mr. Ostertac. How about the $327,000, of which $73,900 is an in- 
crease in salaries, under the “Salaries and expenses” appropriation of 
your request? Is that primarily due to the increase in compensation 
rate? 

Mr. Younea. No, that would have no effect on the $327,000—it is not 
all salaries. It includes these other items mentioned in our dis- 
cussions. 
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Mr. Osrertac. That is in expenses rather than salaries. 
Mr. Tuomas. It is $73,000, I think, additional, over last yea 

Mr. Wiiu1aMs. There are ‘some pages that will highlight that for 
you. 

~ Mr. Troms. $1,073,000 was the cost of salaries, the cost of salary 
increase. 

Mr. Ostrertac. The additional is $73,900. 

Mr. Youne. That is right. 

Mr. Osrertac. Does that reflect the increase in salary rates? 

Mr. Youne. No; that is the additional required over this year’s 
requirements. 

Mr. Osrerrac. That is additional. Where is the additional increase 
in salary compensation, that is, the wage increase that was granted 
bv the Congress? Where is that reflected ? 

Mr. Tuomas. In the footnote down there, $1,073,000. 


INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANTZATIONS 


Mr. Osrertac. Thank you. I have just one more question, and that 
has to do with the investigations of United States citizens for employ- 
ment by international org: ranizations by the United States Civil Service 
Commission. 

May I inquire whether or not this activity includes the United 
Nations? 

Mr. Young. It includes about 54 or 55 international organizations, 
which includes the United Nations, and the various component organ- 
izations. 

Mr. Osrerrac. Can you deal with them all on the same basis ? 

Mr. Youne. We do not deal with the agencies at all at the Com- 
mission. We get requests from the State Department to do a service 
job of investig: ition, and give an advisory opinion as to loyalty for 
the Secretary of State. We have no control over the wor kload. We 

take these cases as they come in, and they go through the machinery 

and we advise the Secretary of State as to our findings, as to the 
loyalty of the individual. He passes it on to the head of the inter- 
national organization involved. 

Mr. Osrerrac. In other words, insofar as the Commission is con- 
cerned, your responsibility ends when the inv estigation is made and 
report rendered to the agency or department involved ? 
Mr. Young. The Board passes on the loyalty factors. 


MAXIMUM AGE LANGUAGE PROVISION 


Mr. Tuomas. I have just one further question. 
This concerns section 108 under the general provisions. 

Our colleague Mr. Yates is ill w ‘ith pneumonia in Chicago, and 
I recall that the language here was as a result of several conversations 
between Chairman Y oung and myself and Mr. Yates. 

Section 108 of last year’s bill carries this language: 

No part of any appropriation contained in this title shall be used to pay the 
compensation of any officers and employees who allocate positions in the classi- 
fied civil service with a requirement of maximum age for such positions: 
Provided, That (1) ability, and (2) qualifications for employment to such posi- 
tions shall be the governing considerations. 
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I have thought a whole lot about this question of old age, or geri- 
atrics, or whatever you want to call it, and, speaking for “Mr. Yates, 
as well as myself. 

Last night we read in the paper where our very able Dr. Scheele, 
the Surgeon General, was making a speech, and he repeated that 
well-known statistical fact that since 1900 our people have picked 
up 22 years in longevity, and the women folks may be 2 or 3 years 
beyond that. We will insert pertinent portions of the article in 
the record at this point. 


[The Evening Star, Washington, D. C., January 16, 1956] 
LonGeER Lives ARE PRosLEM Now, SCHEELE ASSERTS 


The life span of American men and women has been increased so dramatically 
in recent years that it has brought doctors a host of new problems, Dr. Leonard 
A. Scheele, Surgeon General of the United States said last night. 

Since the start of this century, Dr. Scheele said, the average life expectancy 
in the United States has jumped from 47 to 69 years, “and 5 of those years were 
added since 1943.” At the same time, he said, the death rate from certain dis- 
eases has dropped “spectacularly.” Tuberculosis deaths have been cut 95 per- 
cent since 1900. 

I picked up a letter sent out by one of the veterans’ organizations— 
I think it was the American Legion—written to their members, sent to 
thousands of them in every village and community in the "United 
States. It talked about pensions for veterans, and they remarked, 
among other things in this letter, that the veterans needed the money 
because they could not get a job in industry after 50 or 55, and then 
in great big bold parentheses, it said, “You can’t even work after 
65 or 70 for 3 your own Government, and yet we well know that you are 
living to be 70 and 75. What can we do about it?” 

The purpose of my question now is: What has been done to imple- 
ment and put into effect this language, if anything? 

Mr. Youne. It has been a very interesting operation, Mr. Chairman. 

In the first place, the legal authorities advised us that this particu- 
lar provision only applied to those agencies covered by the independent 
offices appropriation, rather than governmentwide. 

However, we took the spirit of that section and applied it to the 
Government as a whole, and took off our maximum age limits on 
appointments. 

Mr. Tuomas. That is No.1. You have taken that limitation off. 

Mr. Youne. Yes. 

Mr. Tuomas. There is no maximum age limit? 

Mr. Youne. We broadened out this provision to be governmentwide. 

Mr. Tuomas. What is the age limit now, or what has been the age 
limit up to the present ? 

Mr. Macy. There have been a variety. 

Mr. Tuomas. Was it mandatory that a person had to retire at 70, 
or did the President have authority to let them go beyond that? 

Mr. Youne. You can hire them on a temporary basis beyond 70. 
This provision eliminated that, unfortunately. 

Mr. Tuomas. Is it mandatory at 70 or is it still discretionary ¢ 

Mr. Wiu1aMs. If he had less than 15 years of service he could 
work beyond 70. 

Mr. Tuomas. When does the 65-year limitation come in? 

Mr. Wiu1aMs. With respect to examinations there are varying 
age requirements, 
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eri- , Mr. Tuomas. People can retire at 65 ? 
ites, Mr. Macy. It is optional. 
Mr. Tuomas. But it is mandatory at 70. 
ele, ‘ Mr. Wuu1aMs. With a minimum of 15 years’ service. 
hat Mr. Tuomas. Has that provision been repealed in Government? 
ked Mr. Macy. That is a part of the Retirement Act. 
ars : Mr. Younae. What this provision did was to make it impossible to do 
. in ¥ what we did before, which was to hire persons over 70 on a temporary 
4 basis. 
Mr. Tuomas. Is it written into the act itself, the act of 1920? In 
which act is it that it is mandatory that they retire at 70 years of age? 
This is purely a limitation, and it can be changed. 
vally Mr. Youne. We have a suggestion as to a possible revision of that. 
hard Mr. THomas. We would like to have it. 
Mr. Young. It is right here [indicating]. 
ancy Mr. Tuomas. And we would like to make it apply throughout the 
2H Government service, and certainly repeal that prohibition of 70 years, 
per- Your suggestion says: 
No part of any appropriation— 
—— that is pretty good language up to there-— 
soa No part of any appropriation contained in this title shall be used to pay the 
compensation of any officers or employees who establish a requirement of maxi- 
ked, mum age for entrance into positions in the competitive civil service— 
hee, what do you mean “for entrance”? They have already been entered— 
fter Provided, That, no person who has reached his 70th birthday shall be appointed 
are in the competitive civil service on other than a temporary basis. 
and I would say provided further that this is his first entrance into 
ple- Government service, or something like that. Suppose he has been in 
the Government employment for 25 or 30 years? You would not want 
nan. that to stand, would you, that last proviso: 
icu- Provided, That no person who has reached his 70th birthday shall be appointed 
lent in the competitive Civil Service on other than a temporary basis. 
Do you mean exactly what you say there? 
the Mr. Macy. Yes, sir. The purpose of that is to avoid the limitation 
3 on in the Retirement Act for a mandatory—— 
Mr. Tuomas. This will not cover a man who is 70 and who is already 
ff. employed in the Government service ? 
Mr. Moore. No, because the Retirement Act takes care of him. 
, Mr. Bonanp. It compels him to retire from the agency. 
‘ide. Mr. Moore. With 15 years’ service. 
age Mr. Tomas. That is exactly what we don’t want. I think you are 
j all right, if you say here is a man just starting out fresh who wants 
to work for the Government at 70. Your hands ought not to be tied. 
, 70, He is going to work but he is going to work on a temporary basis, 
¢ i and getting the rights and liabilities that accrue with that. 
| 70. i But, here is a man 70 years of age, and suppose he has been working 
A for 5 or 6 years? 
! Mr. Moore. He can go on. You would have to amend the Retire- 
ould ; ment Act to change that, Mr. Chairman. 
r Mr. Tuomas. What else are you going to have to amend now? 
; ; Mr. Moorr. To make 70 years mandatory, they have te serve 15 years 
ying ; under the act now. 
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Mr. Tuomas. We don’t want to make it mandatory. We want him 
to stay on if he is physically fit and mentally qualified. 

Mr. Moore. This language, I think, combined with the provisions 
in the Retirement Act will accomplished what you want. 

Mr. Tuomas. What does the language in the Retirement Act say, 
which you have reference to? 

Mr. Moore. It says that a person under the Retirement Act shall 
be retired mandatory at age 70 with 15 years’ service. 

Mr. Tuomas. That ought to be repealed. That mandatory provi- 
sion ought to be repealed. 

Your language here does not do it. 

Mr. Moore. No; because our language here has reference to ap- 
pointments. 

Mr. Tuomas. We will go with you on your language here with ref- 
erence to new appointments, But doctor it up with reference to the 
man who has been in service and is in service at the time he reaches his 
70th birthday, and fix it up so that it is not mandatory that you have to 
fire him. Give yourself some discretion, if he is still physically able 
and alert. 

Mr. Moore. It is not mandatory until the individual has had 15 
years’ service, 

Mr. Tuomas. Suppose he has had 30 years’ service and is 70 and is 
still alert and physically able. Chances are you would like to have 
him. Under the present law you would have to kick him out. 

Will you redoctor that language? The last paragraph is all right 
on people just coming in. 

Mr. Youna. Isn’t something of that sort something which ought to 
be included in our amendments that we are going to propose to the 
Retirement Act? 

Mr. Tuomas. Yes. Work it out here, and we will give you a little 
quicker action. 

Mr. Osrertac. In other words, what has been said is that the Re- 
tirement Act itself discriminates against the person who has had more 
than 15 years’ service. 

Mr. Tuomas. That is right. 

Mr. Bonanp, For a person who has been working in the Federal 
civil service for a period of 15 years and reaches age 70, his annuity is 
relatively small. Many of these people at retirement age are in good 
physical and mental condition and could continue to be employed. IL 
believe they should continue in employment and ought to be encour- 
aged to do so. 

Mr. Tuomas. That is the reason I say don’t make it mandatory, 
but give the Commission some elasticity, some flexibility. 

If the man is physically fit and mentally able and they want to keep 
him, leave it discretionary with them. Don’t make it mandatory. 

When a man is in good health who has been working for 18 or 20 
years, and is perhaps g ‘good for 10 more years, he has got to be kicked 
out under the conditions of a law that was written 20 or 35 years ago, 
or to be exact, 36 years ago. 

Mr. Botanp. This is a new concept. 

Mr. Evins. “Ability and qualifications for employment shall be 
the governing consideration” is what it says. 

Mr. Tuomas. That only applies to this money in here. 
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Mr. Ostertac. What you are after, Mr. Chairman, and what the 
committee had in mind, I think, was to give them extensions of serv- 
ice to people who are qualified and are able to carry on on a temporary 
basis. 

Mr. Tuomas. Yes. 

Mr. Macy. That is what this provision does. 

Mr. Osrertac. This has to do with appointments, rather than ex- 
tension of service. 

Mr. Macy. Yes, but you can reappoint on a temporary basis after 
70. 

Mr. Osrertac. If you say “reappoint” that is another thing. You 
don’t say “reappoint.” 

Mr. Moors. [ think the proposed amendment we have suggested 
would accomplish your purpose, Mr. Chairman. 

Mr. Tuomas. You have that roadblock looking you right in the 
face, that prohibition on 70. It is not clear there, and that will be 
revised. I think you ought to change that and make it clear. 

Gentlemen, thank you very much. It has been awfully nice to have 
you. Weare proud of all of you. 

Mr. Youne. Thank you, Mr. Chairman. 


WEDNESDAY, JANUARY 18, 1956. 
9 9 


NATIONAL SECURITY TRAINING COMMISSION 
WITNESSES 


BRIG. GEN. DAVID SARNOFF, CHAIRMAN 
EDGAR G. SHELTON, JR., DIRECTOR 
MARGARET B. BUCHHOLZ, EXECUTIVE OFFICER 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: | 
1, Administration and development of policies and | 
Eo TUR Gc onan onuageew ata nie in 53, 8: $28, 000 | $31, 000 
IE ini ce in dckatnctiiae bent eddadsosonncns 12, 000 | 44, 000 
oe Day nee ce OR, OE ne ; 40, 000 
Financing: Unobligated balance no longer available 
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Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Total number of permanent positions 

Full-time equivalent of al] other positions 

Average number of all employees_.-.........-...-------------- 
Number of employees at end of year 








Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 








Personal services: 
Permanent positions.-............-.-.-- idcdubhbbdhcbece 
Positions other than permanent 
Regular pay above 52-week base 


Total personal services 

Travel Sines 

Transportation of things 

Communication services__- 

Printing and reproduction 

Other contractual services - - -- 

Supplies and materials 

Equipment eatin " 

ec ee ee ee Ledeeitand 











ND ooo ccc cavnddnceesndsapecuncwsencpeasdban 


Budget | authorizations, eanpentitiures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation ae octane a a ee al $55, 000 $40, 000 ss 000 
Obligated balance brought forws ard 1, 581 | 4, 036 


Total budget authorizations available.......--...------ 56, 581 44 036 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 49, 802 | 38, 500 


CURSE OP TEE AUTRE ooh ce nccewcnaeccnccasescsnc~ | 1, 337 4, 036 


Total expenditures. -- ade Swatee | 51, 139 42, 536 
Balances no longer available: | 
Unobligated (expiring for obligatioms) --.._.....------ 1, 172 | 
Other__- ‘ a 234 
Obligated balance carried forward 4 036 1, 500 





Total expenditures and balances.--- rare 56, 581 44, 036 











Mr. Tuomas. The committee has before it this morning the Na- 
tional Security Training Commission. I understand that they wish 
ot present to us the justification for the President’s budget for fiscal 

ear 1957 for $75,000 for the National Security Training Commission. 

Ww e are delighted to have with us General Sarnoff, Chairman; Mr. 
Shelton, the Dir ector; and Mrs. Margaret B. Buchholz, the executive 
officer. She was with us last year, too. 

General, if you have a statement for us, we will be delighted to 
hear from you, or Mr. Shelton or Mrs. Buchholz. 


GENERAL STATEMENT 


General Sarnorr. Mr. Chairman, I share your view. I think Mrs. 
Buchholz can speak with greater knowledge than perhaps I can 
because this is new to me. I must s say this is the first time in my 
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experience to appear before the Government to ask money for the 
Government. 
Mr. Tuomas. We are delighted as well as honored to have you with 
us. ! 
General Sarnorr. However, I thought I would conserve your time. 
After I read the statement that was prepared here, I did not prepare 
an additional statement because this one really tells the story and 
anything that I would say would be repetitious. So if there are any 
questions, Mr. Shelton and Mrs. Buchholz are here to answer them. 
Mr. Tuomas. What will be the activities of the Commission ? 
General Sarnorr. The activities? 
Mr. Tuomas. This year, General. 


Funcrion OF THE CoMMISSION 


General Sarnorr. The activities of the Commission this year are 
primarily to help get this training program off the ground. I spent 
3 days last week with the Defense Department and others. As a 
matter of fact, I have assigned some men from my own company who 
are not on the Government payroll to help on this. This thing has 
hardly gotten off the ground. There isa great deal of misunderstand- 
ing and lack of understanding on the part of the parents and the boys 
as to what this program is all about. 

Mr. Tuomas. What are we going to do with the Selective Service 
System? We thought maybe we were going to get rid of that agency 
when we passed this new act, but apparently not. 

General Sarnorr. As of today, we have about 7,000 trainees en- 
listed. Of course, this only started in October of last year. The 
bogey is about 100,000 for this year and I feel that with an educa- 
tional rere, to make matters clear, if not all of that bogey is 
reached, a substantial percentage of it should be. The responsi- 
bility of the Commission, as I understand it, is set up by the law. 
We must look after the welfare of these trainees. We must have 
an inspection service. We must visit the camps. Mr. Shelton has 
just returned from Fort Knox where a problem presented itself. Our 
staff is very small and I am glad to say even on my short acquaintance, 
a very efficient one. In order to carry out the minimum require- 
ments of this law, it seems to me, after review, that the amount of 
$75,000 is a very modest budget. I ought to add that while in civilian 
life we are generally prone to criticize the Government for spending 
money, I can say to you that the amount of work which is involved 
in this situation and which is contemplated for the year immediately 
ahead is an amount of work which I would not be willing to undertake 
for $75,000 for a commercial company because we could not get people 
to do it for that amount. 

Mr. Tuomas. General, you are a very practical and experienced as 
well as successful businessmen. With the amount of money set 
aside for this Commission, the limitations surrounding it by law, do 
you think that the Commission can make anything like a contribution 
commensurate with the talent of the gentlemen serving on it by going 
to the various camps and looking around? You are not going to be 
able to tell the military what to do or how to do it, if they are not doing 
it already, like you think it ought to be done, At least, nobody in the 
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last couple of hundred years has been able to tell them what todo, If 
it fits in with their pattern, they are going to do it; if it doesn’t, every- 
body else is wrong. It appears to me that if the Commission is oing 
to undertake an educational program, to talk to the public, and ord 
knows that is something else, but the needed job to be done is to sell 
the program to the public. But I am not sure that $75,000 would be a 
drop in the bucket if you attempted to do it. 

With a few of those thoughts in mind, what do you really think 
about it? You have some outstanding talent on this Commission, out- 
standing men like yourself, and you can and are able and willing to do 
a job if you had the tools with which to do it. But cer tainly you 
don’t have the tools to do it, moneywise or with authority under the 
act. 

Now, the act itself is weaker than diluted east Texas or Tennessee 
branch water ; isn’t it ? 

General Sarnorr. Yes, sir, you are quite right. 

Mr. Tuomas. That is being very frank to you. 

General Sarnorr. I am glad to have your frank observations be- 

cause it helps me, too, in starting off on this job. I will be equally 
frank, if I may, in answering your observations, and say this: that 
the problem is divided into two parts, as Isee it. 

There is the substantive portion as to what can you actually do, 
what can we accomplish. And the second is the psychological aspect 
of the thing. 

Now, this Commission is a civilian commission, insisted upon by 
both Houses of Congress and it gives a measure of confidence, or 
should, to the parents whose boys are going into this training program. 


TRAINEE ACCESS TO THE COMMISSION 


The law provides, among other things, that the trainees have direct 
access to the Commission. If they wish to complain, or if their wel- 
fare is not properly looked after, they have a civilian group in exist- 
ence who can listen to their problems. 

Mr. Tuomas. Without having “PI” put on their service record. 

General Sarnorr. That is it. 

Mr. Tuomas. Also the National Selective Service Act gives them 
that authority to come to the Members of Congress and yet, if they 
write the Members of Congress and it gets out among the military, 
that “PI” will still find its way onto the card someplace. 

General Sarnorr. That depends on the degree of initiative of the 
Comnaieeion. We ought to be aware of these limitations. But that 
isn’t all, as I see it. The bill is a watered-down bill, as you properly 
say; but it is the law and I conceive it to be the responsibility of the 
Commission to do all that it can get this program underway. We 
must have a fair interval of time, such as 6 months or a year. Then, 
if as a result of experience, the law is found inoperative or inadequate, 
it will be the duty of this Commission to come to Congress and to the 
President and make recommendations for the sort of amendments or 
changes that are required. 

Now, you cannot accomplish that without having some independent 
body, such as the Commission. 

As regards the other point, about what can be accomplished—— 
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Mr. Tuomas. You will recall this act has been in operation now 
about 4 or 5 or 6 years. 

General Sarnorr. Not the one that I am operating under. It has 
been since August 9, 1955. I pick up from there without going back 
to the prior history, legislative history, which I have read. If I may 
say so, I did not find myself very much more informed after I read it 
than I did before. However, I started with August 9, 1955. Here 
is the bill; the President has asked me to head this Commission and 
I need not tell you that I have 1 or 2 other things to do as well. 

Mr. Tuomas. You could not say “No” as a good citizen. 

General Sarnorr. I was in the Defense Department 2 years ago. I 
gave 6 months of my time in the Pentagon to helping reorganize the 
Defense Department and I am not unfamiliar with what is called snow 
occasionally where you get a lot of papers and a lot of information 
and a lot of interpretation. I expect the full cooperation of the 
Defense Department. I have had meetings already with Secretary 
Wilson, Carter Burgess, the rest who are directly associated with the 
program, and I must say that I have received the maximum coopera- 
tion that you can expect conversationally. 

Now, as to the rest, we will see how we get along. 

Mr. Tuomas. We thank you for your very fine statement, General. 
Those are the type of statements that we like. 


COOPERATION OF VETERANS’ ORGANIZATIONS 


Mr. Evins. I am sure that our chairman is correct in his observa- 
tion, as he said, that if anyone can get the program off the ground 
and educate the public, the General is in a position to do so. My only 
thought was what cooperation can you expect from our great veterans’ 
organizations? I know the American Legion and other veteran 
organizations have national security training programs. 

General Sarnorr. So far, we have received the maximum offer of 
cooperation. I have been in correspondence with all of them. We 
have had a meeting with the National Security Committee. The vet- 
erans have offered to help. The American Legion has. We have a 
former national commander, Mr. Atherton, as one of our Commis- 
sioners. This is a very extraordinary commission, outside of the 
chairman, who is a novice at it. The rest of them are very well in- 
formed about the subject. 

I would like to make one answer to the chairman’s observation: 
What can be accomplished for $75,000 in the way of education? The 
answer is, practically nothing. I do not look upon the Commission 
as an operating institution. It is more or less a supervisory agency, a 
monitor, so to speak, to see that the operating organizations do their 
job. 
Now, in the 3 days that I spent in the Pentagon, I had enough 
briefing and enough charts and enough figures to last me for a year 
or so. 

Mr. Osterrac. We know what you mean. 


COOPERATION OF DEPARTMENT OF DEFENSE 


General Sarnorr. What I did see was that they have already spent 
$400,000 in their promotion and it looked to me as though we needed 





150 


what we call in television, a commercial. So I have assigned three 
men to go over all of this material, to get the message clear, so that the 
people can understand it, to work up a distribution system through 
radio and television where we can do it as a patriotic service affair. 
Then I want to have surveys made in the field of what the boys and 
what their parents are thinking about. 

When we get all of that crystallized, we will know what this is all 
about but otherwise you could not do anything with $75,000. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


ADDITIONAL RESPONSIBILITIES CREATED BY THE ACT OF AUGUST 9, 1955 


Mr. Purures. I am not entirely clear, General Sarnoff, about the 
changes that you say took place on August 9, of last year—this was 
set up in 1951; am I right? 

Mr. Suettron. Yes, sir. 

Mr. Putts. It was set up in connection with the refusal of the 
House to pass a somewhat confused UMT bill if you remember. 

(Discussion off the record.) 

Mr. Puturrs. Now, you actually did not get any changes in re- 
sponsibility or duty last August. You got a new program to work 
with; am I right? 

General Sarnorr. As I understand it, the 6 months’ training pro- 
gram is now operating as it originated only as of the last bill, which 
is August 1955 

Mr. Purtures. Actually did the Commission get additional respon- 
sibilities or duties in that act? 

Mr. Sueuton. If you recall the original UMT Act, the Commis- 
sion was incorporated in that as a study group. 

Mr. Puituires. Study group, that’s correct. 

Mr. Suprton. In the August 9, 1955, act, the Commission was 
written in as an amendment in the Reserve Forces Act. 

Mr. Putiires. What new duties did you get last August ? 

Mr. Suetton. The only basically new responsibilities we were given 
were that we not only report to Congress once a year on the welfare 
of the trainees but also to advise the President and the Secretary of 
Defense on the same matters. The only two additional things that 
were added, were the advice to the President and to the Secretary of 
Defense. 

General Sarnorr. And carry out inspections on the 6-month Re- 
serve program. 

Mr. Suetron. There was no inspection duty prior to August 1955. 
Now, we are planning to actually go to the camps and inspect. That 
is an additional duty. 

STAFF EXPANSION 


_ Mr. Puiturrs. I think what this committee would naturally be 
interested in is how far do you go with $75,000? But when I read 
on page 2 it says, and I quote: 

In accordance with the duties imposed upon it. 


What do you visualize as the probable staff, the probable amount of 
money that you are growing up to? You know we have had a lot of 
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these little agencies, General, start with a very small seed and the next 
thing you know we have a rather large tree. 

General Sarnorr. Here is where the lady can speak with somewhat 
greater competency. 

Mrs. BucuHoiz. We have contemplated an addition of three people 
over and above-—— 

Mr. Puts. Inspectors ? 

Mrs. Bucuuoxz. Two inspectors and one secretary. At the moment, 
we only have one secretary. 


MEETINGS OF THE COMMISSION 


Mr. Putiuirs. How often does your Commission expect to meet ¢ 

General Sarnorr. That is upon the call of the Chairman. We have 
not stated any period but I would say we ought to meet every 2 months 
or so; but the work of the Commission goes on regularly. 

Mr. Puuures. You live in New York, General, and one of the Com- 
missioners lives in northern California and Mr. Hayes I do not know— 
and Gen. Walter Bedell Smith was over at Governor’s Island and 
Admiral Kincaid lives out in Georgetown. How do you expect to get 
those people together ? 

Gene * Sarnorr. I had a meeting when I took office and I have 
scheduled a meeting for next week. These men are available. Mr. 
Atherton flew especially from California here. But I don’t think 
that the meetings of the Commission are as important from a monetary 
standpoint as the day-to-day operations of the staff. 

Now, if this thing is to exist at all, then there must be a minimum 
staff. On the question of whether the Commission should exist or 
whether it has any important function, I confess that at this stage, 
I cannot imagine any greater future functions and cannot make any 
statement about it. I am assuming that Congress determined that 
when it passed the law last year. 

Mr. Pututrs. Do you get paid for these meetings? I don’t find any 
per diem notation. 

General Sarnorr. I waived my rights to pay, $50 a day, and I may 
say that every member of the Commission has waived his pay in order 
to make it possible to operate at all on the $40,000 budget of last year. 
So no one is being paid except the regular staff. 

Mr. Puuuies. Is there anything in next year’s budget for per diem 
expenses for the Commission ¢ 

General Sarnorr. I do not expect to take any. 

Mr. Suetton. Some of them will take pay. 

Mr. Pututres. $50 per diem ? 


STAFF EXPANSION 


Mr. Sueiton. Could I comment onthis? I think the basic question 
that you raised, Mr. Congressman, was whether this Commission is 
going to grow into a great oak tree from a little acorn. As long as 
re have men appointed to the Commission who are primarily, as they 
1ave been in the past, outstanding businessmen, the Commission will 
keep operating on a low basis. The only reason for expansion of staff 
to any great extent, is the addition of training installations. The 
addition of numbers of trainees doesn’t make too much difference; 
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whether there are 10,000 or 100,000 or 250,000 men in the program a 
year. The main burden is getting to the installations where they are 
being trained. 

Mr. Puiiurrs. How many installations? 

Mr. Suerron. Right now, 18. That is all I think there will be. 

Mr. Pures. You expect them to be covered by two inspectors ? 

Mr. Suetron. At the moment, I think that they can cover it. We 
may need two more in the future. It depends largely upon the caliber 
of the inspector we are able to get. 

There is one other item : The Commission being of the type it is, and 
the type of membrship it has, gets a lot of assistance voluntarily from 
people all over the country who are interested in the program, such 
as the American Social Hygiene Association and groups of that nature, 
which keep us supplied with a lot of information which we would have 
to pay a large staff to accumulate otherwise. 

Mr. Puiures. What was the name? 

Mr. Suetron. American Social Hygiene Association. 

Mr. Vursetut. General, I like what you said about getting in a “com- 
mercial” to try to get this program off the ground, and I think you have 
the right approach, and we are all feeling you are right about that in 
a way, but I think if anyone can get the people conscious of what we 
are trying to do here, you know how to get it done. I am confident that 
when you really square away and get on your own, that you will popu- 
larize this program if it justly should be and can be. I am glad to see 
the position you take and glad to have the opportunity to sit in the 
committee where we have businessmen of your caliber who want to 
help the Government. 

General Sarnorr. Thank you very much, sir, for your encouraging 
observations. All I can promise you is to do my best. I don’t think 
anybody can tell in advance how this is going to work out, but so far, I 
must say that all those I have had contacts with, both in and out of 
Government, have been cooperative and helpful. This is a hard thing 
to sell. There are a great many unanswered questions, but until a real 
conscientious effort is made to do the job within the limitations that 
the present law sets down, no one can expect to have much success in 
coming to Congress and saying, change the law; it doesn’t work. After 
we have tried it, I will be the first to come to Conrgess and point out 
what I have learned. 


VIEWS ON UNIVERSAL MILITARY TRAINING 


Mr. Osrerrac. General, is it correct to say that your Commission has 
abandoned all responsibility or connection with any program to insti- 
tute universal military training? 

General Sarnorr. As of today, we are not engaged in anything other 
than carrying out the provisions of the law. The subject, of course, 
will be discussed from time to time. Experience itself will point the 
way as to whether or not this voluntary effort can succeed or whether 
universal military training is required. 

I may say to you that so far as my personal view is concerned, I have 
always believed in and still believe in universal military training. I 
would prefer it. 

Mr. Ostertac. But the Commission itself, in the light of the crea- 
tion of the so-called national reserve plan, your Commission is now 
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concentrating on that program and that there is no direct movement 
to bring about consideration of any proposal which would in effect be 
regarded as universal military training. 

General Sarnorr. You are quite right, sir. The only basis on 
which this Commission, in my opinion, could justify coming before 
the Congress with UMT is after it has had experience and if it is con- 
vinced, as a result of that experience, that the present voluntary plan 
either does not work or is iaibionalé. 


RECOMMENDATIONS TO THE PRESIDENT AND THE CONGRESS 


Mr. Osrertac. Now, in connection with the Reserve program, I 
applaud you for your frankness in connection with the problem of the 
reserve plan, and the difficulties that you have encountered in getting 
it off the ground. Recognizing that much has to be done to make this 
program succeed, is it reasonable to assume that your Commission 
through the President or otherwise will make specific recommenda- 
tions to the Congress for amendments or changes in that law, or will 
such recommendations stem through the Defense Department ¢ 

General Sarnorr. I think it is quite reasonable to assume that the 
Commission will make its own recommendations to the President and 
to the Congress although the Defense Department may independently 
make its recommendations. But we certainly expect to do that in our 
report to the Congress which the law requires annually. 

Mr. Osrerraa. Is it possible for the Defense Department to have 
one set of recommendations for consideration of the Congress and 
your Commission to have another set of recommendations ¢ 

General Sarnorr. Yes, sir; that is quite possible, but I assume 
that if that developed first we would make an effort to see how far we 
can get together with the Defense Department. But if there is a 
difference, so far as I am concerned, that difference will have to be 
stated to the Congress. 

Mr. Ostertac. Do you make your recommendations to the President 
as well as to the Congress ? 

General Sarnorr. Yes, sir. 

Mr. Ostertac. And likewise the Defense Department makes recom- 
mendations to the President ¢ 

General Sarnorr. Yes, sir; you have an independent body here 
with an independent judgment, although if we are going to be helpful 
we want to cooperate with the Defense Department to give them an 
opportunity to execute their program. 

Mr. OsrerraG. In that case would you say it is up to the President 
to compromise the recommendations of two of his agencies on the 
same subject ? 

General Sarnorr. I wouldn’t know anyone more competent in that 

field than the President to do it. 
_ Mr. Osrerrac. I am not raising the question of competency to do 
it. I am merely wondering how your work on the subject will reach 
the Congress and reflect a specific administration’s position; that is 
what I am getting at. 

General Sarnorr. Of course, I cannot speak for the President, but 
I should assume that if he had, on this very vital subject, a substantial 
difference between the Defense Department’s views and the Commis- 
sion’s views, that, of course, is a difference that the public is entitled 
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to know about and the Congress is entitled to know about. Secondly, 
I would assume that he would make recommendations to the Congress 
as to what he thought in the final analysis. 

Mr. OsrertaG. Thank you, General. 

Mr. Tuomas. General, you are nice to come over, you and your 
associates here, Mr. Shelton and Mrs. Buchholz. It is nice to see you. 
A lot of good luck to you. 

General Sarnorr. Thank you, Mr. Chairman and gentlemen. We 
appreciate your attention. 


WEDNESDAY, JANUARY 18, 1956. 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


WITNESSES 


GOV. VAL PETERSON, ADMINISTRATOR 

HAROLD L. AITKEN, EXECUTIVE ASSISTANT ADMINISTRATOR 

FRANK O. STARR, DIRECTOR, BUDGET OFFICE 

PAUL F. WAGNER, ASSISTANT ADMINISTRATOR, EDUCATION 
SERVICES 

DEAN POHLENZ, DEPUTY ASSISTANT ADMINISTRATOR, PLANNING 
STAFF 

HARRY E. BROWN, ASSISTANT ADMINISTRATOR, OPERATIONS 
CONTROL SERVICES 

GERALD R. GALLAGHER, ASSISTANT ADMINISTRATOR, TECHNICAL 
ADVISORY SERVICES 

WILLIAM S. HEFFELFINGER, ASSISTANT ADMINISTRATOR, GEN- 
ERAL ADMINISTRATION 

HUBERT R. GALLAGHER, ASSISTANT ADMINISTRATOR FOR FIELD 
RELATIONS 

EMIL W. REUTZEL, SPECIAL ASSISTANT TO ADMINISTRATOR, FCDA 

RAOUL ARCHAMBAULT, JR., GENERAL COUNSEL, FCDA 

L. B. ULLSTROM, EXECUTIVE SECRETARY, CD COORDINATING 
BOARD 

JAMES H. SUTCH, BUDGET OFFICER, FCDA 

DR. JOHN HOZIER, UNITED STATES PUBLIC HEALTH SERVICE 

DEAN SNYDER, DEPARTMENT, HEALTH, EDUCATION, AND WEL- 
FARE 


Mr. Tuomas. Let us go into your regular budget for 1957. Do you 
have a statement on that, Governor ? 

Governor Prererson. Yes, and to save your time, I can go through 
this rather quickly. 

Mr. Tnomas. Let the record show that the hearing has been com- 
pleted on civil defense for $25 million for the disaster relief fund in 
the form of a supplement for the fiscal year 1956, and that the com- 
mittee now will go into the request of the Federal Civil Defense Ad- 
ministration through Governor Peterson, the Administrator, and his 
staff here, for their need for the fiscal year and justifications for 1957. 





GENERAL STATEMENT 


Governor Prererson. Mr. Chairman and members of the subcom- 
mittee, the civil-ddfense role in our national security policy is indis- 
pense able, for in this age of terrible new weapons a major deterrent to a 
potential aggressor will be precisely those programs that this Nation 
develops to defend its population. It seems logical to us that an 
enemy’s temptation to strike against the United States will shrink 
in proportion to the advance measures this Nation adopts to protect 
its people and its institutions during and after an attack. 

This is simply to say that the only intelligent defense against total 
war is total preparation. And defense is a . double- edged ‘sword. It 
has the defensive edge of organized civil prep: aredness as well as the 
offensive edge of military striking power. At FCDA we are working 
to develop a civil- defense program so effective, so clearly capable of 
protecting many millions of people in time of danger that it will also 
help to convince a potential aggressor of the futility of attempting to 
destroy our Nation. 

With this comment on doctrine, I will address myself to the events 
and plans of the current and future fiscal years. 


SIGNIFICANT EVENTS OF THE PAST YEAR 


Events of the past 12 months have given Civil Defense a new 
urgency. This, along with expanded civil-defense technology, has 
mi ade it necessary to ‘request a substantial increase in funds for the 
ensuing fiscal year. The more outstanding events, without attempting 
to list them in the order of either their occurrence or their importance, 
are these : 

First, disclosure of the deadlines and wide distribution of radio- 
active fallout from ground bursts of thermonuclear weapons. This 
extends the lethal potentialities of such weapons to points far beyond 
the cities and military installations that might be expected to be 
targets. 

Second, Operation Cue, the Federal Civil Defense Administration 
test conducted with the Atomic Energy Commission and the Depart- 
ment of Defense in Nevada last spring, from which we obtained accu- 

rate knowledge of the effects of atomic bursts on hundreds of common 
products from canned foods to homes, and of techniques ranging from 
protection before an atomic explosion to rescue afterward. 

Third, Operation Alert, 1955, in which we evaluated the efficiency of 
warning and emergency information sy stems, the operational readi- 
ness of State and local civil-defense agencies, and the ability of some 
30 key divisions of Government to perform civil-defense functions 
under attack conditions. 

Fourth, the proclaimed success of Soviet H-bomb tests and the suc- 
cessive implications of higher and higher energy releases from their 
bombs along with ease and che: apness of production. 

Fifth, approval by the Congress to initiate the development of sur- 
vival plans for critical metropolitan target zones. Funds for such 
surveys and plans were authorized in the supplemental appropriation 
bill, 1956, which is Public Law 219 of the 84th Congress. 
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Sixth, announcement by the Soviet Union that it was making re = 
progress toward creating an intercontinental ballistic missile capable 
of delivering a nuclear wt arhead. 

Some of these are things that were only guessed before this year. 
All of this information has made a signific ant contribution to our 
understanding of the necessary dimensions of a workable civil defense 
for the Nation. 

Parenthetically, many of our operational capabilities were given 
very effective tests in the later months of 1955 when civil defense was 
called to perform its alternate function of directing and coordinating 
Federal assistance in natural disasters. 

Certain of the developments in 1955, notably the full disclosure of 
the fallout threat, have added complications to the work of creating 
an effective civil defense, and we may assume that other developments 
will add still more complications in the future. 

This isn’t surprising, because nuclear weapons and their effects are 
themselves exceedingly complex, and they seem to become more so 
almost yearly. There still is much that we do not know or understand 
about them as is witnessed by the fact that further exploratory tests 
of these devices already have been scheduled this spring in the Pacific. 

There is, however, one common denominator to all developments. 
The more impersonal and indiscriminate tlese weapons become in 
their ability to destroy, to vaporize, anything and everything in an 
ever-widening circle, the more acutely personal they become to every 
individual in ‘the Nation. 

There is an understandable tendency on the part of many of our 
citizens to assume that their personal defense is the total, and even 
perhaps the sole, responsibility of the Armed Forces which have kept 
the enemy from our shores for almost a century and a half. There 
isn’t any doubt that our Armed Forces are prepared to deal effectively 
with almost any contingency, but the limitlessness of space and the 
existence of aircraft with supersonic speeds combine today to provide 
attack capabilities for which there can be no perfect military defense 
with the knowledge we now have. 

Some percentage of a determined attacking aerial force would be 
very likely to penetrate our best protective screen, and a determined 
enemy might in time persuade himself that it would be worth the 
gamble of there were a chance to knock us out as a nation. 

He might do this with full awareness that he would have to absorb 
a heavy retaliatory blow. He might gamble that after both blows 
we would be through as a fighting “force or as a country willing and 
able to rebuild and rearm to fight again. 

The question that immediately arises is, How can we alter the 
odds so that any potential enemy would know he wotitd lose? Cer- 
tainly I can put it no better than President Eisenhower has: 

There must be a knowledge on the part of the enemy that this Nation cannot 
be demoralized, that it cannot be panicked, that it cannot be thrown into a 
state of chaos by the kind of bombing that is possible under modern warfare 


conditions and the use of nuclear weapons. That will be one of the great pillars 
oft strength for building a just and lasing peace in this world. 


PROPOSED 





NON MILITARY 





DEFENSE PLANS 


The President has put the solution squarely up to the people, 
because nonmilitary defense can come only from the combined and 
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most realistic actions of all civilians, everywhere. There is no 
alternative. 

We might wish it otherwise, but the fact remains that we cannot 
build or buy or, for that matter, even conceive of anything that would 
fully protect every individual, or every family, in the event of a 
nuclear attack. 

Still we have had to devise ways to save the maximum number of 
people from hazards of great magnitude. Starting with the premise 
that those who aren’t there when a bomb explodes aren't going to 
be killed by it, we believe the way to save the greatest possible number 
of people is ‘through a combination of evacuation—strategic and 
tactical—and shelter. 

We have proposed withdrawing people from the more densely 
populated areas of our target cities, if an attack threatens, and mak- 
ing provision for their adequate shelter from the fallout menace 
of surface bursts. Complementing this would be a massive support 
effort from unattacked areas of the Nation. 


SURVIVAL PLAN STUDIES 


The Congress has shared this view to the extent of providing funds 
on August 4, 1955, to begin detailed survival plan studies of our 
critical metropolitan zones. 

Further support came early this year when a committee of dis- 
tinguished Americans, completing a review of our nonmilitary de- 
fense for the Department of Defense, the Office of Defense Mobiliza- 
tion and the FC DA, said in its report : : 


The solution would appear to be in a sensible combination of both evacua- 
tion and shelter measures, with the need for both moderated by a gradual 
reduction in urban vulnerability. 

Responsibility for the latter program was delegated to FCDA by 
ODM on January 11 and therefore is not reflected in this budget 
and necessarily will require later consideration. 

Standards for the survival plan studies have been developed, specify- 
ing the information we must have about each target zone in order to 
produce and thoroughly test a plan of action. The plans will vary 
because the pertinent physical facts of most cities are different. 

Contracts have already been signed for 4 major metropolitan areas 
and some 35 additional contracts are in various degrees of development. 
This work is being speeded up constantly, and we are asking addi- 
tional funds for next year in order to get the maximum amount of 
essential work done in the shortest possible time. 

Numerous tests of varying magnitude were held throughout last 
year and it is especially interesting to note that every one of them has 
proved the value of evacuation in reducing casualties. Analyses made 
during Operation Alert 1955 demonstrated that in only one-third of 
the cities presumed attacked, evacuation would have saved at least 
6 million lives. 

In support of the survival plan studies, we have arranged with the 
Bureau of Census to study methods of estimating popul: ition dis- 
tributed by day and by night in target cities. At our request, the 
United States Weather Bureau for 6 months has been conducting con- 
tinuing upper-air wind studies designed to improve fallout pre- 
dictions, 
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Population studies will give us the scope of our evacuation problem, 
no matter what time an attack might come, and the fallout studies 
are necessary to indicate the potential danger zones away from which 
evacuees must be directed. 

There is no alternative to this planning. Without it our cities 
would not have plans, managed by local government, known to the 
citizens, and best suited to increase the chance of survival. 

We find an increasing understanding of the alternatives with which 
we are faced, and an increasing acceptance of our planning. There 
also is a deep current of demand for more and more information. 
Our inquiries from individuals, for example, have more than trebled 
during the last year, and it is my uplerstendiie that the same 
condition is reflected in the various State civil-defense offices. 


EDUCATION SERVICES 


Education is a most important civil-defense effort. It is no exagger- 
ation to say that we find ourselves engaged in the greatest mass edu- 
cational effort ever undertaken in this Nation. 

Every individual we can reach, by whatever method we can use, 
must be taught the necessary facts of the atomic age, and, specifically, 
must be taught exactly how to live if the atomic age should mean a 
nuclear war. 

It is a tremendous undertaking, to reach citizens so effectively that 
all of them will realize that in preparing for civil defense they are 
making a major contribution toward the achievement of a lasting 
peace. 

To try to attain this at the earliest possible date, we have substan- 
tially increased our request for funds for education services. It is 
essential that we not only achieve the most complete understanding 
possible, but that every area of possible confusion and misunder- 
standing be eliminated. 

There still are those who profess to be confused by changing civil 
defense tactics, such as our shifting from “duck and cover” advice 
to the planning for evacuation, and then adding requirements for 
shelter. 

It should be plain to all that as attack capabilities change and 
expand, it is as necessary in civil defense as it is in military defense 
to make certain that we modify our tactics to meet them. 

Still we find those who continue to believe that some single, simple 
device should be packaged and handed to them to solve all of their 
needs. There also are those who, having heard conjecture on the 
intercontinental ballistic missile, seize upon this to ask, “What’s the 
use of planning evacuation when we may have almost no warning 
time ?” 

Should this missile materialize in the hands of a potential aggressor, 
it is almost certain to call for still other changes and refinements in 
civil-defense techniques. However, this ICBM, as it is called, does 
not yet exist; so for the present, and an unknown number of years 
ahead, we must go right on perfecting defenses against the weapons 
that most certainly do exist while constantly planning for those that 
may come into being. 

We can never afford to ignore the possibilities of the ICBM. Sub- 
*tantial provision has been made in our request for “Surveys, plans 
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and research,” to provide the most intensive inquiry into the problems 
posed by this, as yet theoretical, weapon on which a good deal of 
attention apparently is being concentrated abroad. We must be in 
a position to deal with this or any other new threat which appears in 
this period of unbelievably swift weapons development. 


EMERGENCY SUPPLIES AND EQUIPMENT 


There also are two other areas in which we are deeply concerned, 
both having to do with urgent needs of this moment. 

At the earliest possible date, we would like to complete the stock- 
piling of 1,000 of our 200-bed emergency hospitals. The need for 
this equipment was clearly shown in our evaluation of Operation 
Alert 1955. Not only did this exercise show that we would have great 
numbers of casualties in any atomic war, but the numbers requiring 
treatment would be far beyond available hospital capacity. 

We are also proposing an accelerated stockpiling of other essential 
materials, well outside potential disaster areas, keeping them con- 
stantly ready for unexpected demand and immediate use. These 
stockpiles more than proved their worth in the recent flood disasters. 


FEDERAL CONTRIBUTIONS PROGRAM 


As an adjunct to this, we are proposing to step up the contributions 
program under which we assist the States to improve their facilities 
and equipment for dealing with disasters. 

We have found that it has become essential to expand this program 
in scope, to meet critical needs in the States for communications con- 
trol centers and other related facilities. 

This is a fundamental part of what President Eisenhower referred 
to in his state of the Union message to the Congress when he said: 

We must strengthen Federal assistance to the States and cities in devising the 
most effective common defense. 

The threat that exists represents the expenditure of billions of 
dollars and uncounted man-hours of time spent by a great concen- 
tration of scientific brains. Those who created the threat had 5 years’ 
headstart on those who are responsible for creating a defense against 
its effects on our civilian population. 

With your understanding and help, we expect to make important 
progress in the year ahead in bringing our civil defenses into a more 
realistic relationship to the offensive’s power of destruction. 


CONTINUED NEED FOR CIVIL DEFENSE PROGRAM 


I know of nothing in the security picture that would aaa that 
the threat facing the United States tod: Ly is not at least as great, if not 
greater, than it was a year ago. The need for civil defense ads 
to be great. Everyone in the Government who is familiar with the 
problem knows that in spite of the improvements which we are con- 
stantly making in our military defense capabilities, that a resolute 
enemy willing | to pay the price could put airplanes carrying a bomb, 
any one of which can eliminate any city in the United States. The 
only hope to save the lives of the people—and it is not a complete 
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hope in this day and age in which we live—is through the action of 
the people themselves in nonmilitary defense, or civil defense. So 
we are faced with the problem of continuing, of trying to continue to 
strengthen our whole civil-defense program, and, as the members of 
this committee know very well from their official duties, it is a very 
difficult responsibility to fulfill because of the newness of the problem, 
the tremendous size of the problem, the horrible characteristics of 
the problem. However, we are making progress, I think, in all di- 
rections. I think I can say that in fairness and candor to my own 
agency and to everyone else involved. 

We havealong way togo. One of the finest things that the Congress 
did for us last year was to make available $10 million for us to under- 
take survival studies in the great cities of the United States. I am 
pleased to report to the committee that we have already entered into 
agreements with a number of the larger metropolitan areas of the 
United States and that we have requests from the States and cities 
generally across America to participate in these survival-plan studies. 
When we have concluded these studies, we should have the foundation 
for the soundest kind of a civil defense. We will also be in a position 
where we may want to come to the Congress then and ask for rather 
sizable sums of money to carry out that program. However, we are 
not in a position to make such requests today and will not be for, I 
would judge, another year or two, until the results of these studies 

‘an be completely analyzed and compiled and made available to the 
public and to the Congress and to everyone interested in this problem. 

Now, we want to move forward in five broad fields in civil defense 
and those are, of course, “Operations,” which includes such things as 
education, other day-by-day activities, our administrative costs, and 
general supervision of civil-defense activities in the United States. 
Our Roan rogram is the “Federal contributions program” in which 
we match with the States 50-50. Our third program comprises “Emer- 
gency supplies and equipment.” Then we are interested in continuing 
these surveys which were started this year, at least 1 more year, if we 

-an conclude it in 1 more year. The last category in which we need 
funds to carry on our civil-defense activities is the “Delegation pro- 
gram” in which we have made delegations to a number of other Federal 
agencies. 

OPERATIONS 


This year there was made available to us by the Congress $12,- 
487,000 in our operations appropriation. That includes all of our 
planning, our education services, our operation control services, our 
technical advisory services, our field representation, executive direc- 
tion, and general administration. 

This year we are asking for fiscal 1957, $21,700,000, in order that 
we may step up features of this program, to do a better job for 
America, and to cover the costs of added personel, because we are 
expanding our program. 

As of December 31, we had on the Federal payroll, to carry on 
the civil-defense program in America, just 891 people. In other 
words, we were trying to do this job with one battalion of paid 
civil-defense workers, at the Federal level. 
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FEDERAL CONTRIBUTIONS 


That is in addition, of course, to the State and city civil-defense 
workers. In the Federal contributions field, we received from the 
Congress last year, $12,400,000. We are asking this year for $17 
million. The justification, of course, is outlined in detail in the 
appropriate section of our budget request. Under “Emergency sup- 
plies and equipment” we will have stockpiled at the end of this 
year about $165 million worth of material. Our present goal is 
about $411 million. That goal is subject, of course, to constant 
scrutiny and to change, as conditions require. 


EMERGENCY SUPPLIES AND EQUIPMENT 


For “Emergency supplies and equipment” we are asking $64 mil- 
lion. Last year there was appropriated to us $32,650,000. The 
major increases result from our desire to stockpile an_ additional 
1,000 improvised hospitals which cost $26,000 apiece and which we 
are advised by the American Medical Association we must have. 

Mr. Tuomas. $26,000 or $22,500, Governor ? 

yovernor Prrerson. $22,500. Which they say we must have if we 
are to meet this problem, should an attack occur at any time in the 
future. 

SURVEYS, PLANS AND RESEARCH 


Under “Surveys and plans and research,” which I mentioned a 
little earlier, the program that will be carried on with the $10 million 
which was made available to us by the Congress has been well received 
by the cities and States and I think that this is the most sensible, the 
soundest thing that we have done in civil defense, at least in the last 
3years. Weare undertaking these studies so that when we get through 
we know what is the best, the most satisfactorily tailored civil-defense 
program that we can have for any great metropolitan area. We are 
utilizing local intelligence, local personnel, local resources, in develop~ 
ing these plans and studies; financing them in this case by the Federal 
Government. The States and cities, of course, are putting a good 
deal into it, but I cannot translate it into money terms. We are utiliz- 
ing research organizations, including some from universities from the 
United States, but the leadership in this field is taken under our broad 
direction by the State and city civil-defense directors. In that con- 
nection, it might be of interest to the committee to know that we have 
had some rather historic meetings as a result of this appropriation. 
In New York, we met with the governors of New York, Connecticut, 
New Jersey, and the mayor of New York and all Federal people in- 
volved. We sat down and discussed the common approach to the 
civil-defense program for that great metropolitan New York area. 
We did the same thing in Philadelphia. We will be doing it all around 
the United States. In the Philadelphia meeting, we had the governors 
of Pennsylvania, Delaware, New Jersey, and mayors of Camden and 
Philadelphia and other cities, the county commissioners of the affected 
— 11 counties in 3 States, and representatives of 39 cities of over 

0,000. 
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All of these people were assembled in one room—county, city, State, 
and Federal—to work on a common problem. 


CIVIL-DEFENSE FUNCTIONS OF FEDERAL AGENCIES 


In the civil-defense functions of Federal agencies, the administra- 
tion has taken the attitude in accordance with the terms of the law, 
that civil defense itself should not duplicate any other Federal activ- 
ity. So, with Presidential approval, we have made delegations of 
responsibility to 7 Federal agencies—Agriculture, Housing and Home 
Finance Agency, Commerce, Health, Education, and Welfare, Inte- 
rior, Justice, and Labor—and last year the Congress made available to 
those people in order to carry on their delegated responsibilities, the 
sum of $1,565,000. 

This year we are asking that this sum be increased to $6 million. I 
think that the work that has already been done, let us say, for instance, 
in the Department of Health, Education, and Welfare, fully justifies 
the request which we are making this year and justifies the character 
of the program which we are carrying on. Let me give you just 1 or 2 
illustrations, if I may, in that field. In the tests that we made in Ne- 
vada last April and May, in which the Department of Health, Educa- 
tion, and Welfare participated, we tested the effect on food and drugs 
of the presence of radioactivity as this whole country, or large por- 
tions of it, may be covered by radioactive material in a war. The ex- 
perts of the Department of Health, Education, and Welfare evaluated 
the results of those tests and created 2 teams and since that time, since 
May, have run 24 schools in 24 cities of America, participated in by 24 
people in each case, or nearly 600 people. And that many people in the 
food and drug industry have learned of the effects and what can be done 
to better package and to protect foods and drugs. There is a lot more 
to be done in that field, but I just offer that as an example of how this 
program fits in. 

Mr. Troomas. They have done a beautiful job, then, and they don’t 
need three times as much money as they had last year; do they ? 

Governor Prrerson. But when you have 100 times more to learn 
about this operation—I wish that what the chairman said in his 
pleasant manner would be true, because I wish we were through with 
this, too, but apparently there is no end to the amount of money we 
will have to spend on research and studies and surveys. 

Mr. Tuomas. I don’t see how you can do a better job than the 
one you have just detailed for about one-third of the money you are 
asking for this year. 

Governor Prrerson. They are asking for this in several other areas. 
I just picked one illustration to make my point. 

Now, education, if I may 

Mr. Evins. Governor, would you give the committee another illus- 
tration ? 

Governor Pererson. In the field of education, we really will not 
have the best possible civil-defense program until we educate the 
youngsters of America. 

Mr. Tuomas. How long do you think this program is going to last ? 

Governor Prererson. As long as there are human beings on earth, 
as _ as men are foolish enough to’ fight, and that has been for 
several thousand years. 
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Mr. Tuomas. I want to take the same view you are taking and to 
look in your crystal ball. 

Governor Prrerson. As long as there is nuclear power and evidence 
that causes us to believe that man has not enough commonsense to 
know enough not to fight, and if he insists on fighting, we will have 
to be prepared for the results of that conflict. ' 

Mr. Tuomas. Perhaps the same conclusion from the evidence can 
be drawn that nobody is ever foolish enough to drop one, either. I 
can make you a pretty good argument on that basis, about as good 
as you can make substantiating your points. 

Governor Perrerson. I would be perfectly happy if the viewpoint 
which you express proves to be the one that prevails. 

Mr. 'THomas. It is all guesswork up to date. 

When you look in the crystal ball your statemnets are purely a 
guess and they may be as good as anybody else’s and chances are they 
are better, but still they are a guess. 

Governor Prrerson. I would like to admit that readily and the 
only difference I could point out in the two viewpoints would be that 
recorded history indicates that man is a rather shortsighted, brutish, 
stupid animal on some occasions, many occasions, and he has fought 
throughout recorded history. 

Mr. Tuomas. He wasn’t stupid enough in World War II to use 
poison gas, and wasn’t stupid enough to use bacteria. Why wasn’t 
he? He had all this material. Hitler had it and we did. And neither 
side used it. Why ? 

Governor Prrrrson. I think gas is very difficult to control. You 
may gas an area and find you have to move your own troops into it. 

Mr. Tuomas. Is there anything more difficult to control than deliver- 
ing one of these H-bombs ? 

(Discussion off the record.) 

Mr. Tomas. It is all guesswork. We may have one dropped on 
us tomorrow night or even before you get out of this room. We 
don’t know. 

Governor Pererson. I hope I am out in the Panhandle of Texas if 
they are going to drop one on Washington. 

Mr. Tomas. I hope I am with you. 

Governor Prererson. I hope that we develop, and there are many 
people working hard in the world to develop, a social consciousness 
and the techniques and procedures that will permit us to live in peace. 
I hope that proves to be the case as I am sure every member of this 
committee does. Maybe we hope more than the average citizen be- 
cause we may be better familiar with the problem. 

However, we must be prepared on the insurance principle, I guess, 
to take care of ourselves as best we can, should some brutish force 
release this terrible destructive power in the world. 


CIVIL DEFENSE PROCUREMENT FUND 


Now, the total amount of money that we are requesting in civil 
defense this year is $123,200,000. There was appropriated to us last 
year, $69,102,000. We have $2,500,000 in the civil defense procure- 
ment fund that we should like to return to the Treasury. 

Mr. Tuomas. Why not the whole $5 million rather than half of it? 


You have had it since 1951 and have not used it. So why not return 
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the whole five? In other words, if you need $2,500,000, why keep the 
whole 5? 

Mr. Starr. Sir, we have used procurement funds. The reason we 
can return $214 million is that Federal procurement is being decreased 
and the States are doing more of their own local procurement. There- 
fore, the need for the total has decreased. We still have some Federal 
procurement, certain items we get for the States where we have a 
price advantage and they want us to buy certain items 

Mr. THomas. What was the purpose of setting up that revolving 
fund back in 1951? 

Mr. Srarr. The reason was that you had a contribution appropri- 
ation, and an appropriation which covered a certain period of time. 
And if you obligated the total amount of State and Federal—— 

Mr. THomas. Stated another way, the act went into effect at a 
time when the State legislatures did not have an opportunity to 
appropriate any money for the carrying on of their part and now 
the act has been in effect for 5 or 6 years and the legislatures have 
met a good many times since then and there is no earthly reason 
for it now, is there ? 

Mr. Srarr. We still cannot get all the States to advance money to 
the Federal Government for procurement. 

If they would advance money to us, yes, but they do not. 

Mr. THomas. Of course, that money was appropriated purely as 
loan. 

Mr. Srarr. $5 million / 

Mr. THomas. Yes. 

Mr. Starr. It is a revolving fund. It is not to be spent as such. 
The corpus is always maintained. 

Mr. Tuomas. In other words, it is no more than a loan. Certainly 
it is to be repaid and it is not to be depleted. 

Mr. Srarr. That’s right. It is repaid by the State, reimbursed by 
the State. 

Mr. Tuomas. So what it amounts to in the final analysis is a loan 
that the States pay back and the legislatures have been in session. 
They have had opportunity to make their appropriations to match 
funds so you either need all of it or you need none. 

Governor Pererson. If that would be the approach, then I think 
we had better keep the $5 million because we don’t have too much 
success in dictating the manner in which sovereign States handle their 
fiscal operations. I think we would have to have a fund of this type 
in order to—— 

Mr. Tuomas. If they do not want to match the funds, you cannot 
makethem. That is what you are saying? ’ 

Governor Prrerson. In part; yes. I think in part that is right. 
However, I think we have a responsibility to the people of those States 
to try to protect their lives in the event of an atomic war. Even in 
spite of the peculiarities of the fiscal arrangements on some occasions, 
or even hesitancy. 

Mr. Tuomas. Aren’t you expanding the statutes there, then, on con- 
tributions? 

Mr. Starr. I believe the point of what you are saying—— 

Governor Prrerson. Let me state it this way, Mr. Budget Officer. 
We will throw ourselves on the mercy and the commonsense of the 
chairman. I believe he will see the necessity for it. 
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Mr. Tuomas. I feel sorry for you on either count. Go ahead. 

Governor Prrerson. Now, summarizing then, I have run over these 
funds rather quickly. The amounts we are requesting, the civil-defense 
effort we are making in the United States, is a very modest effort in 
a very difficult field. I feel that the $123 million 1s necessary to do 
the best job we can in view of the information that we have at the 
present time pending the development of these surveys and the plans 
and research program that we are carrying on. I can say to you 
that there are many countries in the world ‘spending more money in 
this field than we are, spending the money in itself not being impor- 
tant, excepting as it brings results. But this program, if anything, 
has been starved, has been undernurtured and has not been given the 
opportunity to go about the job in a manner that would be consistent 
with the peril which the United States faces and with the emphasis 
that we put on certain other programs in the Federal Government 
which do not offer to the people the same hope for continuation of life 
that this program does. I think with that broad statement, Mr. Chair- 
man, I conclude what I care to say, other than as you gentlemen may 
be desiri ing to interrogate. 

Mr. Tuomas. I was ; wondering, Governor, and members of the com- 
mittee, if it would be more convenient for the Governor and his staff 
to go and get a little lunch and we will be back here about 12: 30. 
Then we will start working through the budget with him and his 
staff and do that after lunch, or shall we start now and work for about 
30 minutes? With the interruption, I don’t think we will gain much. 

Let us come back at 12:30 and see if we cannot line this thing up. 


AFTERNOON SESSION 


Mr. THomas. Will the committee please come to order? 

Governor, you had finished your statement for your money request 
for the fiscal year 1957, for your regular civil defense organization. 
Let us take a look at your operations and your money requirements 
for the next year. 


SUMMARY AND HIGHLIGHTS OF APPROPRIATION REQUEST 


Mr. Reporter, at this point, will you insert pages I and II in the 
record, and also the table on LIT ? 
(The pages referred to are as follows :) 


FEDERAL CIvIL DEFENSE ADMINISTRATION 
SUMMARY AND HIGHLIGHT MEMORANDUM 


The Federal Civil Defense Administration budget request provides for an 
increase from $69,102,000 in fiscal year 1956 to $123,200,000 in fiscal year 1957. 
Additionally, the budget request provides for a reduction of $2,500,000 in the 
corpus of the civil defense procurement fund. Increases requested are out- 
growths of civil defense demands made upon the Federal Civil Defense Admin- 
istration to move into new fields of protection procedures, thus creating new 
programs in the fields of education, warning, evacuation, and shelter. These 
requirements are included in 5 appropriations and 1 revolving fund. Appropria- 
tions are: Operations; Federal contributions; Emergency supplies and equip- 
ment ; Surveys, plans, and research ; Salaries and expenses, civil defense functions 
of Federal agencies. 
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Operations 


This appropriation provides for an increase in the technical advisory, oper- 
ations control, and education programs of the agency. Commensurate increases 
are requested in the support programs. The increase in the technical advisory 
program will provide that guidance an assistance required by political subdi- 
visions and will attempt to provide answers to the many technical problems 
which necessarily arise in adapting planning concepts to operational systems. 

The operations control program increase is, in general, caused by the applica- 
tion and extension of previously approved programs such as the increase in 
communications networks and the requirement for additional warehouses for 
the civil defense stockpile. The education program will be expanded in fiscal 
year 1957 to provide for the production and distribution of greater quantities 
of material on civil defense to people in their homes. Included will be regular 
radio and television programs to promote the civil defense effort. The training 
of workers in warden, rescue, police, mass care, and other civil defense specialized 
areas necessary to operate the varied mechanisms of the civil defense organiza- 
tion will be continued and expanded. New advance courses in civil defense are 
proposed. 


Federal contributions 


The fiscal year 1957 budget proposes an increase in the Federal contributions 
program to provide increased matching funds for States and the addition of 
new program items. While obligation rates for this appropriation have been 
traditionally slow, substantially all the funds are obligated at the end of each 
obligational period. Asa result of administrative action changing the allocation 
of these funds, and increased activity by State and local governments, an in- 
creased rate of obligation is anticipated. Based on requests from States and 
cities, a new program of construction and general equipment has been added. 
This program provides for the construction of civil defense communications 
control centers, civil defense education facilities, including rescue training 
centers, and the purchase of helicopters. 


Surveys, plans, and research 


Two of the most important programs of FCDA are surveys for survival 
plans, and research. Research is necessary if we are to improve our knowledge 
of the threat of modern warfare and our ability to provide defensive methods 
and techniques of a civil nature to save the maximum number of lives in event 
of an attack on this country. Survival plans will, when completed, provide 
a civil defense plan for each anticipated target area. These plans will also 
furnish an inventory of civil-defense requirements as they pertain to each 
geographic locality and will provide this agency with a solid foundation upon 
which to base future civil-defense plans. 

Emergency supplies and equipment 

Programing has been accelerated to provide an adequate stockpile for what 
is considered to be a minimum number of casualties. The procurement of 
emergency improvised hospitals has been stepped up to balance the procure- 
ment of this equipment with other stockpiled medical supplies. One thousand 
emergency improvised hospitals are requested for fiscal year 1957. The radio- 
logical equipment program has been expedited to provide a minimum training 
program and operational capability to cope with the radiological fallout threat 
of nuclear warfare. 

Summary 


It is pertinent to say that the funds requested are not sufficient to do the 
ultimate civil defense job. Program increases are based upon our capacity 
to absorb them progressively. For example, results from some research now 
being conducted will be funded in budgets for later years. 

One basic philosophy has permeated our planning for the future: To main- 
tain a continuous staate of national civil-defense preparedness as a key element 
in the protection of our country. Progress has been realized in the past, but, 
as a nation, we cannot permit these past accomplishments to lull us into a false 
sense of security. We must not lower our guard. The budget estimates for 
fiscal year 1957 present a forward-looking program, designed to capitalize on 
past investments in civil defense, and to push ahead for further gains. 

The following chart sets forth the amounts appropriated for civil defense in 
fiscal years 1955 and 1956, and those requested for fiscal year 1957: 





FEDERAL Civit DEFENSE ADMINISTRATION 


Summary of appropriations 


Appropriations 


1955 actual 





Operations: 
Civil defense planning 
(a) Research 
Education services 
Operations control services 


Technical advisory services..........-..- : 


Field representation 
Executive direction 
General administration 


Total, operations 


Federal contributions: 
Attack warning 
Communications 
Public safety services - --- 
Medical supplies and equipment. i 
Education services 
Mass care equipment. ---- 


Engineering equipment and supplies 


Construction and General equipment 


Unobligated..........-. 5s ditoad ia antic ole teva mien he 


Total Federal contributions... ..- a ee ee 


Emergency supplies and equipment: 
Medical supplies and equipment_-- 


Radiological and chemical warfare defense equipment 
Relocation and maintenance of stockpile 


Total, emergency supplies and equipment 


Surveys, plans and research: 
Survey plans_--- 
Research - 


Total, survey plans and research 


Civil defense functions of Federal agencies: 
Housing and Home Finance Agency 
Department of Agriculture 
Department of Commerce 


Department of Health, E due: ation, ‘ and Welfare 


Department of Interior. is 
Department of Justice - - 
Department of Labor. 


Total, civil defense functions of Federal agencies __ 


Total, all appropriations 
Less civil defense procurement fund return 


Total available 


$203, 713 


| 


884, 214 | 


1, 593, 887 


3, 107, 781 | 
766, 466 | 


1, 320, 847 
274, 532 


1, 953, 418 | 


2 ? 10, 104, 8 


1, 189, 483 | 


1, 858, 953 
176, 994 


345, 944 | 


339, 919 
43, 758 
57, 384 


0 | 


49, 177, 048 


° 13, 189, 483 | 


25, 859, 382 | 


0 | 


25, 859, 382 | 


0 | 


0 
0 
889, 972 
0 
0 
0 


0 


50, 043, 695 


50, 043, 695 | 


1956 estimate 


$275, 236 
422) 000 
2, 046, 982 
4, 887, 451 


911, 802 | 
1, 996, 832 | 


329, 013 
1, 617, 684 


3 12, 487, 000 


1, 000, 000 


2, 150, 000 | 
, 000, 000 | 


_ 


~] 


2, 150, 000 
500, 000 
000, 000 


in) 


0 


, 400, 000 


, 462, 000 


910, 000 
278, 000 


32, 650, 000 


333, 000 | 
, 667, 000 | 


, 000, 000 


26, 500 


0 
190, 000 


, 259, 300 | 
20, 000 | 
0 | 


69, 200 


7 1, 565, 000 


8 69, 102, 000 
2, 500, 000 


250, 000 | 
350, 000 | 


§ 66, 


602, 000 


1957 estimate 


$376, 000 
fl 

5, 200, 000 

9, 040, 000 
, 458, 000 

3, 064, 000 
447, 000 

2, 115, 000 


, 700, 000 


, 500, 000 
, 450, 000 
, 400, 000 
, 700, 000 
2, 500, 000 
500, 000 
750. 000 

4, 200, 000 
0 


7, 000, 000 
, 400, 000 


5, 300, 000 
300, 000 


4, 000, 000 


, 000, 000 
, 500, 000 


, 500, 000 


600, 000 
540, 000 
700, 000 
3, 490, 000 
110, 000 
100, 000 
460, 000 


3, 000, 000 


23, 200, 000 


0 


23, 200, 000 


1 Research now budgeted under surveys, plans, and research. 
2 Includes $80,512 transferred from Federal contributions. 
3 Includes $362,000 anticipated supplemental for pay raise. 
4 Unobligated balance available in fiscal year 1956. 
5 Includes reappropriation of $1,300,000, excludes transfer of $80,512 to operations for pay raise, excludes 
unobligated $30,005 of $1,300,000 reappropriation. 
6 Previously grouped under ‘‘Medical supplies and equipment.” 
7 Includes $65,000 anticipated supplemental for pay raise. 
8 Includes $427,000 anticipated supplementals for pay raise. 


that your request call for a sum total of 


Mr. Tuomas. It wt goed 
¢ against appropriated funds for 1956 of 


$123,200,000 for fiscal 1957 
$69,102,000. 

Your appropriation can be divided into about five categories. Oper- 
on Federal contributions, emergency supplies and equipment, sur- 
veys, plans and research, and salaries and expenses, civil-defense func- 
tions, which is for seven Federal agencies to which you delegate your 
authority and powers under your original act. 
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REGIONAL OFFICES 


I note you have seven regional offices. This is about the first mention 
you have made of those regional offices. I note one of them is located 
in Newton Center, near Boston. The other one is located at Olney, 
Md., near the District of Columbia. Another is at Thomasville, Ga. 
Battle Creek, Mich.,is No.4. That is your headquarters, is it not? 

Governor Prererson. Yes, sir, it is. 

Mr. Tuomas. You have a regional office there, too? 

Governor Prrerson. Yes, sir. 

Mr. Tuomas. Five, Denton, Tex.; six, Denver, Colo.; seven, Santa 
Rosa, Calif. 

Now, in your chart here, you list the employment you have in each 
one of your regional offices and, Mr. Reporter, I wonder if you will be 
good enough to insert the chart on page E in the record at this point 
and also the chart on page F, which shows the organization of each of 
your regional offices. 

(The charts referred to are as follows:) 
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PERSONAL SERVICES 


Mr. Tuomas. I note in 1955, you had 721 employees. That was 
hiked up in 1956 to 1,099. And you want to expand it to 1,330 in 
1957. Is that true? 

Governor Prererson. That’s correct, sir. 

Mr. Tuomas. Does that include your national headquarters at 
Battle Creek and the District? 

Governor Perrrson. Yes, sir. 

Mr. Tuomas. I do not see a summary of the number in your seven 
districts. 

Mr. Arrken. Those are field representatives on page 2, sir. 

Mr. Tuomas. Field representation. Way back under operations, 
too. Three hundred and eighty-three for the fiscal year 1957, is 
that correct ? 

Governor Prererson. What we are requesting; yes, sir. 

Mr. Tuomas. Two hundred and ninety-six for fiscal 1956. I see 
them. About a fourth of your people in your seven regional offices 
and 

WASHINGTON LIAISON OFFICE 


Governor Prrerson. Three-fourths of them in Battle Creek at the 
national headquarters. We will have about 50 in the Washington 
liaison office which we maintain here. 

Mr. THomas. How many? 

Governor Prererson. About 50. 

Mr. THomas. What does your liaison office do here? Whereabouts 
is that located ? 

Governor Prrerson. It is located in the General Services Adminis- 
tration Building at 19th and E. The purpose of that office is to, 
have members of our planning staff available to work with the 
security agencies and the staff of the National Security Council. We 
have representation to carry on the activities of the Civil Defense 
Coordinating Board appointed by the President and made up of — 

Mr. Tuomas. Where is their operation expense set out in your 
budget ? 

Governor Prrerson. In our operations account. Civil Defense 
Coordinating Board. 

Mr. Srarr. Under Executive direction. 

Governor Prrerson. On page 44. It permits me then to maintain 
my haison with the executive branch of the Government and also 
with the legislative branch of the Government. It is an office that 
is maintained here to give service to both the Congress and the execu- 
tive branch. 

Mr. Srarr. Page 45, sir, General Counsel. The second paragraph. 

Governor Prtrrson. Today, we are doing the work for the Co- 
ordinating Board and we have 1 man and 1 secretary. We ask in 
this budget to expand that in the next year to 6 professional person- 
nel and 6 clerical. These are the people who maintain the liaison on 
this delegation program we have instituted. They work with—— 

Mr. THom AS. Excuse me, Governor, just a minute. Is this the only 
justification you have in your budget on your Washington office? 
That paragraph says the office of inter-Government or ganization will 
handle the expanded workload that will result from increased activi- 
ties by other departments and agencies in delegated programs. Is 
that what you are talking about ? 
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Governor Prererson. Yes, but we have not set out a specific justifi- 
cation for a Washington office in which I maintain my office. When 
we moved to Battle Creek we just maintained an office here at that 
time with about 25 people in it and now we find it necessary to 
expand that office to about 50 people, but that is considered part of 
the total item of executive direction. 

Mr. Tuomas. What in the world will 50 people do here, if you have 
your headquarters in Battle Creek where you have nearer 70 percent 
of your people? What do these 50 people do here? We have had a 
lot of experience with these so-called contact offices. The outstanding 
example over the last 20 years has been TVA. At no time have they 
ever had more than 4 people here. Now they have 3, or maybe 2. 

Governor Prrerson. Their problem is somewhat different than 
mine, I remain here with the number of people that is necessary to 
help me answer the mail and telephone calls that come in constantly. 
I have about 5 or 6 people in my immediate office. Then we have the 
head of our planning section. 

Mr. Tuomas. I think most of that ought to be charged to the 
White House, or do you think so? 

Governor Prrerson. Well, either that or the Congress or both. I 
don’t know just where the majority of my phone calls come from. 

Mr. Tuomas. That is five people. What are the other 45 going to 
do? 

Governor Prrerson. We maintain part of our planning section. 
The purpose of that is that we gather a tremendous amount of infor- 
mation from the Department of Defense and the Atomic Energy 
Commission and from all Government agencies that are concerned 
either with National Defense and Security or who play a part in these 
delegations that we have made for the other agencies of the Gov- 
ernment and this requires that we attend any number of meetings. 

Mr. Tuomas. You don’t have but 47 in your whole planning staff. 

Governor Prererson. That’s correct. We maintain 5 or 6 planning 
staff people here. 

Mr. Tuomas. I thought you said you keep all the staff here. 

Governor Peterson. Just a portion of the planning staff. The head 
of the planning staff remains here because he sits on the planning 
staff of the National Security Council which is a very important con- 
nection for us. We have two people here and a man and a woman in 
the security setup because we run checks on everybody who is employed 
in this agency, because we have access to most of the security infor- 
mation. 

Mr. Tuomas. Does not the Civil Service Commission do that for 
you, or do you do your own? 

Governor Peterson. We have a certain responsibility that we have 
to perform ourselves, but we have just 1 man and 1 woman here in 
that particular office. We have, as I mentioned, this oftice for the 
Civil Defense Coordinating Board, which has presently three people. 
We have an inspector general, the man who goes around inspecting 
such things as our warehousing. 

Mr. Tuomas. How many do you have in your headquarters out at 
Battle Creek, Mich. ? 

Governor Prerrerson. We have about 600. 

Mr. Tuomas. As of right now ? 

Mr. Srarr. 539 in Battle Creek. 
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Mr. Tuomas. You want tostep that up to what? 
Mr. Starr. Up to 773. 


BASIS FOR LOCATING CIVIL DEFENSE HEADQUARTERS IN BATTLE CREEK, 
MICH. 


Mr. Tuomas. What was the object in moving to Battle Creek 
anyway ¢ 

Governor Prrerson. The reason for the move to Battle Creek, Mr. 
Chairman, was this: Civil Defense was created on an emergency basis 
in 1950 when it looked like we might be going to war with Russia, 1951, 
and to get space, they commandeered an apartment house in Washing- 
ton now known as Gelmare Towers up on Columbia Road, 1930 Co- 
lumbia Road. The time came when it appeared only fair to turn that 
property back to the owners. Then the question arose as to whether 
an office building would be built for Civil Defense here in Washing- 
ton or in the neighborhood. The President of the United States took 
the attitude that this agency did not have to be in Washington, all of 
it, and that the thing to do in the interest of economy was to go out 
and find some existing Federal installation standing idle and to move 
into that installation. 

Mr. Tuomas. When was it you moved ? 

Governor Prrrerson. In September 1954. And the closest one we 
found was in Battle Creek where there was 1 million square feet 
standing idle in the former Percy Jones Army Hospital. It had been 
st nding idle for a number of months. We moved into a portion of 
that space. 

We now find it a very comfortable place to be. We are well satis- 
fied there. I must say that it causes some problems in administration 
but apparently none that we cannot surmount or overcome if we work 
hard enough at it. I feel we should have been located about 50 miles 
out in the countr y somewhere, where we would be outside of the target 
area in case of bombing. 


OPERATIONS 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 





Program by activities: 
1, Civil defense planning... ._...__--- ; sé $203, 7 $275, 236 

(a) Research. z Ay 884, 3 422, 000 

2. Civil defense education services. - 1, 593, &§ 2, 046, 982 

3. Operat ions control services. 3, 107, 7 4, 887, 451 

. Technical advisory services. -_- 766, 466 911, 802 

5. Field representation_._....._- 1, 320, 847 | 1, 996, 832 

3. Executive direction _-_- a 274, 5: 329, 013 

. General administration._.................._- ‘ oY 1, 953, 1, 617, 684 








Se oe ee eR amas 10, 104, 82 12, 487, 000 

Financing: | 

Unobligated balance of reappropriation transferred from 
‘Federal contributions, Federal Civil Defense Admin- 
istration’’ (69 Stat. 240) __- Seeae can ee —80, 512 |_- 

Unobligated balance no longer available aa 654 | 





eke - 
Appropriation _---- a? ee, 025, 000 | “12, 125, 000 | 21, 700, 000 
Proposed supplemental due to. pay increases_________- B ae 362, 000 | bits 
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Obligations by objects 


Object classification 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees- _- 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions__-_- 
Positions other than perms anent. 
Regular pay above 52-week base 
Payment above basic rates___--- 
Other payments for personal serv ic 


Total personal services 
Travel ‘ 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction - 
Other contractual services $ 
Services performed by other agenc ies 
Supplies and materials 
09 Equipment 
13 Refunds, awards, and inde mnities- 
15 Taxes and assessments_----..-..--- 
Unvouchered 


02 
03 
04 
05 
06 
07 


08 


Total, Federal Civil Defense Administration. -....._-_-| 


ALLOCATION TO ATOMIC ENERGY COMMISSION 
07 Other contractual services 


ALLOCATION TO DEPARTMENT OF HEALTH, 
WELFARE 


a pes | 
Total number of permanent positions (commissioned officers, 


Public Health Service) _-- 
Average number of all employees 
Number of employees at end of year_ - 


01 
02 
03 
07 


Personal services: Permanent positions 
Travel_- 

Transportation of things 

Other contractual services 


Total, Department of Health, Education, and Welfare_- 


ALLOCATION TO VETERANS’ AD MINISTRATION 
Total number of permanent positions_---.......-..------ 
Average number of all employees- - - - ‘ 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade ; 
Ungraded positions: Average salary - 
Personal services: 
Permanent positions __ 
Regular pay above 52- week base. 


Total personal services 
Rents and utility services 
Other contractual services 
Supplies and materials 
Taxes and assessments__ 


Total, Veterans’ Administration 


i a : 


EDUCATION, AND | 


1955 actual 


| 1956 estimate 


| 1957 estimate 





1,099 
22 


888 | 


1,045 





G8 8.8 


$4, 139, 237 
129, 567 
18, 091 
71,818 | 
143, 355 
4, 502, 068. 
479, 173 
94, 540 | 
1, 220, 935 
48, 781 
385, 106 | 
608, 492 | 
1, 540, 810 | 
199, 786 | 
128, 277 | 
8, 000 
25, 729 | 
6,000 | 


9, 247, 697 | 





$6, 671 
GS8-9.3 


6, 000, 526 | 


| 


693, 680 


$5, 706, 806 


62, 000 
26, 600 
34, 000 
171, 120 


498, 000 


55, 308 | 


1, 434, 478 | 
60, 135 


635, 278 | 


1,019, 961 


2, 239, 796 | 
185, 983 | 


29, 693 
6, 000 


12, 223, 400 | 


$7, 606, 780 


47, 000 
170, 220 





7, 900, 000 
750, 000 
155, 500 

1, 966, 500 
96, 100 

1, 982, 700 
2, 258, 875 
5, 547, 600 
237, 757 
466, 468 


6, 000 


21, 405, 100 








13 | 
a | 


} 
11 | 


19 
18 
17 





$79, 203 | 

879 | 

2, 069 | 
197 


$201, 000 
800 

2, 700 
500 





82, 348 


174, 000 | 


| 205, 000 














$3, 343 | 
GS-4 | 
$3, 741 


$3, 636 
GS-4 


$4,051 | 


$3, 636 
Gs-4 
$4, 051 





$71, 024 | 
270 | 


$76, 040 | 


$76, 040 





‘Tl, 294 | 
6, 600 
2, 020 

817 


76, 040 
10, 560 
2, 100 
1, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation . , | $10, 025, 000 $12, 125, 000 
Proposed supplement: al due to pay inc reases 362, 000 
Obligated balance brought forward , 245, 7: 2, 314, 215 
Unobligated balance transferred from ‘‘ Federal contributions, 

Federal Civil Defense Administration” (69 Stat. 240) 
Increase in prior year obligations. __- --- ae 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— | 
Out of current authorizations | 8, 146, 761 , 376, 369 
Out of anticipated supplemental appropriation | 300, 000 | 
Out of prior authorizations___- ‘ 867, 947 | , 150, 000 | 


Total expenditures___._.---- ‘ o32 ; 9, 014, 708 , 826, 369 | 
Balance no longer available: | 
Unobligated (expiring for obligation) ; dell 654 | 
Other___-- ‘ weaken wmnen 99, 795 
Obligated balance carried forward_..__-- ‘ ’ aaa 2, 314, 215 


Total expenditures and balances. ----- a 11, 429, 372 


Mr. Tuomas. Mr. Reporter, insert pages 1 and 2 in the record at 
this point. Itdeals with the operations and appropriation and 
shows that you had $11,300,000 plus a supplemental of $825,000 
for this purpose last year and you seek an appropriation of $21, : 
700,000 this year. 

(The pages referred to are as follows: ) 


OPERATIONS, FEDERAL CIVIL DEFENSE ADMINISTRATION 


Operations: For necessary expenses, not otherwise provided for, in carry- 
ing out the provisions of the Federal Civil Defense Act of 1950, as amended 
(50 U. S. C., App. 2251-2297), including services as authorized by section 
15 of the Act of August 2, 1946 (5 U. S. C. 55a); reimbursement of the Civil 
Service Commission for full field investigations of employees occupying po- 
sitions of critical importance from the standpoint of national security; ex- 
penses of attendance at meetings concerned with civil defense functions; 
reimbursement of the General Services Administration for security guard 
services; not to exceed [$5,000] $10,000 for the purchase of newspapers, peri- 
odicals, and teletype news services; and not to exceed $6,000 for emergency 
and extraordinary expenses to be expended under the direction of the Ad- 
ministrator for such purposes as he deems proper, and his determination 
thereon shall be final and conclusive; [$11,300,000] $21,700,000. (Independent 
Offices Appropriation Act of 1956.) 

Appropriated 1956," $12,125,000; estimate 1957, $21,700,000. 


EXPLANATION OF CHANGES IN APPROPRIATION LANGUAGE 


1. In line 9 delete ‘$5,000 and insert in lieu thereof “$10,000” the amount 
of the estimate for the purchase of newspapers, periodicals, and teletype news 
services. Further justification of this item appears in the General Admin- 
istration, portion of this submission. 

2. In line 14 delete “$11,300,000” and insert in lieu thereof ‘$21,700,000" the 
total amount of the estimate for Operations for fiscal year 1957. 


®Includes $825,000 appropriated in the Supplemental Appropriation Act of 1956. 


72350—56—pt. 1 
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Comparative summary of expenses—Operations 








Civil defense planning: 
Personal services 
I a re ow 
Rn tacetsnbo ds 


Civil defense education services: 
Personal services = 
Travel eee 
po ee 


ata 


Operations control services: 
Personal services eas 


Travel eee ae 


All other 


| ES Sean me tener tee, oo ‘ 


Technical advisory services: 
Personal services 
Travel 
All other 


Total. _- 


Field representation: 
Personal services 
Travel__ 

All other 


ee 


Executive direction: 
Personal services 
Travel____-- 

All other 


Total. 


General administration: 
Personal services 
Travel B 
All other____-- 


Total__-_-_- 
Total: 


Personal services 
Travel 


BR iccnankssiski-i 


| 


| 


| 

































































1 Includes research now programed under “Surveys, plans and research.” 

2 Includes $362,000 supplemental for pay increases. 

Mr. Tuomas. What comprises your activities under operations— 

education, servivce operations, control service, technical advisory serv- 

ice, field representation, executive direction, general administration ? 
Governor Prererson. That’s correct, sir. 

Mr. Tuomas. Also civil-defense planning. 


CIVIL-DEFENSE PLANNING 





| | 
rositions| 1955. | positions| 195 |p 1957 
Positions actual Positions | octimate Positions estimate 
26 | $204, 250 | 36 | $263, 952 47 $361, 000 
iaswaes og ee 36, 206 4.535 15, 000 
_ Bea O08 O00 festa Lote iges 
_...| } 1,087, 927 | B23 cond 1 697, 236 |.-.-----.- 376, 000 
113 | 720,025 | 148 | 864, 499 188 | 1, 105, 000 
Std OD aceickenes OT bestecudeoe 60, 000 
AE | COR SES Lica c...t] (ORO ater... 4, 035, 000 
Aes | 1,593,887 |.-.-------| 2,046,982 |...-......] 5, 200,000 
| 
129 | 762,465 | 224 | 1, 255,055 242 1, 455, 850 
J POOR to. oe _%  } eos 90, 
awpie | 2,204,513 |----..--.-] 3, 571,089 |--.-......] 7,404 160 
| ANOS ORE Aaiensdoue PRT hose cas 32 9, 040, 000 
= | er | 
88 | 671, 455 | 145 | 834,361 186 | 1, 283, 000 
43. 133 65, 041 |. 75, 000 
51, 878 12, 400 |..._.. 100, 000 
766, 466 ee Oe Soe tee 2 1, 458, 000 
- 
145 | 1,048, 963 | 296 | 1, 602, 325 383 | 2, 316, 775 
881 OB Ak 291: $00 dec ese. 400, 000 
120, 716 173, 407 | 347, 225 
1, 320, 847, 1, 996, 832 3, 064, 000 
31 211, 607 | 40 | 255, 363 49 | 356, 000 
56, 385 ‘ GiGee feccctesnas 85, 000 
i eee 6,000 |........-- 6, 000 
$74, SRB hesenvn> POG ONS hk cs cs 447, 000 
= ————— =| = — "| — = SS oo 
189 | 883, 303 | 210 | 924, 971 235 | 1,022,375 
56, 732 |-------- EPO A a tog 25, 000 
1,013, 392 |----------| 668, 492 1, 067, 625 
1, 953, 418 |--.------- | 1,617, 684 |... 2, 115, 000 
—= —————> | ——— SS | SS" | —SS as 
721 | 4,502,068 1,099 6,000,526 | 1,330 | 7,900,000 
i. 479, 173 | : 1 A R00 AS. 235. is 750, 000 
ihe actteh i as --..-----| 5,988,474 |.........-| 13,050,000 
_| 10, 104, 858 |......_---| 212,487,000 |_.....---- 21, 700, 000 


Mr. Tuomas. These tables speak for themselves. Your civil-defense 
planning has jumped from 1955, from $204,000 to $263,952 in 1956. 
In 1957, to $361,000. 

Mr. Tuomas. For the education program, it also shows a big jump. 
What about your schools? 


Are you still operating your schools? 
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Governor Prrerson. Yes, sir, and we are expanding the school 
operation. 

Mr. Tuomas. How many do they have now? 

Governor Pererson. The rescue training operation in Olney, Md., 
and the general school operations, which are most of the time at Battle 
Creek. However, we have one that travels, Mr. Chairman, and the 
traveling team that we send out to the universities. We are entering 
into contracts. If we go down and teach the course once, they agree 
to teach it three more times at least. 

Mr. Wacner. Each year. 

Governor Prererson. The school program has been expanded and it 
needs to be expanded further and we are making some real accomplish- 
ments in that area. 

Mr. THomas. nal are your plans for 1957 where you want all this 
increase in money ¢ 

Governor Pererson. Are you referring now to this one, to any or all 
of them ¢ 

Mr. Tuomas. Allof them. You set out here in your original in one 
of your sheets up here which says 

Governor Pererson. We have set forth a justification for each one 
of these increases under each one of these headings that the chairman 
enumerated for the record a while ago, starting out with planning 
and then right straight on down through each one of them we have 
outlined the things that we need to do and want to do in fiscal 1957. 

Mr. Tuomas. Let us set out here in this page and read it into the 
record, 

Plans for fiscal year 1957: The FCD planning activity includes: 
A. Sufficient personnel i in the planning group to allow the completion 
of studies of civil-defense problems within a reasonable period of time 
and to provide the Administrator with recommendations for antici- 
pated problems sufficiently far in advance for him to take necessary 
action. Just what in the world does that general, indefinite, language 
mean? What do you plan to do under it after all? 

Governor Pererson. I could give any number of illustrations in that 
connection. Now, as to one of those, let us take this: It is possible 
that this country and all the world will see developed in the next 
few years an intercontinental ballistic missile capable of carrying a 
nuclear warhead. We have to be watching every phase of that devel- 
opment as carefully as we can in the United States and abroad, doing 
everything we can to become fully informed in that area, because if 
we don’t we might develop civil- defense programs based solely on the 
situation that exists in the world today, as far as enemy weapons and 

capabilities are concerned, and then find that in the next 2 or 3 years 
we had a civil-defense program that was not adequate to the new 
situation. 

So just as the military has to be constantly studying all of these 

various areas with great research projects, we have to do a certain 
amount of it and we don’t know as much as they do. 

Mr. Tuomas. Destruction caused by weapons is not the same type 
of destruction caused by atomic weapons? Destruction is not de- 
struction ? 

Governor Peterson. The destruction would be, I think, pretty much 
the same but our planning to meet the destruction would be totally 
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different. In terms of today’s airplane speeds, for example, it is pos- 
sible for us, with the completion of the early warning line, to evacuate 
these great American cities. We can move hundreds of thousands of 
people out of any American city to places of safety under present con- 
ditions. Relative safety, that is. That is because we assume that 
we will have from 3 to 6 hours of warning time, secured for us by the 
warning system being built by the military. However, if we come into 
the per iod of the intercontinental ballistic missile, this w warning time 
would be eliminated and we would probably have only 15 to 30 minutes 
of warning time transpiring between the time a missile was fired from 
an enemy country and the time it hit on one of our great cities. So 
we dare not, in our planning for the future, overlook the possibility 
that this intercontinental ballistic missile will come into being. We 
must not put all of our eggs into one basket, the basket of evacuation. 
We must be able and ready to take countermeasures to meet the ICBM 
and if the ICBM comes, so far as I know, there are only two things 
we can do in civil defense to save lives. One will be to go underground 
as other people are doing in various parts of the world and, even more 
important, to disperse new industry and scatter out our populations 
across the country. 

That is just one illustration of one area. 

Now, another area that we must constantly be watching in this plan- 
ning function involves this whole business of radioactivity and the 
effect of this radioactiv ity that was fully revealed in 1955. 


RESEARCH FUNCTION OF PLANNING ACTIVITY 


Mr. Tuomas. You are getting over into the research program now, 
aren’t you ? 

Governor Peterson. No, I am not getting into research. I am still 

talking about the planning function. 

Mr. Tuomas. Under your plans for 1957 in the record on page 4, in- 
sert the bottom of that. Let us take a look at that research. 

You might insert the whole page 4. 

Research is r ight above it, and after I read it three times, I still don’t 
know what you are talking about. Your language is very general and 
indefinite. 

(The page 4 referred to is as follows :) 


(c) The research function 

The research group plans, recommends, and implements a comprehensive 
research program in cooperation with the FCDA services. It provides liaison 
and monitorship of the work of contractors and delegate agencies. Many Federal 
agencies conduct research which is of significance for civil-defense purposes. 
Work by the Department of Defense, for example, in the area of chemical war- 
fare or current weapons is reviewed for its application to civil-defense problems. 
The analysis and review of these various projects is a function of the research 
group. It also has the responsibility of interpreting and making available to 
the technical offices of FCDA the results of such research. 


PLANS FOR FISCAL YEAR 1957 


The FCDA planning activity for fiscal year 1957 includes: 

(a) Sufficient personnel in the planning group to allow the completion of 
studies of civil-defense problems within a reasonable period of time and to pro- 
vide the Administrator with recommendations on anticipated problems suffi- 
ciently far in advance for him to take necessary action. 

(b) Necessary expansion of the research group to enable it to execute properly, 
its assigned functions. 
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(c) Provides key FCDA officials with a reliable, accessible source of weapons 
effects data. 

(d) Provision of more frequent analyses of intelligence data. 

(e) Preparation of intelligence policy and planning briefs which explain 
civil-defense problems and their anticipated solutions. 

During fiscal year 1957, emphasis will be placed upon the review of FCDA 
programs and policies to be in effect during fiscal year 1958 and subsequent 
years, with particular attention to anticipated modifications in policy and pro- 
gram necessitated by the threat of intercontinental ballistics missiles. 

Mr. Tuomas. After reading it, do you not concur, Governor? 

Governor Peterson. No, I do not, Mr. Chairman. I think the lan- 
guage is very broad and I would suggest that we have some good peo- 
ple who spend year-round activity in this field, and it is pretty ciffi- 
cult then to fully understand it; and I have discussed this matter. 

Mr. Tuomas. If you have some highly intelligent people who can- 
not understand it, how do you expect this crowd over on this side of the 
table to understand it? 

Governor Perrerson. I don’t think I would concur in the implica- 
tions of that statement, Mr. Chairman. But really these things are 
very, very intricate. However, the various projects are described in 
considerable detail under the he: uding “Detail of Requirements” which 
begins on page 84 of our budget justific: ition. 


CIVIL DEFENSE EDUCATION SERVICES 


Mr. gee As. What about your education, sir? Tell us about that 
in deté $5,200,000. How much do you spend on that, or how much 
did you spend on it last year? 

Governor Prrerson. We are spending this year, $2,046,982. In 
that area, we are asking more than double. The reason for that—— 

Mr. Tuomas. $5,200, 000, Now, you may be limited to one particu- 
lar area here. That is your whole educ: tional program. 

Governor Prrerson. That’s correct, sir. 

Mr. Tuomas. $5.2 million. 

Now, break it down right quick. 

Governor PETERSON. W ell, we want to spend that money in the 
following areas. One, to cre: ate public awareness of the problem be- 
cause you 

Mr. Tuomas. Public awareness, $829,000. 

Go ahead. 

Governor Prererson. The family, at the bottom of page 8. 

Mr. Tuomas. $1,671,000. 

Governor Peterson. To prepare the members of an American fam- 
ily, as a family, to do the things that are necessary for that family 
to do to survive. 

Mr. Tuomas. \s that in your original statement that you are going 
to send out? Is that what you are going to do? 

Governor Pererson. A matter of literature and getting information 
to them to permit them to act as a family. 

Mr. Tuomas. Since the family is the very heart of the American 
way of life, family awareness, family preparedness, and family par- 
ticipation are necessary factors in successful n: ational civil defense. 
But with this thought in mind, what are you going to do? 

Governor Prrerson. We want to develop civil-defense prepared- 
ness at home. Also, protection against fallout. There are three items 
on page 8. There we have a detailed statement that shows just ex- 
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actly the titles of the things we want to prepare, the number we want 
to prepare and the estimated cost. 

Mr. Tuomas. Better put that in the record because this very general 
language certainly does not ring the bell. 

Is this a breakdown of just that one area ? 

Mr. Srarr. No, sir. 

Mr. AirKen. These respective programs. 

Mr. Tuomas. All right. This includes the $5.2 million. 

Governor Prrerson. Yes, sir. 

Mr. Tuomas. Insert this in the record. Public awareness; family 
action, voluntary training, leadership—this all adds up to $5.2 mil- 
lion. That is your total. 

(Information requested is as follows :) 


Education services—Analysis of programs 


| | | 
| Public | u : | Volun- Leader- Emer- 
Total aware- | Family |  teer ship _ gency 
ness | 2¢tHon train- train- | informa- 
|} ing | ing | _ tion 


: —|— -| “Sra: F | 
| 
' 1 i 
01 Personal services-___ -| $1, 105,000 | _- sé bod - bis ct 
02 Travel cae 60, 000 | _- F ii 
03 Transportation of things = | 24, 000 _ 34, 000 St 
| 
; 


06 Printing and reproduction: | 
Booklets... . 650,000 | 100,000 450, ‘ a 100, 000 
Posters __ _- “i | 40, 000 | 12, 000 16,000 | ie. coe 12, 000 
Pamphlets and le aflets. 345,000 | 90,000 | 200,000 | 
Car and window cards_. | 88,000 | 56,000 24,000 |__- 
Promotional printed matter 3 329,750 | 55,000 237, 000 | 
Newspapers and magazines - ,350 | 15,000 | 91,000 | 
Kits 18, 000 | | 12,000 
News letter to clergy s EP A von | ‘Gee 1.... 
Womens program packets-.-- 8, whut 8,000 |. 
Technical manuals....-....-.---} 95, : 
Technical bulletins _ __ wed AaMoos 
Technical reports..........<..--| 5, BE nce Recieeivntenaad 16, 500 
Instructors guides -__-.---- ; sree 25) eee 
Handbooks ue t ibee ce - - 24, 000 
Administrative guides oe cama 
Administrative issuances -_- ess LS i0 eet 
Updating and revision. -_-..-.--} ) BD kuimans’ 70, 000 








Total, 06 





07 Other contractional services: | 
Radio______- se bak 146,000 | 23, 000 | . 500 | 
Television ; a | 400 | 186,000 | 320, 950 
Motion pictures _____-- = 430,000 | 160,000 | 210, 000 
Exhibits j : 36, 000 36, 000 | 
Adaptations. _.__-. 72, 000 72, 000 
Technical training films..._____- 144, 000 | 
Skills training films_-- : 67,000 |_- 
Filmographs ---- peaatine 110, 000 
Graphics and v isual aids____ 40, 000 | 
Contracts with educational 

associations _- p 
Traveling team projects ai 
Renovation staff college__.______| 





Total 07 if 1, 939, 400 | 








08 Supplies and materials: 
Staff college graduate course -- -- 40, 000 
Reproduction supplies SM cenrccers'k ol 
Rescue school supplies_-.-_---..--} 30, 000 | - 








ba RC ee 83, 000 |___- 


09 Equipment: 
Staff college graduate course __ | 50, 000 
Reproduction equipment 12, 000 


Total 09 62, 000 | 








829, 000. ay 671,250 | 777, 250 
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Governor Prrerson. Here is the backup material for all of this 
general language that we have in this book. If we had to put all 
of this backup material in the book, the book would be thicker than 
the budget which the President submitted the other day and I am 
certain that the chairman and the committee would not care to have 
all of that. 

Mr. Tuomas. I want to read one of your sentences in the record 
here on page 9 where you say that surveys indicate that approximately 
84 percent of our adult population has some knowledge of civil de- 
fense. We should now be prepared to stimulate their interest through 
further knowledge and training. 

Governor PETERSON. Knowledge of civil defense means nothing un- 
less they follow through or they carry through to the point that the 
person knows what action to take under given circumstances to sur- 
vive. That is all we are talking about. 

Mr. Tuomas. It doesn’t mean a thing in the world to say that they 
know nothing about it, or about all of it. How much do they know 
about how to take care of themselves in case of an emergency ¢ 

Governor Pererson. That’s right. 

Mr. Tuomas. “Leadership training,” $438,000, “Emergency infor- 
mation,” $319,500. What is that now? The major concern of this 
program is the development of public recognition and understanding 
of means and methods of disseminating emergency civil defense in- 
formation. In an emergency we have a definite responsibility to 
provide authoritative information that will serve to maintain—and 
so forth—that is page 10. How are you going to do all that now? 

Governor Pererson. We are going to do that by carrying on pro- 
grams. We are sending information in booklets and pamphlets again 
and also by getting information to people over the radio and that 
sort of thing. It is the only way that you can do that. 

Mr. Tuomas. Where is the radio item? Let us take a look at 
“Other objects”, page 13. I am talking about the overall “other 
objects”. This is just for your educ sation | program here, $5.2 million. 

Mr. Srarr. In the President’s print. We have not put it in the 
budget. 

Mr. Troms. Why not, gentlemen ? 

Governor Prrerson. It is right here: “Printing and reproduction,’ 
$385,106 for 1955. For 1956, it is higher and this year Jumps up to 
$1,982,700. That is three times what it was last year 

Mr. THom AS. Getting back to this item right onl “Emergency 
information,” what part of it is printing? All of it? Ninty percent 
of it? 

Mr. Srarr. $100,000 for booklets; $12,000 for posters; $55,000 for 
pamphlets and leaflets; $8,000 for car window and window stickers. 
It is on the one that you submitted in the record there. 

Mr. Tromas. The travel bill jumps up from $498,000 in 1956 to 
$750,000 in 1957. 


OPERATIONS CONTROL SERVICE 


_ We had better take a look at this “Operations control services,” 
$9,040,000 on page 14. What does this mean? Tactical and logistic 
guidance before an attack, communications facilities during and : ‘after 
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attack, and coordination of civil defense recovery efforts following 
attack; what does that all mean? “Operations control services.” 

Governor Prrerson. In “Operations control” we maintain the 
communications system clear across America. That is necessary for 
us to transfer information from the Air Force in the event of attack 
upon the United States to the people of America. That means that 
all of our communications networks, and we have several networks as 
set forth here in detail, in the material following page 14, all of those 
networks and all of that material is incorporated in this section and 
under this division. 

In addition, this is the part of our organization that assembles the 
information that comes in over these communication systems to pro- 
vide a summary of the situation that faces America at any given time. 

Mr. Tuomas. Let me read your own language in there. It is on 
page 14. Specifically the 1957 appropriation request for “Operations 
control services” provides equipment and facilities for increased op- 
erating capacity through: (1) additions to the existing emergency 
appari atus staff to prov vide a nucleas of re: udy-trained, full-time de- 
fense controller personnel; (2) increased communications, including 
development of methods of indoor warning, improvements of outdoor 
warning. Can you beat Ma Bell, and the radio and the telegraph 
and television? Expansion—if you are going to buy all of that 

Governor Prererson. That isn’t what we are intending. 

Mr. Tuomas. We cannot print enough money for it. 

Governor Prrerson. We are talking here about the siren system. 

Mr. Tuomas. Obtaining additional warehouse facilities for storage 
of emergency supplies at strategic locations. You only ask $5,350 000 
further on for warehouse rent. 

Now, is this in addition to that $5,300,000 ? 

Governor Prerrrson. This is operations control services which han- 
dles that warehousing problem of ours. It is part of this division. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Now, how much equipment and facilities are you 
going to buy out of this $9 million and what is the nature of it? 

Mr. Srarr. Equipment, sir, is $334,843. That is the 09 classifica- 
tion. 

Mr. Tuomas. How much for salaries? 

Mr. Srarr. There is $1,455,850 for salaries; $90,000 for travel ; com- 
munications, $1,653,500; rents, utilities, $7 600; and other contractual 
services, $5,429,375. 

Mr. Tuomas. Whereabouts is this breakdown ? 

Governor Pererson. Page 29, sir. 

The big item in the $9 million is a $3.1 million increase in ware- 
housing costs. 

Mr. Tuomas. In addition to the $5,350,000. 

Governor Prrerson. No, sir, the $5,350,000 includes the $3.1 mil- 
lion warehousing increase. 

Mr. Srarr. Increase in w: arehousing is $3.1 million. The $5,350,000 
is the total request for 1957 for w arehousing. 

The increase over 1956 is approximately $3.1 million. 

Governor Pererson. That’s right, $3.1. 

Mr. Srarr. That is included in 07 on page 29. 
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Mr. Tuomas. I am afraid you might be a little mixed up there. If 
you are not, Iam. Let me straighten this out and then we will go 
tothe other. 

Communication services, $1,653,500 against $1,222,550. Mr. Re- 
porter, insert page 29 in the record at this point. That is the break- 
down. 

(P. 29 referred to is as follows :) 


FrepERAL Civit DEFENSE ADMINISTRATION OPERATIONS 
Summary of obligations by object class 
| Actual fiscal year Estimate fiscal year Estimate fiscal year 


| 1955 | 1956 | 1957 
Object class 


| Positions| Amount | Positions}; Amount | Positions) Amount 
| 


01 Personal services..........-..- al p! 5762, 465 | 224 | $1, 255,055 | 24: $1, 455, 850 
02 Travel 50, 803 | 61, 357 , 000 
03 Transportation of things : 9, 409 |... iia cmt aiaieg 

04 Communication services........|.........- Cae tence <e , 222, 550 , 653, 500 
05 Rents and utilities__ Oe Ridaweiessa 00 |.- 7, 600 
06 Printing and reproduction. _----|- ta ca = alt : 
07 Other contractual services : 224, 787 | _| 2, 261, 934 | . 5, 429, 375 
08 Supplies and materials kg ees 47, ; 8, 832 
OD DGG crdiindandincevinsas-. PR AE hicacectided 29, 76 334, 843 


Total 33 | 4, 887, 45 , 040, 000 
| | 


Includes a $2 unobligated balance from a transfer to Veterans’ Administration. 
WAREHOUSING EXPENSE 


Mr. Tuomas. “Other contractual services,” $5,429,375. What is 
that comprised of ? 

Mr. Srarr. That is comprised of warehousing, except for $79,375 
which is miscellaneous, other contractual services. 

Mr. Tuomas. This is all warehousing now ¢ 

Mr. Starr. All warehousing except $79,375. 

Mr. THomas. $5,350,000 4 

Mr. Srarr. Yes, sir. 

Mr. Tuomas. You say that is the same as 

Mr. Srarr. This is a summary of our operations control-services 
program, sir. 

Mr. Tuomas. Let’s look at “Emergency supplies and equipment.” 

Mr. Arrken. Page 29 is the summary of the pages between 14 
and 28. 

Mr. Tuomas. Insert the page beginning with “Warehousing costs,” 
at the bottom of page 23 through 24, which gives a justification and a 
breakdown of warehousing which shows, among other things, you will 
have at the end of 1957, 3,616,000 feet of warehouse space costing all 
the way up to $1.66 per square foot for a 50,000 square foot warehouse, 
but that, you say, includes operations. 

Insert the last two paragraphs on the bottom of page 22, which reads 
as follows: 

At the beginning of 1956, there were 20 existing warehouses with a gross square 
footage of 1,796,000 square feet and 16 additional are to be activated during that 


fiscal year to provide 800,000 additional gross square feet. These 36 locations 
provide a total of 2,596,000 gross square feet of storage space— 


and will that cost you approximately $165,000 ? 
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Governor Prrrerson. No, sir; approximately $165 million worth of 
medical supplies and equipment will have been procured through fiscal 
year 1956 for storage within this warehouse system. 

Mr. Tuomas. While we are ori warehouses here, we had better put 
the other in. You have $165 million worth of medical supplies and 
equipment on hand at the end of 1957? 

Governor Prererson. 1956. 

Mr. Tuomas. At the end of 1956 and you are seeking what, $64 
million ? 

Mr. Starr. $64 million for 1957. That is on page 70. 

(Pp. 22, 23, and 24 of the justifications referred to follow :) 


FEDERAL CIvIL DEFENSE ADMINISTRATION OPERATIONS 


WAREHOUSING OF EMERGENCY SUPPLIES AND EQUIPMENT, $5,350,000 


General Statement 


FCDA storage and warehousing program is based on the plan to stockpile 
Federal reserves of medical supplies and equipment for the treatment of surviv- 
ing casualties after attack. Such medical supplies and equipment are stategically 
located in support of critical target areas and are so maintained as to be available 
for immediate shipment in functional units or bulk quantities to the points of use. 

Warehouses activated prior to fiscal year 1955 were located so as to be free of 
probable blast and thermal damage only in relation to the dimensions of weapons 
developed up to.that time. Since the factor of raidoactive fallout has been 
added, newly activated warehouses are being located with a view to spreading 
the risk by using smaller warehouses and where possible placing warehouses in 
areas relatively free from fallout. In several areas, because of the blanket 
nature of the projected fallout patterns, it will be necessary to take calculated 
r'sks in locating warehouses. In this respect greater dispersal of stockpiles is 
being attained by limiting activations to approximately 50,000 gross square feet 
and thereby increasing the number of warehouses needed. In addition to the 
smaller 50,000-square-foot warehouses, a planned program for placing unitized 
equipment into “drop” locations of 15,000 square feet, or less, will be vigorously 
pursued. Where possible Government-owned space in public buildings at scat- 
tered locations outside the vulnerable urban districts will be utilized for these 
drops. 


Warehouse program, fiscal year 1956 

At the beginning of 1956 there were 20 existing warehouses with a gross 
square footage of 1,796,000 square feet and 16 additional are to be activated 
during that fiscal year to provide 800,000 additional gross square feet. These 
36 locations provide a total of 2,596,000 gross square feet of storage space. 
Some 130,000 square feet of additional space in the 15,000 square-foot category 
mentioned above have also been secured from various Government agencies 
near critical target areas for storage of unitized medical supplies which will 
be available for immediate issue and use in an emergency. Approximately 
$165 million worth of medical supplies and equipment will have been procured 
through fiscal year 1956 for storage within this warehouse system. 

New warehouse acquisitions 

Supplies and equipment proposed for procurement during fiscal year 1957 
in the amount of $64 million will require some 850,000 gross square feet of 
additional storage space. In accordance with the policy of dispersal, 17 new 
warehouses of approximately 50,000 square feet each will be activated to receive 
this material. In addition, concerted efforts will be made to secure additional 
space in “drop” locations, as previously described and a new program of pre- 
positioning hospital units and other medical supplies at points of intended use 
will be underway in the fiscal year. 

Since it is difficult to predict when and where this space will materialize, no 
increases or decreases have been estimated for space at drop locations, nor for 
prepositioning medical supplies. It is necessary that other space be financed in 
the event that these locations do not develop. 


Strategic relocation of stockpiles 


A total of 14 warehouses will be activated to receive supplies from active 
warehouses where overconcentrations exist or where existing locations are no 
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longer suitable from a strategic standpoint. These new acquisitions will be offset 
to a degree by the complete deactivation of 3 existing warehouses and the partial 
deactivation of 2 other warehouses, so that a net gain of 11 warehouses for this 
purpose will result. This program will be undertaken by releasing part or all 
of the space at certain existing locations and relocating the material at these 
locations into other warehouses. This program for relocation of stockpiles was 
begun during fiscal year 1956. There is some possibility that several of the 
relocation actions estimated for fiscal year 1957 may materialize late in fiscal 
year 1956. These involve relocating all of the stocks now at the Gilbertville, 
Mass., facility and most of the stocks at the Somerville, N. J.,location, to other 
warehouses offering better strategic advantage and/or greater operational 
capability. These actions are dependent upon finding substitute space and 
developing adequate funding arrangements from current year appropriations 
available to this agency and to the General Services Administration. 

Proposed warehouse locations will be continuously reviewed in the light of 
latest information developed on forecasting fallout to assure that stockpiled 
materials are located in the least vulnerable areas, consistent with proximity to 
areas of expected need. 


Warehousing costs 

The increase in the cost of warehouse operations estimated for fiscal year 1957 
as compared to previous years is attributable to a number of conditions. The 
reduction in the square footage of new warehouse acquisitions and the contingent 
requirement of increasing the total number of warehouses to 64 by the end of 
fiscal year 1957, necessitate additional staffs, equipment, and other indispensable 
operating needs. In addition because strategic requirements rule out many 
otherwise acceptable locations FCDA will be required to enter into construction- 
lease agreements to acquire space needed in relatively isolated areas. Unit 
rentals on newly constructed warehouses will generally exceed those of existing 
facilities which are available on the real-estate market. This will generate an 
additional cost to the agency; approximately 300,000 square feet of space, pre- 
sently rent free, will need to be procured in order to disperse to more strategic 
Jocations. 

During previous years, FCDA has been able to procure pallets and warehouse 
equipment at reduced prices as excess Government property. For example, 
during fiscal year 1955, sufficient generators and refrigerator equipment were 
acquired in this manner to equip all FCDA warehouses in existence at that time. 
These economies may not be possible during the coming fiscal year since equip- 
ment items declared excess to date by other Government agencies have already 
been reviewed. In like manner, available federally owned warehouse space has 
been continuously screened, and those facilities meeting FCDA criteria are 
being used. Additional acceptable excess equipment and space may not develop. 

The following table summarizes the warehousing costs estimated for fiscal 
year 1957. The rates per square foot developed for estimating purposes have, 
for existing warehouses, been based on current cost experience of $0.37 per 
square foot per year for Government-owned space and $1.04 per square foot 
per year for leased space. New warehouse acquisitions in fiscal years 1956 
and 1957 are estimated at $1.66 per square foot per year for a 50,000 square-foot 
warehouse. These rates include annual rental costs and the other charges 
involved in operating and maintaining a warehouse as a unit, including an 
administrative assessment levied by the General Services Administration and 
other agencies. They exclude activation costs required to put the warehouses 
on a going basis—fork lifts, pallets, refrigeration equipment, standby power 
equipment, etc. These costs are estimated at $32,000 per warehouse. 

The warehousing plans discussed above will provide a total of 3,616,000 gross 
square feet of warehouse space at 64 locations through fiscal year 1957. 


Breakdown of estimate 


1956 warehousing costs (part year) $2, 211, 434 
Add additional costs to convert to full-year occupancy 461, 200 


1957 base costs 2, 672, 634 
Additional costs for 1957: 
17 warehouses for new procurement 1, 602, 250 
14 warehouses for strategic relocations 1, 319, 500 
Less savings from deactivated warehouses 


1957 warehousing costs 
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FEDERAL CONTRIBUTIONS 


Program and financing 
































| 1955 actual | 1956 estimate | 1957 estimate 
nit et Oe OL att PErd WEAtT Wis i> Faceelll acth: tnstmvelitem ienuad ; S 
Program by activities: | 
1. Attack warning-__- ; ; $1, 189,483 | $1, 500, 000 $1, 700, 000 
2. Communications__--. - pets bina si el 1, 858, 953 3, 450, 000 4, 650, 000 
3. Public safety services - -- as : 176, 994 | 1, 500, 000 1, 600, 000 
4. Medical supplies ane suelpans Re as | 345, 944 | 3, 150, 000 2, 000, 000 
5. Education services. -- ; = . 7 j ot 339, 919 | 3, 500, 000 2, 800, 000 
6. Mass care equipment sein gen 43, 758 1, 500, 000 | 700, 000 
7. Engineering equipment and supplies ; : ‘ 57, 384 | 1, 230, 000 | 1, 000, 000 
8. Construction and general equipment__-_--- 1, 350, 000 | 4, 200, 000 
Total obligations__............- CS Svea et dare. | 4,012,435 | 17,180,000 18, 650, 000 
Financing: 
Unobligated balance brought forward___-_- | | —9, 177,048 | —4, 397, 048 
Unobligated balance of reappropriation ‘transferred to | | 
‘Operations, Federal Civil Defense Administration’’ | | 
(69 Stat. 240) __- 80, 512 | ; bite 4 
Unobligated balance carried forward eke ‘ aa 9, 177, 048 4, 397, 048 | 3 747, 048 
Unobligated balance no longer available : 30, 005 | |- . os 
Appropriation -_ -_--_- Riss Si as ire oe cee cy BE 000, 000 12, “400, 000 | “17, 000, 000 
SPE EET ED AER le eae 1, 300, 000 |------ ae ail 
Obligations by objects 
11 Grants, subsidies, and contributions: 
NI not es gag cata ect gece ea can Leese oe a ae ee _ $4, 012, 435 
neritic ee a ms eed etc i ee pi ge OER ST IPS e) 17, 180, 000 
BND abies erecta gt talaga Ae ersten ee es ne ote ata ai Ue 18, 650, 000 
Budget authorizations, expenditures and balances 
| 1955 actual | 1956 estimate | 1957 estimate 
BUDGET AUTHORIZATIONS AVAILABLE | 
| 
Appropriation. _-.--- saan eben sate on $12, 000, 000 | $12, 400,000 | $17, 000, 000 
Re appropriation of prior yes ar balance. ushpuasasse hae EON Fons tos ule ccdosvanadesovers 
Balance brought forward | } 
SIDE. canis time iid indies etiidorysntureewo=apetpeintenenee shh (i: MON | 4, 397, 048 
RE tasiscntrsesecegritbirstirememsereensaies-nvgl, RE 1. nn 9, 845, 972 
sasesiantnaeall acriemstall ade inal sihsinteditancalclid 
Total budget authorizations available__.............--- | 28, 763, 951 P 28, , 486, 020 31, 243, 020 
EXPENDITURES AND BALANCES na ng 
Expenditures— | | 
Out of current authorizations. __.._..__- \ 10. 470. 971 lf 2,590,000 | 3, 750, 000 
Out of prior authorizations___. j een t 11, 653, 000 | 9, 650, 000 
Te ee oo  dncteslnccx j 10, 470, 971 14, 243, 000 | 13, 400, 000 
Unobligated balance transferred to ‘‘Operations, F ederal Civil 
Defense Administration” (69 Stat. 240)..........---- ‘ 80, 512 | ee ee ee 
Balance no longer available: | 
Unobligated (expiring for obligation) -..._......--- mil OR SOE hein 0 <nisicenis) sts sknekpospacen 
Se ae Rc cet nd eet tie adunebaatemedbded DED Dintittinnchecrlantnmananesiaei 
Balance carried forward: 
EOL 1252 oh) alidaslo vena anew noma 9, 177, 048 4, 397, 048 | 2, 747, 048 
SEES SEE a kiss oe £ dicbactunal ideaial 6, 908, 972 | 9, 845, 972 | 15, 095, e723 
Total expenditures and balances. sli Seatac -| 28, 763, 98 51 28, 486, 020 31, 243, 020 


Mr. Tuomas. Let’s look at the Federal contributions. 
Mr. Reporter, insert page 50 into the record. 
(Page 50 of the justification follows :) 


FEDERAL CONTRIBUTIONS, FEDERAL CIVIL DEFENSE ADMINISTRATION 


Federal contributions: For financial contributions to the States, not other- 
wise provided for, pursuant to subsection (i) of section 201 of the Federal Civil 
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Defense Act of 1950, as amended, to be equally matched with State funds, 
[$12,400,000] $17,000,000 to remain available until June 30, [1957] 1958. (In- 
dependent Offices Appropriation Act of 1956.) 

Appropriated 1956, $12,400,000; estimate 1957, $17,000,000. 


EXPLANATION OF CHANGES IN APPROPRIATION LANGUAGE 


1. In line 4 delete “$12,400,000” and insert in lieu thereof “$17,000,000” the 
amount being requested. 


mere 


2. In line 5 delete “1957” and insert in lieu thereof “1958” the date on which 
availability of funds will be terminated. 


Mr. Tuomas. You are re uesting $17 million this year against 
| “ ’ S 
$12.4 million last year. 


SUMMARY OF PROGRAM 


Insert page 51 in the record at this point, which gives a breakdown 
of your program. 
(Page 51 of the justification follows :) 


Federal contributions, Federal Civil Defense Administration, summary of program 


- 


1955 actual | 1956 estimate 1957 estimate 


Program by activities: 
1. Attack warning--_-..-.-~-- Sienna , 7 $1, 189, 483 $1, 500, 000 , 700, 000 

2. Communications ; | 1, 858, 953 3, 450, 000 , 650, 000 

3. Public safety services 176, 994 1, 500, 000 , 600, 000 

. Medical supplies and equipment. 345, 944 3, 150, 000 | 2, 000, 000 

. Education serviees ; 339, 919 3, 500, 000 2, 800, 000 

3. Mass care equipment | 43, 758 | 1, 500, 000 700, 000 

. Engineering equipment and supplies 57, 384 | 1, 230, 000 | , 000, 000 

. Construction and general equipment. ais | 1, 350, 000 | , 200, 000 


Total obligations... -_-- Foddto ; 4,012,435 | 17, 180, 000 , 650, 000 
Financing: | 
Unobligated balance brought forward | —9, 177, 048 4, 397, 048 
Unobligated balance of reappropriation transferred to 
“Operations, Federal Civil Defense Administration” 
(69 Stat. 240) 80, 512 ; : 
Unobligated balance carried forward 9, 177, 048 | 4, 397, 048 2, 747, 048 
Unobligated balance no longer available 30, 005 | 








Appropriation ; ia ; | 12, 000, 000 | 12, 400, 000 | 7, 000 
Reappropriation.--_- Led ell 1, 300, 000 |__. j ; a" 


ATTACK WARNING ACTIVITY 


Mr. Tromas. Attack warning. Is this equipment, mainly? 
Mr. Prrerson. All of it is equipment. 
Mr. Tuomas. $1.7 million this year against $1.5 million last year. 


ANALYSIS OF APPROPRIATIONS AND OBLIGATIONS 


Public safety devices: How much has been appropriated, to date, 
on a matching basis? This is a contribution. Do you have that 
figure available? 

Mr. Arrken. $73.6 million. 

Mr. Tuomas. $73.6 million. That is the total appropriation today. 

Your fund of $12.4 million was appropriated last year. How 
much has been matched to date? 

Mr. Srarr. $94,980. That appropriation has 2-year availability, 
through June 30, 1957. 
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Mr. THomas. I understand there is a time lag. Well, it is not 
necessarily 2 years. 

Mr. Srarr. Not necessarily. 

Mr. Tomas. It can be longer than that. What is the limitation 
period ? 

Mr. Arrken. June 30, 1957. 

Mr. Tuomas. It is 2 years specifically stated. It is until a specific 
date, June 30, 1957. About one-twelfth of it has been allocated ? 

Mr. Srarr. Of the 1955 appropriation $10,483,832 is obligated, and 
we have applications pending amounting to $3,676,000 which is in 
addition to the $10 million I mentioned. 

Mr. Tuomas. That is for 1955, did you say ? 

Mr. Srarr. Yes. 

Mr. Tuomas. You have 1 reruente of about $13 million. How much 
money have you to match it with? 

Mr. Srarr. We have obligations and requests pending for about 
14.2 million. 

Mr. THomas. You had $12.4 million last year. What did you have 
in 1955? 

Mr. Srarr. This is against 1955-56 funds. We have about $12 mil- 
lion av ailable at the moment. 

Mr. Srarr. We are asking for $17 million for fiscal year 1957. We 
ati $13.3 million appropriated in the previous year and 12.4 last 
yea 

Mr. Tuomas. Against that, how much have you matched? 

Mr. Starr. We have obligated $10,483,000 and have pending $3,- 
676,000. 

Mr. Tuomas. You have a surplus of about $12 million then. 

Mr. Starr. Yes. 

Mr. Tuomas. And you are seeking $17 million. That is $30 million 
in round figures, carryover. 

Mr. Pererson. We constantly have a time lag here, Mr. Chairman. 
Right now there is a strong demand on the part of the States and 
cities for this money and it is our feeling we will need the money we 
are requesting to meet the needs of the States and cities in this area, 
through fiscal year 1957. 

Mr. Tuomas. W ell, you have a time lag there but maybe you have 
a little too much money on hand, Governor. You ought to have what 
you need, but you don’t want it kicking around. 

Turn to your last year’s hearings. You have a table in it and you 


bring it forward every year. Would you bring it up to date this year 


with your activity. It is at the bottom of page 437. 





Oy 


Re 
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(The information requested follows.) 


Analysis of appropriations as of Dec. 31, 1955 


| Fiscal year 1956 Fiscal year 1955 
| Fiscal year ee . fa Fiseal year 
Appropriation and activity | 1957 1954 ex 

request Obliga- Expendi- Obliga- Expendi- | penditures 


| 
tions tures tions tures 
| 


Operations appropriation: 
Civil-defense planning....| $376, 000 $131, 605 $115, 505 $202, 955 $224, 683 
Research - - ha ‘ 0 269, 759 1, 459 1, 002, 242 7 348, 010 
Civil-defense education | 

services ok A 5, 200, 000 1, 055, 115 525, 510 1, 565, 607 1, 176, 005 
Orerations control services_| 9, 040, 000 3, 384, 933 2, 464, 328 3, 099, 609 3, 2 571, 743 
Technical advisory serv- 

a aioe kine Aaeettnetnies 1, 458, 000 448, 343 412, 471 720, 531 5, 865, 769 
Field representation - - _. 3, 064, 000 | 905, 870 712, 117 1, 301, 396 : , 184, 715 
Executive direction (Ad- | 

ministrator’s Office and | 

General Counsel) .| 447, 000 177, 611 148, 035 245, 624 236, 890 
General administration...| 2, 115, 000 988, 597 649, 872 2, 045, 713 : L , 315, 


Total.- 21, 700, 000 7, 361, 833 5, 029, 297 | 10, 183, 677 , 512, , 923, 
Reserve by Bureau of the 
Budget: 
Unobligated balance -. 0 4, 763, 167 0 81, 398 0 
Unexpended balance -- 0 5 7, 095, 703 0 753, 017 


Funds available - 21, 700, 000 | 12,125,000 | 12, 125,000 |! 10, 265, 075 35, O75 
Total all appropriations. 123, 200, 000 | 39, 132, 137 7, 272, 906 | 46, 458, 633 5, 288, 452 
Reserve by Bureau of the | 
Budget. _- ie 0 0 0 0 0 0 
Unobligated balance -_-__- 0 | 29, 542, 863 0 3, 025, 930 0 0 
Unexpended balance---- 0 0 | 61, 402, 094 0 | 24,196, 111 5, 887, 389 


Funds available. _.._... | 123, 200, 000 | 68, 675,000 | 68,675,000 | 49, 484, 563 | 49, 484, 56: 5, 225, 000 


1 Fiscal year 1955 includes industry donations in the amount of $159,563 reapportioned. 
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Anatyeis of appropriations as of Dec. 31, 1955 


Fiscal year 1956 Fiscal year 1955 


— faded techies iit he _| Fiseal 
Fiscal year | year 1954 


ropriati and acti 2 . 
Appropriation and activity yet > Expendi- | expendi- 
1 tures tures 
(advances) 


Obliga- | Expendi- 
tions tures | 


Obliga- 
tions 


Salaries and expenses, civil defense 
functions of Federal agencies 

Housing and Home Finance | 

Agency | $600, 25, 000 25, 000 
Department of Agriculture | 540, 0 0 
Department of Commerce | 700, 90, 000 | 90, 000 
Department of HE W | 3, 490, , 200,000 ; 1, 200, 000 
Department of Interior 110, 20, 000 20, 000 | 
Department of Justice 100, | 0 0 
Department of Labor 5 460, 15, 000 55, 000 


6, 000, , 500, 000 , 500, 000 | 
Reserve by Bureau of the Budget | 
Unobligated balance 0 | 
Unexpended balance _-_- 0 | 


Funds available | 6, 000, , 500, | 1, 500, 000 


Surveys, plans and research 
Surveys and plans 10, 000, 355, 957 | 33, 564 | 
Research. ......- 4, 500, 000 315, 512 | 37, 500 | 


14, 500, 000 971, 466 221, 064 

Reserve by Bureau of the Budget 
Unobligated balance 0 | 9,028, 5¢ 0 
Unexpended balance 0 9, 778, 936 


Funds available 500, 000 | 10, 000, 000 10, 000, 


Frperan CONTRIBUTION 


Mr. Srarr. In the first year of 1955-56 availability we only obli- 
gated $4 million. However, in the last 6 months we have obligated 
some $6.5 million. 

Mr. THomas. Put whatever you like in the record on that. 

Mr. Pererson. One thing we do try to do that I know you would 
want us to do. We try ‘ see that these obligations under this pro- 
gram are on as sound a lasis as possible, to. protect the taxpayers’ 
interest in this money ‘cal try to get the maximum for the dollar 
spent. We also try to see that some of this money gets into every 
one of the States and areas where it is needed so that it doesn’t all go 
into one place. If we wanted to, we could put all this money in C ali- 
fornia and New York, I imagine, but we try to spread this. 


SUMMARY OF PROGRAMS 


Mr. THomas. Governor, let’s take these eight categories here, where 
you break down your money. Now, this is broad language and one 
item could fit a half dozen different classifications. Now, you put the 
information here in the body here. Will you pull that all together 
and under this big heading here, break it down with the amount of 
money you paid for each one, see. These classifications for 1955 and 
1956. Do I make myself clear? Rescue equipment vehicles, $700 00. 
Spell it out. List them in a table form under your broad heads, d n't 
you see, and then they don’t have to use their imagination on what 
you mean by “Police safety services,” or “Attack, warning, engineers 
and equipment supplies.” Spell out what they are with ‘the amount 
of dollars for the 3 years, 1955, 1956, and 1957. This is a pretty 


72350—56—pt. 1——-138 
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goodexample. Rescue equipment and vehicles, $700,000. Light weight 
trucks and trailers, then you have tools, then you have chain saws 
acetylene torches, and so forth. 

(The information requested is as follows :) 


? 


FEDERAL CONTRIBUTIONS 


Summary of programs 


























| 1955 | 1956 | 1957 
Attack warning: 
Warning services and interior warning systems - -- $952, 676 $600, 000 $300, 000 
Recurring costs (warning service systems) and recurring 
costs (alerting services from key points down) Suninpanae 236, 807 400, 000 450, 000 
Voice sound systems..- ; . 0 0 700, 000 
EE ES. 65 Sinicinine cot enersmene i mmnkibign maeaadeon san 0 0 50, 000 
Total attack warning. ....-..-.-..--- haipilonipsiostans 1,189,483 | — 1, 000, 000 | 1, 500, 000 
Communications system: ; | 2 
Radio communications equipment and installation - -- 1, 643, 601 | 1, 700, 000 | 2, 200, 000 
Recurring costs - - - : 215, 352 | 250, 000 | 300, 000 
Mobile communications centers 10 200, 000 450, 000 
Evacuation traffic control communications____._.-......--| 0 | 0 1, 500, 000 
Total communications system. --......---- Somes 1, 858, 953 | 2, 150, 000 | 4, 450, 000 
Public safety services: tq 
Lightweight trucks--- — 46, 450 | 360, 000 300, 000 
Heavy trucks... .- 89, 600 | 495, 000 | 250, 000 
Tool kits 40, 944 | 145, 000 150, 000 
Auxiliary police equipment 0 0} 700, 000 
Total public safety services - -- 176, 994 1, 000, 000 1, 400, 000 
Medical supplies and equipment: | 
Casualty services - - 270, 944 1, 300, 000 785, 000 
Blood program 21, 000 200, 000 | 150, 000 
Chemical warfare defense 25, 000 350, 000 | 360, 000 
Radiological defense equipment __. 29, 000 | 300, 000 | 405, 000 
Total medical supplies and equipment. 345, 944 2, 150, 000 | 1, 700, 000 
Education services: | 
Training and education courses 4 ; 131, 919 740, 000 | 1, 100, 000 
Test exercises 15, 000 510, 000 400, 000 
Public education . “ i 193, 000 | 1, 250, 000 | 1, 000, 000 
Total education services-.- . deta ve 339, 919 2, 500, 000 | 2, 500, 000 
Mass care equipment: 
Emergency feeding- --- ; — 14, 450 | 260, 000 | 175, 000 
Bedding. 23,758 | 720, 000 300, 000 
Registration ___- bd ‘ phew bag 5, 550 20, 000 | 25, 000 
Total mass care equipment --- bbws shee 43, 758 1, 000, 000 | 
Engineering equipment and supplies: 
Pipes and fittings , 600 0 | 220, 000 
Waterworks pumps 0 0 | 80, 000 
Water purification units and chlorinators _ - 21, 784 0 | 60, 000 
Portable generators - 35, 000 1, 250, 000 | 60, 000 
Tool kits 0 0 | 30, 000 
Street and highway signs--- ; dd 0 | 0 | 300, 000 
Total engineering equipment and supplies 57, 384 1, 250, 000 | 750, 000 
Construction and general equipment: | 
Control center construction i 20 1, 350, 000 2, 750, 000 
Training center construction ; 0 0 1, 150, 000 
General equipment - _- 5 0 0 300, 000 
Total construction and general equipment ‘: 0 1, 350, 000 4, 200, 000 
Total Federal contributions ‘ 4, 012, 435 12, 400, 000 17, 000, 000 


1 Mobile communications centers for fiseal year 1955 were included in radio communications equipment. 
? Control center construction for fiscal year 1955 was included in radio communications equipment. 
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Mr. Tuomas. In looking at some of these items, gentlemen, it would 
appear that you are helping the cities to run the street and bridge 
department. You are using standard equipment that they use all 
week long. If they are going to have to have it, they will have to buy 
it if you don’t buy it for them. It should be in the record in no 
uncertain terms that these people are not letting this equipment stand 
idle altogether. 

Mr. Prererson. When we help finance one of these trucks—— 

Mr. Tuomas. They are using it every day, aren’t they ¢ 

Mr. Pererson. No. We insist it be ready for emergency use at any 
time of the day or night. 

Mr. Tuomas. But they are still using it. 

Mr. Pererson. They are used in all emergencies of every kind in 
the community. 

Mr. Tuomas. Isn’t it used in the ordinary operation and mainte- 
nance of the cities ? 

Mr. Pererson. No, sir. 

Mr. Txomas. Are you sure about it? How much policing do you 
do on it? If the cities tell you they are doing that, I guess you have 
to believe them, don’t you ? 

Mr. Arrxen. They are still equipped, though. We have had appli- 
cations like this and we have turned them down for that very reason. 

Mr. Pererson. I think the Chairman is right, there probably are 
some violations some place, but we do maintain a scrutiny on a spot- 
check basis. 

Mr. TxHomas. Now, if there is a city that needs a lot of this equip- 
ment and sees them sitting out there rusting and not being main- 
tained, it would be a hard proposition not to use them, wouldn’t it? 

Mr. Pererson. Yes; but I don’t believe we have had any really 
serious violations in the utilization of this equipment. 

Mr. Tromas. You understand what we would like to have in the 
record? Will you spell that out? 


PURCHASE OF HELICOPTERS 


We were reading about some helicopters this morning. How many 
helicopters are you going to buy under this program? — : 

Mr. Prererson. We haven’t bought any, as a matter of fact. 

Mr. Tuomas. You have a request in here for them, though. 

Mr. Pererson. That is right. Fifteen is what we have in here. 
You cannot overestimate the value of the helicopter in civil-defense 
activities. 
~Mr. Tuomas. What are they going to cost you apiece? 

Mr. Prrerson. That is a variable. 

_ Mr. Tuomas. If you have $300,000, you are not going to buy 15 
for that amount. 

Mr. Pererson. That is half the cost. We match 50 percent of the 
cost. 

Mr. Tuomas. That won’t do it,either. This is a matching program. 
_ Mr. Pererson. Depending on the kind you get, you can buy them 
for from $40,000 to $50,000. ' 

Mr. Tuomas. Are they that cheap ? 

Mr. Pererson. That is right. One of the big manufacturers is 
one In your state, Bell Aircraft right outside of Dallas. 
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There are versions that will carry 4 people in the seats and cost 
about $50,000. 

In this disaster that we have just gone through in California, the 
helicopter saved 375 lives, picking people out of trees and off the 
tops of homes and buildings. ° 

Now, we are not interested in them alone from that standpoint. 
We are interested in them from several other standpoints. One 
would be in radiological monitoring. After one of these damnable 
bombs has gone off and this radioactive material is descending over 
the country, there will be nothing that will permit us to monitor from 
the air, better than a helicopter. In addition to that we intend to 
use them in directing traffic in the evacuation of these great cities. 
They have a tremendous number of uses. We think it will be a fine 
addition to our program. Iam only a little bit dubious about whether 
the States and cities will buy them. If they don’t buy them they 
can’t be of any help. 

Mr. Tuomas. I recall several years ago—to be exact, 1938, 4 or 5 
of us were working on Navy appropriations. They brought in 
Piasecki. He comes in with his helicopters and we got the Navy 
over there. They didn’t originate it because it wasn’t any good. But 
see what they are doing now. They held a demonstration. The 
committee urged the Navy to seriously consider it. We would give 
them the money to build these things. Mr. Piasecki gave a demon- 
stration and he takes it up and down. “In 3 to 8 month’s time we 
will develop this thing to where you can carry a 200-pound bomb 50 
to 75 miles.” 

The Navy looked at it and said it wouldn’t fit in the program. 
How times have changed. 


EMERGENCY SUPPLIES AND EQUIPMENT 


Program and financing 


| 
1955 actual | 1956stimate 1957 estimate 


iia 
Program by activities: ; | 
1. Medical supplies and equipment: | 

















(a) Improvised hospitals... .--~-~---- : $2, 254, 718 $2, 200, 000 $22, 500, 000 

(b) Medical and surgical - -------- 16, $15, 282 14, 000, 000 17, 300, 000 

(c) Blood and shock therapy --- : : ee cae coe 4, 263, 259 7, 900, 000 15, 600, 000 

SE AE ickniecosnbaueniens oes pemigeasamaiannwuneds 3, 026, 123 4, 362, 000 3, 000, 000 

Total, medical supplies and equipment 25, 859, 382 28, 462, 000 58, 400, 000 

2. Radiological and chemical warfare defense equipment - ae 3, 910, 000 5, 300, 000 

3. Relocation and maintenance of stockpile. - - -- aba 5 ae di 278, 000 300, 000 
I I no. cin ae ocenecece aa 25, 859, 382 32, 650, 000 64, 000, 000 
Financing: Unobligated balance no ‘longer available praca ME GOP ELEES.. .ccccintanatees$ cana nn 
Appropriation. ........---.----.----- 2. -eennewnnseoees= 26, 000, 000 32, 650, 000 64, 000, 000 
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Obligations by objects 


Object classification 


1956 estimate 1957 estimate 


| 1955 actual | 


| 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


278, 000 | 
26, 290, 790 | 
6, 000, 000 


$300, 000 
41, 619, 100 
22, 0), 000 


Other contractual services jebhadeooka | 
Supplies and materials_- ——— deeale 
Equipment. . ubued 5, 016, 240 | 


24, 762, 083 | 32, 568, 790 


Total, Federal Civil Defense Administration... 63, 919, 100 
ALLOCATION TO DEPARTMENT OF THE ARMY 

Supplies and materials 19, 180 be. 

ALLOCATION TO DEPARTMENT OF THE NAVY 


1, 021, 440 |. 


Supplies and materials...............--- 
ALLOCATION TO VETERANS’ ADMINISTRATION 
20 | 


14 
20 


20 
20 


yt) 


Total number of permanent positions- - - 
Average number of all employees--_-_--.----- 
Number of employees at end of year 


Average salary and grades: Ungraded positions: Average | 
Sid detitaccchennacance . a cael she J $4, 014 $4, 014 $4, 014 


01 Personal services: 


Permanent positions_. 


Regular pay above 52-week base - ------- ee 


Total personal services-_-------- 
Other eontractual services - ---__-._- 
Supplies and materials_. 

Taxes and assessments-. 


07 
OS 
15 


Total, Veterans’ Administration. _-_-- 


Total obligations. ___- 


$55, 955 | 
215 
56, 170 | 
216 
27 
266 | 


56, 679 





25, 859, 382 | 


$0, 275 
310 


80), 585 
310 
100 
215 


81, 210 


32, 650, 000 


$80, 275 


1, 275 
310 
100 
215 


SU), 900 


64, 000, 000 





Budget authorizations, expenditures and balances 


ime Pe Paee , vr ; | 
1955 actual 1956 estimate 


1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE | 

| | 
| $26,000,000 | $32, 650, 000 
22) 706,456 | | 26, 747, 570 


$64, 000, 000 


Appropriation 
30, 714, 812 


Obligated balance brought forward _ _- tsa eee 
59, 397, 570 94, 714, 812 


Total budget authorizations available_---___- 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. _.................-.-...- 
Out of prior authorizations___-___- 


1, 731, 261 | 
19, 929, 741 | 


21,661,002 | 28, 682, 758 


6, 318, 900 
22, 363, 858 


18, 097, 000 
24, 803, 000 








Total expenditures____. gownee | 42, 900, 000 
Balance no longer available: 
—e (expiring for obligation... -..-_. : 
a ee 


Obligated balance carried forward. 


; Salaetacartess: aati a 
157, 266 | 
26,747,570 | 30,714,812 | 
| 48,706,456 | 59, 397, 570 | 


' 


51, 814, 812 


— 


Total expenditures and balances_-__...._.__.-.-.......-- 94, 714, 812 





Mr. Reporter, insert page 70 in the record, “Emergency supplies 
and equipment.” 
(Page 70 of the justification follows :) 


EMERGENCY SUPPLIES AND EQUIPMENT, FepERAL Crvitn DEFENSE ADMINISTRATION 


Emergency supplies and equipment: For procurement of reserve stocks of 
emergency civil defense materials as authorized by subsection (h) of section 201 
of the Federal Civil Defense Act of 1950, as amended, and for procurement of 
radiological instruments and detection devices by the Federal Civil Defense Ad- 
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ministrator and for distribution of such instruments and devices to the several 
States, the District of Columbia, and the Territories and possessions of the United 
States, by loan or grant, for training and educational purposes, under such terms 
and conditions as the Administrator shall prescribe, [$32,650,000] $64,000,000. 
(Independent Offices Appropriations.Act cf 1956.) 

Appropriated 1956, $32,650,000; estimate 1957, $64,000,000. 


EXPLANATION OF CHANGES IN APPROPRIATION LANGUAGE 


1. In line 9 delete “$32,650,000” and insert in lieu thereof “$64,000,000” the 
amount being requested for fiscal year 1957. 


RADIOLOGICAL EQUIPMENT PROGRAM 


Mr. Tuomas. This is where you jump up to $64 million this year, 
against $32,650,000 for 1956, and you had some language last year 
about the procurement of radiological equipment. How much was 
that—$3.5 million last year? 

Mr. Starr. $3,910,000. 

Mr. Tuomas. To buy Geiger counters, wasn’t it? 

Mr. Pererson. Yes. 

Mr. Tomas. How many have you bought and what did you pay 
for them? 

Mr. Peterson. We bought quite a large number of them. 

Mr. Srarr. In fiscal year 1956 we bought 165,000 of all types, sir. 

Mr. Toomas. What did they cost you? 

Mr. ArrKen. They varied in cost from about 80 cents to about $100. 
$35 for the low-range and medium-range and approximately $100 for 
new high-range ones. 

Mr. Tuomas. Have they all been delivered ? 

Mr. Arrxen. None have been delivered under this procurement yet. 

Mr. Tuomas. Do you intend to buy any more of them with this 
$64 million ? 

Mr. ArrKeENn. Yes, sir. 

Mr. Tuomas. How many more? 

Mr. Arrxen. On page 71 we have indicated we propose to buy about 
$5,300,000 worth of such equipment. 

Mr. Tuomas. Will you insert page 71 in the record ? 

(Page 71 of the justifications follows :) 


Emergency supplies and equipment, Federal Civil Defense Administration summary 
of programs 


1955 actual | 1956 estimate | 1957 estimate 


1. Medical supplies and equipment_--_...--..--....-----.---- $25, 859, 382 | $28, 462, 000 $58, 400, 000 





2. Radiological and chemical warfare defense copes sins acas ll woth aiaieeeinaildeete 3, 910, 000 5, 300, 000 
3. Relocation and maintenance of stockpile - --.....----------- sce cugenenaae 278, 000 300, 000 
Total emergency supplies and equipment. -------- eattioon 25, 859, 382 32, 650, 000 64, 000, 000 


MEDICAL SUPPLIES AND EQUIPMENT PROGRAM 


Mr. Tuomas. $58,400,000 against $28,462,000 for medical supplies 
and equipment : $5.3 million this year against $3.91 million for Geiger 
counters. That will give you about $9 million worth of this type of 
equipment. 
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RELOCATION AND MAINTENANCE OF STOCKPILE PROGRAM 


Then relocation and maintenance of stockpile. What do you mean 
“relocation and maintenance” ? 

Mr. Pererson. We have to move some of our stockpiles. 

Mr. Tuomas. Your rent bill is $5,300,000. 

Mr. Pererson. We are only relocating certain types of supplies to 
obtain better warehouses. 

Mr. Tuomas. I think your justifications say you are figuring on 
having 15 or 30 drop places. There is nothing very small about 15,000 
square feet in a warehouse and you have a good many that you intend 
to get of 50,000 square feet. There are about 64 of those as well as I 
remember. How are you going to do that? 

Mr. Arrken. On page 23 under the warehousing program, there is 
a sentence that ieolaine't the plans to relocate stocks of some of the 
warehouses. 

Mr. Tuomas. I have read that three time now. Let me see if I can 
get any more out of it this time. 

You have a total of 14 warehouses. 

Mr. Arrxen. This shows New Jersey and Massachusetts. 

Mr. Starr. Gilbertville, Mass., and Lake Charles, La. 

Mr. Tuomas. You mean these are the only three—well, your big one 
is at Somerville; isn’t it? 

Mr. ArrKxen. That is right. 

Mr. Tuomas. I have been in Somerville twice. You don’t set it 
out here but that is where you have the bulk of your supplies now; 
isn’t it? 

Mr. Arrken. There are some 300,000 square feet in that one, sir. 

Mr. Tuomas. That is the biggest one you have? 

Mr. Arrken. Asa result of your comments and discussions last year, 
we have started to develop these plans, now, to spread this around in 
smaller size. 


SIZE, LOCATION, AND RENTAL COST OF WAREHOUSES 


Mr. Tuomas. At this point, insert in the record the names of the 
cities where you have your warehouses, the amount of square footage 
in each, and indicate which is Government-owned and what you are 
paying for it per square foot per year. 

Now, I was trying to think this morning. I have been to a good 
many installations throughout the country, and in a number of them 
there is always one inquiry that comes about which is, “Well, what 
is this?” 

“That is not ours, it’s Civil Defense.” 

Open storage. I would say, “Well, when was the last time these 
people came by and checked on this?” 

“We don’t recall anybody having been here since it was put here.” 

“Well, when was it put here?” 

“Oh, 2 or 3 or 4 years ago.” 

And I can think of a half-dozen places where we ran into that sit- 
uation—open storage. I am not talking about your storage over in 
Jersey. 

Mr. Peterson. You are talking about our engineering stockpile, I 
think, of pipe and that sort of thing? 
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Mr. Tuomas. I saw pipe. I saw some sheet steel, and I saw some— 
I don’t know, probably some engineering equipment. 

Mr. Pererson. Ever y one of those stoc kpiles has been inspected by 
our Inspector General once or twice in this last year, and every one 
of those stockpiles is in good condition, today. In every one of them, 
the batteries on generators have been checked. Maintenance, even, of 
that type has been carried out, so that as of today, that is about a 
$7 million stockpile that we have in engineering supplies scattered 
over the United States. 

Mr. Tuomas. Add to that table of the location, the square footage 
and the price you are paying, and then a short description of the type 
of merchandise you have. If it is medical, say so. If it is hardware, 
say so. 

Mr. Pererson. You don’t have the hardware on there. That is 
all medical. 

Mr. Tuomas. Is this all the warehouse space you now have? 

Mr. Perrerson. Medical. 

Mr. Tuomas. Well, have you a list, there, with all your warehouse 
space, regardless of the type of supplies i in it? 

Mr. Arrken. We will be glad to furnish one, sir, for the record. 

(The information requested follows :) 


FCDA medical stockpile 


| 
Location Square feet | Annual 
rent 
FCDA warehouses: | 
Gilbertville, Mass--.-.-..- di hen eonienn eee Leased space 114,000 | $85, 000 
Ellenville, N. Y...----- isabel Witd~«cwen do... 33, 000 64, 000 
Somerville, N. J.-..----- sch is seaplane dees ens Bandiana ice Government 429, 000 107, 000 
owned. | 
Mechaniesburg, Pa--- ‘ ij do 51,000 | 2, 500 
Shamokin, Pa ‘ —s Leased space 54,000 | 58, 000 
New Castle, Pa_-- ; ; do 127,000 | 108, 000 
Zanesville, Ohio- --- do 90, 000 84, 000 
Carrollton, Ga-_-__-- - -- do 44,000 | 64, 000 
Rockwood, Tenn_-_-- ose 40s ae Lede Tis .do ; | 52,000 | 77, 000 
Marshall, Mich_- nail seed dint do | 87,000 | 72, 000 
Seneca, Il_ -- a ate fi i Government 100, 000 | 77, 000 
owned, | 
Crab Orchard, Tl____-_.---- : ede oe do 62, 000 48, 000 
GONG EMA 3 co. cL : ; bd Leased space | 75,000 84, 000 
I lili do | 0,900 92, 000 
Lake Charles, La._.......-.-- oe Poke do 46, 000 58, 000 
Bastrop, Tex ee ; ae f ehis Gove Py nment 90, 000 74, 000 
owner 
PINE, MENS ood dati S os de wcddduiettee: : do__.. | 127,000 72, 000 
Yakima, Wash... -- oR a ia Leased space | §2,000 72, 000 
Clearfield, Utah -----_--- : BeStt 6 sae ~ tove : nment | 26, 000 2, 500 
| owned. 
Spokane, Wash-_-_-------- ; ; do 25, 000 2, 500 
San Jose 1, Calif i 7 Leased space 48, 000 49, 009 
San Jose 2, Calif. - ; ‘ kB do___. 100, 000 82, 000 
Military depots: | | 
Bes BIOs a a 5 6k § = 60 RSES + 45a 4b en bh de | Government, 10,000 3, 500 
| owned. | 
Tacoma, Wash. ----- : oaere ree FS i Ot. 3. ds 3 | 10, 800 3, 800 
Romulus, N. Y_-.--- do : 15, 000 5, 3° 
Somerville, N. J seal bots ed {. slo. 9, 300 3, 300 
New Cumbertand, Pa.................. ———— ee ihe snitiaenasnall 14, 400 5, 100 
Richmond, Va-.-- ; eens es 7, 800 2, 800 
Lathrop, Calif... --- ss a , do ..--| 24,900 8, 800 
a Oe se eee eee ee a cant | 19,000 6, 700 
FE. ¢ See agen anette wkd Mos. ila 9, 500 3, 400 
I Ftc erences ~ atiisddesmienteddinns<-digeeeg . ihn dultepitaias 9, 800 3, 500 
Territorial warehouses: { 
Honolulu, Hawaii-_--.......-- sbctdintetestaekes hide Oi Latedeus () No cost 
ac i ONE (1) No cost 


See footnotes at end of table. 
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FCDA medical stockpile—Continued 


Location 


Commercial refrigeration: 
Svracuse, N. Y... 
Cleveland, Ohio_- 
Cincinnati, Ohio... 
Pittsburgh, Pa__-. 
Charleston, 8. C. 
Macon, Ga._-. 
Tampa, Fla 
Detroit, Mich. (“eneral) 
Tetroit, Mich. (Beatrice) 
Chieago, Ill. (Central) 
Chicago, Ill. (Swift) 
Chicago, Tl. (*estern) 
Chieaco, Il. (nited States) 
St. Cloud, Minn 
Tallas, Tex 
New Orleans, La 
Denver, Coly 
Omaha, Nebr 
San Francises, Calif 
Los Angeles, Calif 
Seattle, Wash 
Troutdale, Oreg 

Vaccines: 

Swiftwater, Pa 
Indianapolis, Ind 
Glenolden, Pa 

Blood entiection: 
Plainfield, N. J 
Baltimore, Md 
Pittshurgh, Pa 
Carrollton, Ga 
Jackson, Miss 
Battle Creek, Mich 
Chicago, Tl 
Hampton, Iowa 
Indianapolis, Ind 
Bastrop, Tex 
Beaumont, Tex 
Houston, Tex 
Kansas City, Mo 
St. Louis, Mo 


! Not reported, 
2 Less than 10. 


Annual 
rent 


Miscellaneous: In addition to above, small quantities of medical supplies are 
located at FCDA regional offices, FCDA national headquarters, the alternate seat 


of government, and the Olney facility. 


FCDA ENGINEERING STOCKPILE 


Region 1: 
Albany, N. Y. 
Boston, Mass. 
Buffalo, N. Y. 
Hartford, Conn. 
Newark, N. J. 
Providence. R. I. 
Seneca, N. Y. 

Region 2: 
Alliance, Ohio 
Baltimore. Md. 
Danville, Ky. 
Camp Dawson, W. Va. 
Kenton, Ohio 
Lorton, Va. 
Mount Vernon, Ohio 
New Cumberland, Pa. 
Camp Perry, Ohio 
Olney, Md. 
College Park, Md. 


LOCATIONS AS OF DECEMBER 31, 1955 


Region 3: 
Dublin, Ga. 
Rockwood, Tenn. 
Thomasville, Ga. 
Region 4: 
Crab Orchard, Ill. 
Hampton, Iowa 
Marshall, Mich. 
Seneca, IIL. 
Region 5: 
Bastrop, Tex. 
Hammond, La. 
Region 6: 
Fort Leavenworth, Kans. 
Springfield, Mo. 
Region 7: 
Chehalis, Wash. 
Shatsworth, Calif. 
MeMinnville, Oreg. 
Santa Rosa, Calif. 





200 


Mr. Tuomas. In how many places do you have medical supplies? 
Mr. Srarr. Twenty-nine locations. 


MOBILE HOSPITALS 


Mr. Troms. What is happening to that stock, now, of your medi- 
cal supplies?, What about your mobile hospitals, and so forth? You 
want to buy another thousand of them. What are they made out of? 
Who makes them, and so forth? 

Mr. Peterson. The mobile hospitals were worked up by our people 
with the benefit of our medical advisory committees. However, they 
are based pretty much on military experience. They are military 
field hospitals that are adequate, but they are Spartan in characteris- 
tics. We don’t go in for chrome or that sort of thing, but just what 
is necessary to take care of people in field hospitals. 

Mr. Tuomas. Has Army and Air Force Medical disposed of all 
their surplus? 

Mr. Pererson. I don’t know about that. The purchasing of these 
is done by the Armed Services Medical Procurement Service for us. 
We utilize their services. 

Here is a list of all of the things that is in one of these hospitals, 
including a lot of small items that I wouldn’t want to burden you 
with, here. 

I have visited many of the exhibitions of these hospitals to see what 
is in them. The biggest items of equipment are such things as a 
portable field X-ray that was developed as a result of the experience 
i Korea, and which is an extremely fine item. 

However, the other items outside of operating tables are the ordi- 
nary tools that doctors use in these hospitals, plus Army cots for beds, 
or Army-type beds, blankets, and that sort of thing. 

Mr. Tuomas. Is there any deterioration in your supplies, there? 

Mr. Pererson. I don’t think there is any deterioration in these 
mobile hospitals. 

Mr. Tuomas. How about your other things? 


DETERIORATION OF ANTIBIOTICS 


Mr. Pererson. There is just one field in which we suffer some deteri- 
oration and that is in our antibiotics. How much money do we have 
in that area, at the moment? 

— A1TKEN. Through 1956, there has been expended about $8 
million. 

Mr. Pererson. We have tried in every way we can. both in the 
Government and out of the Government, to work out plans for pro- 
rating these materials so that they won’t be outdated and so far, we 
have not had to write off any of them. 

Mr. Tuomas. What do you think about slowing this program down 
for 12 months and letting you reconsolidate your warehouse space, 
let you get in there and see what you have. I doubt if you can keep 
up with what you have. 

It is my observation from walking through a lot of these installa- 
tions that you are not taking too good care of this stuff. 
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GAO AUDIT REPORT ON ENGINEERING STOCKPILE 


Here is a report from the General Accounting Office. I am sure 
you have read it. It was issued December 1955. It is a report to 
the House. It says: 

Lack of maintenance of FCDA equipment. In our review of storage activi- 
ties at the GSA warehouse in Buffalo, N. Y., in May 1955, we noted that engine- 


powered equipment owned by the Federal Civil Defense Administration and 
stored in this and other warehouses— 


which they don’t name— 
had not been subject to surveillance and maintenance— 


I didn’t go to this one in Buffalo but I was told the same thing in 
some other places where you had your warehouse— 
since April 1953. In accordance with instructions issued by FCDA. As a 
result, much of the equipment was inoperative due to dead batteries and frozen 
valves and in a report to the Administrator of FCDA we suggested an appro- 
priate maintenance program be instituted and to provide emergency defense 
protection for which the equipment was originally purchased. 

The Administrator replied August 29, 1955, and gave assurance that the 
condition described in our report would be corrected. 

Of course, equipment sitting out in the open without any lubrica- 
tion or painting for 3 or 4 years, time is worse on it than if it had 
been run all that time. We know what time does to things like that. 


RENTAL COST OF WAREHOUSES 


Now, of that $2.6 million warehousing cost what part of that is 
Government-owned space and what do you pay for it, if anything? 

Mr. Srarr. I have that right here. At Somerville, 429,000; at 
Mechanicsburg, 51,000; at Seneca, 100,000; at Crab Orchard, 62,000 ; 
at Bastrop, 90,000; at Springfield, 127,000; at Clearfield, 26,000; and 
Spokane, 25,000. The arrangements for paying for this varies. 

Mr. Tuomas. What is the total of that? Is that for the fiscal year 
1956 ? 

Mr. Srarr. Yes. This is warehouses as of January 16, 1956. 

Mr. Arrxen. He was reading from this list. 

Mr. Tuomas. Was that on an annual basis, those figures, is that on 
a square-footage basis or a maintenance-and-operation basis? 

Mr. Starr. This is not dollars; this is square feet. 

Mr. Tuomas. Thirty-seven cents is the rate, but what is it for? 
You don’t tell me what the total is. You tell me what the rate is, 37 
cents. 

Mr. Srarr. That is the average rate for Government-owned space. 
We have 910,000 square feet. 

Mr. TxHomas. What is it for? 

Mr. Pererson. Medical supplies. 

Mr. Tuomas. Is it maintenance, heat, light, and water, electricity, 
janitorial service? 

Mr. Starr. We don’t pay any rent. It is for in-and-out handling. 

Mr. Tuomas. Maintenance and operation. You don’t even put any 
maintenance to it. You are not required to maintain it.. All you do 
is operate it and it costs you 37 cents a square foot to operate it. 
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Mr. Arrxen. There is a paragraph on page 24 that these rates in- 
clude annual rental costs. In this case there are not rental costs. The 
other charges involved are operating costs. 

Mr. Tuomas. I read that and I thought then it was inaccurate and 
that is why I asked you what you were paying. You are paying 37 
cents there which is an operation cost and I doubt if there is a main- 
tenance cost in there. 

What does that figure out to dollarwise ? 

Mr. Srarr. About $336,000. 

Mr. Tromas. If you get the space you are asking for, of 3,600,000 
square feet, how much will be Government-owned 4 

Mr. Starr. None. 

Mr. Thomas. And it will cost you $5,300,000. 

Now, is that just rent ? 

Mr. Starr. Yes. 

Mr. Tuomas. How about your maintenance and operation cost? 

Mr. Srarr. That is total for the facility. 

Mr. Tomas. You say some of your space will cost you $1.66 per 
square foot. How much of that is operation? $1.66 for rent is a way 
too high. 

Mr. Starr. Under a typical warehouse, if T may, at 50,000 feet, in 
| vear, there would be personnel expense of $26,500, travel of $720, 
transportation of things, $500, communications, $300, rents and utili- 
ties, $40,000, contractual services, $7,500, supplies and equipment, 
$1,000, and administrative overhead, $6,000. This adds up to approxi- 
mately $82,520 for an average warehouse. Averaging it out, it comes 
to $1.66 per square foot, sir. 

Mr. Tuomas. Governor, what do you think about the suggestion that 
was made, now? You have between $6 million and $7 million worth 
of equipment, supplies and materials, that is 5 and 6 years of age. 
Time works on these supplies and equipment. It is the greatest enemy 
they have. Are you going to do some transferring? Are you going 
to move out of Summerville, which perhaps—holds what, a third to 
a half of all your total medical supplies, now ? 

Mr. Pererson. I think that would be high. 

Mr. Arrken. About a fourth. 

Mr. Trromss. Why not slow this thing down to a trickle? You 
are going to have to move, you are going to fan out your operations, 
you are going to get out of these big warehouses into little ones, which 
you certainly ought to do. 

Why not slow this thing down and take stock? The more you 
put in there, the more you are going to have to move. The longer you 
keen it, the biewer waste you are going to have. 

Now. there is no disposition on the part of this committee or any- 
body else that I know of, not to stockpile this stuff, but stockpiling just 
for the sake of saying “Here is a big stockpile” is one thing, and doing 
it ina way that it is going to be usable if, as, and when the emergency 
arises, is something else. 

Now, this stuff is getting old. 1952, 1953, 1954, 1955, 1956. Five 
and six vears old. 

You didn’t buy very much in 1951, as well as I recall. 

Mr. Prererson. No. 
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NEED FOR MEDICAL STOCKPILE 


Mr. Tuomas. I mean you didn’t get delivery. At that time you 
couldn’t even get anything. You were competing with the armed 
services for medical supplies, as you will recall. 

Mr. Pererson. Well, Mr. Chairman, I have raised this same ques- 
tion with my Medical Advisory Committee and with the American 
Medical Association people. They feel that it is vital to get this 
country prepared in this area, to have these medical supplies on hand. 

Mr. Tuomas. What figure do they say will get the country prepared ¢ 

Mr. Pererson. Well, we will never be fully prepared in this area. 
You can’t be fully prepared because we figure if we stockpile a little 
over $400 million worth of medical supplies, we will be able to take 
sare of 5 million people for 3 weeks, and that seems to be the limit 
we can hit with the resources of America. That is, the medical re- 
sources of America, the personnel. 

Now, I am assured that with the exception of the antibiotics that 
the degree or the percentage or the rate of deterioration of the other 
medical supplies is very, very low. In other words, they should keep 
indefinitely. 

Mr. Tuomas. Isn’t it hard to get a good many items of medical sup- 
ply, now? I mean the competition between your own organization, 
the armed services and the civilian population is still pretty tight; 
isn’t it? 

Mr. Pererson. I don’t believe we have had any trouble in this area 
in buying these things. Certainly, I don’t want to be a party to put- 
ting any squeeze on the market simply to inflate the thing and run 
prices up. 

Mr. Tuomas. You hear a lot of people talking about going to the 
drugstore to buy some pills and talking about the price of it. I go in 
to talk to the druggist myself. I went in the other day and he wanted 
to charge me 50 cents apiece. 

How much of this $32,650,000 has been allocated for last year, as of 
today ¢ 

Mr. Arrken. $29,203,855. 

Mr. Pererson. All but about $314 million has been obligated. 

Mr. Tuomas. When will you get delivery on that merchandise ¢ 

Mr. Arrken. Some of that came out rather quickiy. About 3 months 
after ordered. 

Mr. THomas. What is the average length of time fo@all of them? 

Mr. ArrKen. I think it would run from 3 months to a year and a 
half, Mr. Chairman. 

Mr. Tuomas. Has your $26 million appropriation for 1955 been 
delivered ¢ 

Mr. AIrKEN. $12,262,324 worth has been delivered. 

Mr. Tuomas. That is half of it. 

Mr. Arrxen. That amount has been expended. 

Mr. Tuomas. Three to eighteen months is reasonably correct, then ? 

Mr. Arrken. Yes. ; 

Mr. Tuomas. This is 1955 and we are in 1957 now and you have half 
of it, so about 18 months’ delivery is about right; is that correct? 

Mr. ArrkEN. That is essentially correct. 

Mr. Tuomas. How much harm, then, would occur by waiting 12 
months to slow this thing down ? ’ 
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Mr. Pererson. Mr. Chairman, I think as far as I am personally con- 
cerned, in answering that question, I would have to rely upon the 
advice of people in the medical field. I personally wouldn’t be dis- 
posed to disregard their advice; and they say that this country must 
have these medical supplies stored and available for use in the event of 
a catastrophe. 

I would not personally be in a position to make an assumption 

Mr. Tuomas. How much of a stockpile does the armed services have 
now ? 

Mr. Pererson. I don’t know, sir. 

Mr. Tuomas. They usually have enough of everything. 

Mr. Pererson. I wouldn’t want to make the assumption that an 
enemy wouldn’t attack at any given time, so we should be as well 
prepared as we can. 

Now, this is a difficult field in which to operate, this warehousing. 





GAO AUDIT REPORT ON ENGINEERING STOCKPILES 


If I may, I should like to go back to a comment you made a little 
sarlier. 

I would like to go back, if I may, as a matter of privilege here, to 
that report you introduced from the General Accounting Office. I 
want to say as you indicated I am thoroughly familiar with that and 
I have had my own Inspector General, as I think I said earlier, go 
out and go over these engineering stockpiles in the last year. He 
has gone over them foot for foot, building for building, and price for 
price. 

Mr. Tuomas. He didn’t call your attention to it until last year? 

Mr. Pererson. I had him out before they were out. 

Mr. Tuomas. He and I didn’t cross paths, because I inquired in 
4 or 5 places and they said no one had been around there. 

Mr. Pererson. I am sure you would get a different report now, 
but at any rate we have not bought any engineering equipment since 
1953. 

We have now put these supplies into shape. We have maintained 
them and I think we have accomplished something like 98 percent 
of the job. I have a report here that gives every one of the stock- 
piles, and exactly what has been done. It discusses such heads as 
these: “Accountability,” “Move complete,” “Operational readiness,” 
“Batteries delivered,” “Accessories assembled,” and so forth. 

I think we have that in a manner that would stand the closest kind 
of scrutiny. It is in good shape and we intend to keep it that way. 
However, it is a battle because some of that is outdoors. 


DISPOSITION OF ENGINEERING STOCKPILES AS SURPLUS PROPERTY 


Mr. Tuomas. What are you going to do with that equipment? That 
is what the cities are buying and you are matching funds. 

It is not doing anybody any good. Can’t you get rid of it some 
way? It will sell for more today. Of course it will cost more today. 

Mr. Prrerson. I don’t know whether we have the right to sell 
it. 

Mr. Tuomas. That hat you wear is broad enough to do about any- 
thing. 
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Mr. Pererson. It is in time of war. I don’t know about time of 
peace. 

Let me tell you one little story that may interest all of you: At 
Southbridge, Mass., is located the American Optical Co., one of the 
biggest firms of that kind in the world. They employ 4,000 people. 
I was there in connection with the disaster. Because we had a stock- 
pile of these generators in Massachusetts close by, and because we 
made 5 of these generators—some 5 or 6 of them—available to that 
company, they were about to put 2,000 people on the payroll within 
hours after the flood and keep them on the payroll because our gen- 
erators furnished the light and the power that permitted them to go 
about the work of cleaning up the factory in the basement which had 
been flooded, and the first floor, and I think that the utilization of 
this stockpile in incidents of that kind will more than recompense 
the taxpayers of America for the $7 million that is tied up in it. I 
don’t mean that one incident, but a multiplication of incidents of that 
kind. 

Now, I personally would like to turn these stockpiles over, if I could, 
to the States, and be rid of the maintenance of them, but I don’t think 
we have that kind of authority. 

Is that correct, Mr. Archambault ? 

Mr. ArcHamBavutr. Not to do it that way. 

Mr. Pererson. We stopped buying in this field because of the dif- 
ficulty of maintaining it. I thought it would be better to get it into 
the hands of the citizens and we would get rid of the maintenance re- 
sponsibility. I saw this report coming here. 


WAREHOUSE CONSTRUCTION LEASE AGREEMENTS 


Mr. Tuomas. In addition, I want to read a sentence here under 
“Warehousing cost,” again, page 23: 

In addition, because strategic requirements ruled out many otherwise accept- 
able locations, FCDA will be required to enter into construction lease agreements 
to acquire space needed in relatively isolated areas. 

I hope you don’t go into a construction program. 

Mr. Prrerson. I think we will be forced to, Mr. Chairman. 

Mr. Tuomas. There is enough warehouse space in this country to 
satisfy your needs if you look for it. 

Mr. Pererson. The difficulty with warehousing, as I understand it, 
is that the warehousing is down in the target areas and we need the 
warehousing located from 30 to 50 to 75 miles outside of it. 

Mr. Tromas, You can get in these little towns outside of these big 
cities and you will find—you can kick 15,000 feet around there rather 
lightly, and 50,000, but 50,000 is a tremendous amount of feet. That 
is a lot 200 by 250 feet. That is a whole lot of space. And 15,000— 
half of these grocery stores in this country don’t have 15,000 square 
feet in them. 

Mr Puiurrs. Isn’t it better strategically to have a lot of little ones? 

Mr. Peterson. Yes. I think it runs the cost up, however, and the 
problem of handling of it. I think it is better from a strategic stand- 
point, 

Mr. Putruips. Which is your objective, to have it where it is cheap 
or where it can be used in an emergency ¢ 

Mr. Pererson. It has to be the latter, sir. 
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Surveys, PLans, AND Researcu 


Program and financing 


| 


1955 actual | 1956 estimate | 1957 estimate 


| | | 
Program by activities: | 

















lL; Darvey pees... ......-....- i Sateen neem | $8, 333, 000 $8, 500, 000 
Pe chicks i Jaki nilck ati P Sl nde 5S 1, 667, 000 4, 000, 000 
Total obligations. __- } AMS | 40, 000, 000 12, 500, 000 
Financing: Unobligated balance carried forward _- | 2, 000, 000 
Appropriation. ..................--.-.------ Sencha soe -..| 10,000, 000 14, 500, 000 
Obligations by objects 

Object classification 1955 actual | 1956 estimate | 1957 estimate 
07 Other contractual services - - _- : ; | $9, 000, 000 $11, 000, 000 
Services performed by other agencies 1, 000, 000 1, 500, 000 
Total obligations Hh 2 SOB i AS | 10, 000, 000 12, 500, 000 

‘ 


Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estimate 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _- edie | $10, 000, 000 $14, 500, 000 


Obligated balance brought forward -- - -- 6, 000, 000 
Total budget authorizations available_.__...____- ; | 10, 000, 000 20, 500, 000 
: ——— | = = $$ 
EXPENDITURES AND BALANCES | 
Expenditures we 
Out of current authorizations. _- Sak'sx |. , ; 4, 000, 000 5, 525, 000 
Out of prior authorizations____ a is eaiecaioie ieee | = ae 4, 475, 000 
= ce ne | en 
Total expenditures________- sia ee ae bs | 4, 000, 000 10, 000, 000 
Balance carried forward: 
Unobligated __-_- | 2, 000, 000 


RRS Cre ie ; | 6,000, 000 8, 500, 000 


Total expenditures and balances -- Kicking ide ho ante stoke _..| 10, 000, 000 20, 500, 000 





Mr. Tuomas. Mr. Reporter, put page 79 in the record. This is ¢ 
research program. It steps it up from $10 million to $14,500,000 this 
year. 

(The justification is as follows :) 


SURVEYS, PLANS, AND RESEARCH, FEDERAL CIVIL DEFENSE ADMINISTRATION 


Surveys, plans and research: For expenses, not otherwise provided for, neces- 
sary for studies and research to develop measures and plans for evacuation, 
shelter, and the protection of life and property, as authorized by section 201 (d) 
of the Federal Civil Defense Act of 1950, as amended, including services as 
authorized by section 15 of the act of August 2, 1946 (5 U. S. CGC. 5da), 
[$10,000,000] $74,500,000 to remain available until expended. (The Supplemental 
Appropriation Act of 1956.) 

Appropriated 1956, $10,000,000; estimate 1957, $14,500,000. 


EXPLANATION OF CHANGES IN APPROPRIATION LANGUAGE 


1. In line 6 delete “$10,000,000” and insert in lieu thereof “$14,500,000” the 
amount being requested to remain available until expended. 
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PROGRAM BY ACTIVITIES 


Mr. Tuomas. Include page 80, it shows survey plans, $8,500,000; 
research, $4,000,000. 

What are you going to do with that? 

(The justification is as follows:) 


Surveys, plans, and research, Federal Civil Defense Administration 


_ fn 1 = | 
| 
| 1955 actual | 1956 estimate! 1957 estimate 


Program by activities: 
1. Survey plans___- oe $8, 333, 000 
2. Research ia 1, 667, 000 
Total obligations 10, 000, 000 
Financing: Unobligated balance carried forward 


Appropriation ata ‘ | 10, 000, 000 


SURVIVAL PLAN PROJECTS 


Mr. Tuomas. I notice you have it used in Milwaukee. It is being 
used as a location for a series of pilot studies. 

See the following preliminary estimates and requirements to com- 
plete all phases of ‘the survival plan project: $2,500,000, New York; 
$192,000 in my town; $300, 000 in the State of Massachusetts ; $1,170,000 
in the State of Califor nia; $653,000 in the State of Ohio. 

What is the survival plan? What is all this research? 

Project. proposals have been accepted from all States that wish to 
make application. 

Mr. Pererson. As of December 31, 1955, we were negotiating with 
35 different cities and/or States, Now, they are coming in every day. 

Mr. Tuomas. You give priority to critical target areas and urban 
areas adjacent to military bases. The December 31 negotiations are 
underway. Here they are: District of Columbia, New York, Cali- 
fornia, Pennsylvania, Chicago, Detroit, Minneapolis. 

What are you going to do there! 

Mr. Pererson. Now, this is the program that we came up to see you 
about last year on a supplement: al basis at the request of the Presi- 
dent. We intend to make a careful study of every metropolitan area 
in the United States. 

Mr. Tuomas. How you can get them in and how you can get them 
out. We remember it. 

Mr. Pererson. We also want to find out what percentage of the 
people can be best advised to remain in the city and take shelter. We 
want to determine how many people can be accommodated in reason- 
able shelter against radioactive fallout in reachable areas surrounding 
the cities. 

We want to develop the means of directing the people in their re- 
moval from the city; in other words, trate contral procedures. 


72350—56—pt. 114 








208 


RESEARCH PROGRAM 


Mr. TuHomas. What are you going to do with this $4,500,000 on 
research ¢ 

FCDA keeps abreast of the research related to civil defense which is being 
carried on by other agencies, uses such research to the maximum, As new 
weapons develop, it is necessary for civil defense to propose proper measures 
for protecting civilians against their effects. For these proposals to be sound, 
eareful study must be made of the most efficient and economical techniques, 
methods, and devices for civil defense. 

Now, I am completely worn out and lost. What does it mean? 
What does it mean for $4,500,000 ? 


RADIOACTIVITY RESEARCH 


Mr. Pererson. We have had introduced into the world, the phe- 
nomenon of radioactivity on a mass scale. Very few people in the 
world know much about radioactivity. It is still being discussed and 
debated by the best scientists in the world. 

Mr. Tuomas. Let’s get down to cases. 

Mr. Perrerson. This is a case, sir. We have to find out what we 
can do to protect the American people in their homes, on their farms, 
in the cities, against the effects of radioactivity. 

This involves medical considerations, radiological monitoring con- 
siderations, both on the ground and in the air. This involves getting 
the information out to the people, which involves communications. 
This is probably as intricate a problem as anyone has ever faced in 
the history of the world. 

Now, for our advice in this field, we went to the Advisory Com- 
mittee on Civil Defense of the National Research Council, which is 
headed by Dr. Bronk, who is a former president of Johns Hopkins 
University Hospital, considered one of the best scientists in America 
and the world today. 

Mr. Tuomas. He is well and favorably known to this committee 
and has been for several years. 

Mr. Prerrerson. Every move we are making in this field is made 
on the advice of people of that caliber, who then, in turn, try to 
direct us to the areas in America where we can get people who will 
undertake this research for us. 

Now, following up on just radioactivity, we have entered into a 
contract, with the money that you made available to us in fiscal year 
1956, with an element of the University of California to undertake 
for us research in this entire broad area of radioactivity, so that we 
‘an come up with a sound plan for prophesying fallout patterns; 
for measuring radioactivity, both in the air and on the ground; for 
communicating this information to the people; to tell the people what 
they can do to save their lives individually and collectively, so that 
we may know more about the shielding effect of various types of 
materials against radioactivity. 

Now, in every one of these other fields, we are proceeding in exactly 
the same way. 

Mr. Tuomas. Let me interrupt you just a minute, Governor; please, 
sir? 
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Will you gentlemen supply for the reporter a breakdown under 
your research request of $4.5 million a list of projects and the dollars 
and cents, and give some description—not too many words, now; be 
definite about it, if you possibly can. Just 2 or 3 descriptive words. 


(The information requested is as follows :) 


FEDERAL CIVIL DEFENSE ADMINISTRATION, JANUARY 19, 1956 
JUSTIFICATION OF RESEARCH ESTIMATE 


Internal warning systems, $490,000 

Develop a simple inexpensive warning device for rural homes, office buildings, 
ete. 
Voice sound systems for mass evacuation and shelter, $160,000 

Develop a voice communication system to issue instructions to people during 
evacuation. 
Public communications systems, $250,000 

Develop special radio methods for communications with people on the move. 


Automatic damage reporting instrumentations, $950,000 

Develop instruments for measuring the effects of nuclear attack with em- 
phasis upon the factors of height, burst, area blast damage and thermal energy 
released. Develop system for transmitting data from major instrumentations 
to control centers. Develop instruments for receiving, storing, decoding and 
computing data at control centers. 


Radialogical fallout prediction, $275,000 


Develop better methods for correlating weather data with the characteristics 
of the bomb and its height and place of detonation. 


Radiological fallout measurement requirements and techniques, $450,000 

Develop radiological monitoring system. 
Radiological monitoring instrumentation, $175,000 

Develop equipment for rapid reconnaissance including aerial or ground survey 
instruments and related equipment for a radiological monitoring system. 
Shelter research, $150,000 

Field tests on fallout at Nevada test site. Simplification of design and reduc- 
tion of cost to user. Ventilating systems and automatic closure devices. Field 
testing of automatic closure devices. Field testing of shelter entrance doors. 
General research on shelter design, fabrication, and construction, 


Research and medical care of casualties, $50,000 


Research is needed in the following areas: Essential care of casualties; 
upgrading of personnel allied to medical profession; reorganization of hospital 
and nursing service for mass casualty care; operational procedures for emer- 
gency improvised hospitals. 


Research in sterilization of plasma, $50,000 
The National Research Council has undertaken a project to find a method of 


sterilizing plasma to eliminate the transmission of jaundice. This project is 
to be supported jointly by FCDA and the Department of Defense. 


Prolongation of life of the red blood cell, $100,000 


Lengthening the period that whole blood can be used would be of particular 
benefit to civil defense. It is anticipated that the National Research Council 
will undertake this project as it has in the case of sterilization of plasma. 


Research on control, prevention, and extinguishing of fires, $300,000 


Basic research into fundamental laws of nature involved in the origin and 
spread of fires. Investigation of the controlling and extinguishing action of 
water. Review and application of other scientific research to the chemistry 
of combustion. Study of the relationship of various meteorological factors to 
the problems of mass fire development and fire spread. Research in new and 
unconventional methods for prevention, control, and extinguishing fires. 
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Survey of the effectiveness of FCDA’s public education and information program, 
$150,000 

Study means whereby maximum returns per dollar invested can be obtained 
through scientific analysis of the effectiveness of FCDA-produced materials. 
Bomb damage analysis, $200,000 

Continuation of operations research in methods, techniques, and data developed 
and to be developed required for the proper utilizaticn of the automatic damage 
reporting and fallout data systems. 
Protective action by all areas, $310,000 

Develop criteria which can be applied by any area to determine the best pro- 
tective action to be taken, who should evacuate and under what conditions, who 
should take shelter and under what conditions. 
Human relations research, $200,000 

Study the reaction of human beings to major disasters and other stress 
situations. 
Radiation shelter survey, $100,000 

A survey to develop current data on available shelter from fallout. 
Scientific adbisory services, $40,000 

Travel and other expenses of the Civil Defense Scientific Advisory Committee. 
Protection, $100,000 

Basic studies in protection against fallout radiation. 


AUTHORITY FOR RADIOLOGICAL MONITORING 


Mr. Pererson. Let me make one point about radiological moni- 
toring. 

Mr. Tuomas. Go ahead, Governor. 

Mr. Pererson. In the v nited States today there are governmental 
agencies that are directly concerned with the problem of r: adiological 
defense and monitoring. These include the Department of Defense— 
who will not be able to move one soldier following atomic attack in the 
United States until the areas are monitored, or they will move them 
into deathtraps. 

The Department of Defense is interested in this monitoring, as is 
the Atomic Energy Commission. 

Under Public Law 920, we have a big responsibility in this field, 
and we have been requested to plan a radiological defense system for 
the Government. 

Now, I should not be surprised 

Mr. Tuomas. Read that part of the act into the record at this point. 

Mr. Pererson. The language is broad, and we will try to locate the 
most pertinent point. 

Now, Mr. Chairman and gentlemen of the committee, to develop a 

radiological monitoring capability in America to protect the lives of 
everyone, including the military; to develop a means of prophesying 
where this stuff will fall, of measuring it 

Mr. Tuomas. You can’t prophesy; you have to measure that wind 
current on the specific day / 

Mr. Pererson. We can prophesy it through the instrumentalities 
of ™ Weather Bureau. We will be able to prophesy, I think, the 
winds 











Mr. Tuomas. I want you to be more accurate than that crowd are 
at times. 
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Mr. Perrerson. It is the highest degree of accuracy we can attain, 
I am afraid. However, we must do ‘the very best it is possible for 
human beings to do in this area in order for America to endure. 

This is going to require the most careful kind of research, because 
we are responsible for the lives of 160 or 170 million Americans. And 
I want to say again, as I have said before, this committee—— 

Mr. Tuomas. Governor, that is just finding out which way the wind 
is blowing and which way this stuff is going. That is not research. 
That is going to be on a day-by-day basis. Y esterday or the day before 
is not going to help us any. 

Mr. Puituirs. Mr. Ch: airman, let’s have that authority, if we may. 

Mr. Pererson. May I just conclude the one thought that I was 
hammering at, here ? 

The amount of money that we spend in this country and in the 
world, in research and in experimentation and in the development 
of instruments of death and destruction is horrible to contemplate. 

Mr. Tuomas. The figure is $2,500,000,000 for last year. 

Mr. Prrerson. The small amount of money we have spent for re- 
search to save the lives of the American people is shameful to con- 
template. 

It is very difficult to maintain your poise in a program of this 
sort and not to have any better support than we have had ordinarily 
throughout the entire country—I am not speaking now of the execu- 
tive branch and the ¢ ongressional branch—I am speaking of the whole 
country. 

Mr. Tuomas. You have done a good job in getting them together. 
You know you just can’t put little pants on people. 

Mr. Pererson. In this act under “Powers and duties” ——— 

Mr. THomas. You have done your part, so don’t get excited. 

Mr. Prererson. I must say at times it is a little frustrating and 
difficult. 

Mr. Tuomas. You have been in the business a long time and that 
shouldn’t frustrate you. 

Mr. Pererson. Under title II, powers and duties, section 201, sub- 
section (D), the Administrator is to— 
study and develop civil-defense measures designed to afford adequate protec- 
tion of life and property including but not limited to research and studies as 
to the best methods of treating the effects of attacks; developing shelter designs 
and materials for protective covering or construction, and developing equip- 
ment and facilities and effecting the standardization thereof to meet civil- 
defense requirement. 

Mr. Prius. Where does that say you are responsible for telling 
the military whether or not they can go into an area ? 

Mr. Peverson. Under this broad language of treating the effects of 
attacks, we have to tell the American “people what to do to protect 
themselves against radioactivity. While the final decision has not 
vet been made in the executive branch, representatives of the AEC 
and the DOD have agreed that the FCDA should take the leadership 
in the development and planning of a national radiological monitor- 
ing system. 

Mr. Tuomas. You don’t think for a minute the armed services are 
going to rely upon your organization to tell them what to do in 
regard to this; do you? 

Mr. Prererson. We all must work together. 
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Mr. Tromas. What they say and what they will do when the 
awful day comes is two different things. That is just my own obser- 
vation. I have watched them operate a long time, though, like you 


have, too. 


SALARIES AND Expenses, Civi Derensrt FuNctTIONS or FEDERAL 


AGENCIES 


Program and financing 

















































1955 actual | 1956 estimate | 1957 estimate 
Program by activities: 

1. Housing and Home Finance Agency--.--....--...-.----]..........---- $26, 500 $600, 000 

ee a, inane aaowieibatiaee inte o MD enw acmnwnaem cel sce ee wee L ee 540, 000 

B. Beperemiont of Cemnmeros a. ss sh vi cee eo Sseet 190, 000 700, 000 

4. Department of Health, Education, and Welfare_______- $889, 972 1, 259, 300 3, 490, 000 

Di Ses GF UES NUON oe. Ska ne ekbbh kdddatdagditlnsninn cddabson 20, 000 110, 000 

a a 100, 000 

Ta TI oe cn aca ee aaa on eon Cane 69, 200 460, 000 

I cots 889, 972 1, 565, 000 6, 000, 000 
Financing: 

Comparative transfers from other accounts_____......----- EON terbiestas yailash esd onesener 
i a i a i 1, 500, 000 6, 000, 000 
Proposed supplemental due to pay increases. _-_-.___-._- ik cil Belk i etiinlein emia | SUS Tesi cncttces sted 

Obligations by objects 
Object classification 1955 actual | 1956 estimate | 1957 estimate 

ALLOCATION TO HOUSING AND HOME FINANCE ACENCY 
Total number of permanent positions----.........------------ 4 66 
Average number of all employees. - ----.-.------- 3 | 37 
Number of employees at end of year_-_-.---- ibe tiaaiebiecees ite. sina I deities Sos Mas 4 at Le 66 
ints |) ¥i) yk i cent he es Hem A ode? le e 

General schedule grades: 

IE car ancattcecccyccbusesaanudensbunn aden welascepananeea ae $7, 408 $5, 938 
TT tcddel . cpcavieidbento dauieboaek cums sb anennves eas GS-10.2 GS8-8.6 
01 Personal services: r. ; af 
IND I est cerccbdavncesunsuyepealgamicchscqneud $22, 983 $229, 300 
Pupeens ey anewe CP Weer WO08l soo ti). Foran ..4 ik... 
EEE TE BT UN cdiccneecmenneiencanarneeaeed 229, 300 
es a wid, cpp cab k Aeon kien oat 12, 000 
03 Transportation of things Led act neMseedtnececdnadsaaen 200 
04 Communication services. ................---.------.------ 5, 000 
05 Rents and utility services_--_-- aacniieesaarteiiae Reieinithiee haat ia a 4, 000 
06 Printing and reproduction.----_-.-- nc aie NG aaa Aariaeels mer 5, 200 
07 Other contractual services... ...........--.--.........--- 2,000 
Services performed by other agencies--.........---.-.--- 335, 000 
ee GED I SUI co as coven demecedencneueedacsutoay 2, 000 
ae, CEE Bec rstties Bac nkdhnhussictndakeshamsnaswanehioaie 5, 000 
15 Taxes and assessments.__..._...........------------------ 300 
Total, Housing and Home Finance Agency-.---.-.--..---- 600, 000 
ALLOCATION TO DEPARTMENT OF AGRICULTURE 
TT RRT nae Ol Were Ss 6 seen beeen eee i ks 80 
EE BOIL 5 sank bs caged chika actrtbnigel deo iensdansene ease quane damien 61 
er a AU Ne SN II 6d oon cn caden coenagtecuphoscnebacecccaie bikes aebtewed 53 
Average salaries and grades: 

General schedule grades: 

Average salary $6, 153 
Average grade--.._-..-- GS8-9.1 

Oe Snes Barenees: Perea eS oo. a «ns on ices we< bnns ci cccemenaclsspuctavencane $380, 323 
Oe "RWIS fe dh Re. AL CRUE MR CLARA Se tac bkabbb nba diddoadebebdtvcoden tbh nhtibahe ow goumeliaials 54, 995 
ed, od a tide eeencaalbpcianaey dean eeenenenadt ban | 2, 500 
oe SINE DONWON non cece wecucssaes ene eee ene [esvarnntvthbessndwascaiguan 6, 455 
Oy ee We III oo ic cc ckccee cess le eeeecncuss l cenwicenmda See eeens deceed 330 
ae a ee ak dee els alta sn cabin edeissnagnbewiaad 81, 037 
Services performed by other agencies....-...........-...-.....--.....-].--2-2---2--.- 5, 750 
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Obligations by objects—Continued 


Object classification | 1955 actual 1956estimate 1957 estimate 


ALLOCATION TO DEPARTMENT OF AGRICULTURE—Continued 
08,  Gamolies ard tiateriols..... 5. coco cccccescacceccccessscs 
09 Equipment -- wih bist ecsll dihctthacdne ais tia 
15 Taxes and assessments___........----.--- 


Total, Department of Agriculture 





ALLOCATION TO DEPARTMENT OF COMMERCE 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - ----------- 
Number of employees at end of year- - 





Average salaries and grades: 
General schedule grades: 

Average salary ; iclebars ies fait $5, 997 

Average grade adh canis ; GS-10.1 


GS-9.2 





Personal services: 
OS IE in. cc ccscndnecvasaensedé = $165, 250 $585, 200 
Positions other than permanent } 
Regular pay above 52-week base 
Payment above basic rates 





eee Seen GU WHONO ooo Scene cccewcee. 
Travel ant 
Transportation of things........._---- dtecdeiatducmbeeeee 
Communication services 
Printing and reproduction 
Other contractual services---.-......----------- EELS 
NE SE CN on, susie dc eoedtiwaweunacee bees 
a el a RS le ah lati | 


Total, Department of Commerce 








| 
ALLOCATION TO DEPARTMENT OF HEALTH, EDUCATION, AND | 
WELFARE 


Total number of permanent positions__............-..-------- 
Full-time equivalent of all other positions.._......-......--- ; 


Number of employees at end of year...---.-..---------------- 





Average salaries and grades: 
General schedule grades: 
Average salary $5, 427 $5, 281 
Average grade___- 2 | GS-7.4 GS-7.3 
Personal services: 
Permanent eas: TL AEERLae Ta Rnhe pa Dea a oak on $837, 577 | $1, 759, 950 
Positions other than permanent 69, 050 | 
Regular pay above 52-week base i _ 2, 578 |- 
Payment above basic rates , 1,713 500 | 





533, 798 909, 705 
108, 585 122, 290 
15, 930 13, 100 
2, 921 | 10, 105 | 
SN EE Ss ois nnndcmcmasnerenuew ase amas 1, 190 3, 600 
Printing and reproduction 17,020 | 42, 600 
Other contractual services 91, 387 | 84, 356 
Services performed by other agencies 15, 644 
Supplies and materials 32, 392 
Equipment__- 69, 190 | 
Refunds, awards, and indemnities___................-.--- 10 | 
Taxes and assessments 1, 905 | 


SS ee ee OO 


wren 


Total Department of Health, Education, and Welfare___- 








ALLOCATION TO DEPARTMENT OF THE INTERIOR 





Total number of permanent positions 7 
Average number of all employees-----...-------------------- 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 








SNSaS aw il ew 
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Obligations by objects—Continued 


1955 actual 


Object classification 


ALLOCATION TO DEPARTMENT OF THE INTERIOR—Continued | | 


01 Personal services: Permanent positions. -.-- * me 
02 Travel 
04 Communication services 
06 Printing and reproduction. - | 
07 Other contractual services 

08 Supplies and materials 
Oe aan oencenc dest swnnwedsiwwadencdwenen ee | 


Total, Department of the Interior_- 
| 
ALLOCATION TO DEPARTMENT OF JUSTICE 


Total number of permanent positions- -_-- ; aaa 
Average number of all employees 
Number of employees at end of year- - 


Average salaries and grades: 
General schedule grades: 
Average salary ---- pee dteeks asidibba dara atten ios 
Average grade 


01 Personal services: Permarient positions. -----.-- | 3 

02 Travel_...__.. DS ee eas eee ; E d 
04 Communication services 

06 Printing and reproduction. - 4 
08 Supplies and materials_-. aos . . |-- | 
aie OF POR IP SEIS 
. i <n le | 
Total, Department of Justice... .............-.-.--- 
ALLOCATION TO DEPARTMENT OF LABOR 
Total number of permanent positions_..........-.-.-.---- 
Average number of all employees ied. acate Sie nieces matin sr overage I... ~----| 
Number of employees at end of year_..........----------- 


Average salaries and grades: 

General schedule grades: 
Average salary_...-..--- 

Average grade 


1956 estimate | 


$15, 000 
4, 000 
600 


400 


20, 000 | 


$6, 706 
GS-9.2 





1957 estimate 


$75, 300 
22, 700 
4, 500 
3, 000 
1, 500 

1, 500 

1, 500 
110, 000 


10 
9 
10 


$6, 267 
GS-9.0 
$64, 600 
15, 000 
3, 000 
7, 000 
4, 400 
6, 000 


100, 000 


61 


59 
61 


$6, 470 
GS-9.0 














01 Personal services: Permanent positions - --. $60, 350 $338, 295 
02 Travel_- ek ‘ Po 4, 600 42, 405 
04 Communication services | 500 2, 650 
06 Printing and reproduction __- : ~~ 2, 000 
07 Other contractual services --_- bale oa & esee 250 1, 325 

Services performed by other agencies___..-.....----- a = 1, 750 10, 750 
08 Supplies and materials___. ~~ -- Racandey a re licen 500 2, 650 
ae RR a ee aig | 1, 000 8, 600 
oe Ed sc. occesendbboestntunebans -| 250 1, 325 

Total, Department of Labor..-.-..........-------------- | eaiimameei 69, 200 460, 000 

Total GIG ogee gis nent se ete ceece aba wines $889, 972 1, 565, 000 6, 000, 000 
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Budget authorizations, expenditures and balances 
1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation , 500, 000 $6, 000, 000 
Proposed supplemental due to pay increases 7 65, 000 
Obligated balance brought forward - - 150, 857 


Total budget authorizations available __- , 565, 000 6, 150, 857 


EXPENDITURES AND BALANCES 

Expenditures— 
Out of current authorizations , 356, 137 4, 653, 475 
Out of anticipated supplemental appropriation 58, 006 6, 904 
Out of prior authorizations 139, 531 


Total expenditures___. , 414, 143 4, 800, 000 
Obligated balance carried forward # 150, 857 1, 350, 857 


Total expenditures and balances __ 1, 565, 000 6, 150, 857 


Put pages 94 and 95 in the record, at this time, showing the delegated 
functions costs of $6 million, an increase of $4,500,000 over last year. 
(The justifications referred to follow :) 


SALARIES AND EXPENSES, CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIES, 
FEDERAL CIVIL DEFENSE ADMINISTRATION 


Salaries and expenses, civil defense functions of Federal agencies: For neces- 
sary expenses to enable departments and agencies to discharge civil defense 
responsibilities delegated under the authority of section 201 (b) of the Federal 
Civil Defense Act of 1950, as amended, including expenses of attendance at meet- 
ings concerned with the purposes of this appropriation, and the purchase of ma- 
terials and supplies necessary thereto ($1,500,000) $6,000,000. (Supplemental 
Appropriation Act, 1956.) 

Appropriaed 1956, $1,500,000 ; estimate 1957, $6,000,000. 


EXPLANATIONS OF CHANGES IN APPROPRIATION LANGUAGE 


1. In line 7 delete ‘$1,500,000” and insert in lieu thereof “$6,000,000,” the 
amount being requested for fiscal year 1957. 
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Comparative summary, salaries and expenses, civil defense functions of Federal 




























































































agencies 
2 | | | 
2 1955 | 1956 1957 
| Positions | actual | Positions | estimate Positions estimate 
~ | | } 
Housing and Home Finance | | | 
Agency: 
Personal services...............- 0 | 0 4 $23, 000 | 66 $229, 300 
a Dt Dene BAG Este ssecnes 12, 000 
Sait aekh cc disiceevivenbeensnacees | © Lnsctastons ie 358, 700 
| SenenEEEEIEIIIRSiEnineeentianeni een 
Wet iccmatacpchncanmaliiacubece: 0 inaenrrey Oe 600, 000 
Department of Agriculture: : sp a 
Personal services..._....-- 0 0 | 0 0 80 380, 323 
I cette dimccentcbnencchie aS | DO denatccne ds ie Meihientechiiedl 54, 995 
Gideon cccduicenchswunedkonl aipnuaeieet Pe cas esea an Oe teeta 104, 682 
Ei ace canetttickistioeres Sedillo Re aati 540, 000 
Department of Commerce: i? 7 " =a ee 
Personal services_........- 0 | 0 38 166, 000 137 591, 700 
Re ia os win cuca crnioameniaie i) eet Be, BO bos keno ns 48, 700 
RE es Seiewcccccccnsscawslatdcuwennd O -fissccecced 10, 900 | seveaccnes 59, 600 
POG hittin iit icktb Obi suti | 190,000 |.....-...- | 700, 000 
Department of Health, Education | , \ F TO | } rr 
and Welfare: | 
Personal services 158 | 533, 798 16 909, 705 | 355 2, 015, 050 
Travel | 108, 585 | ‘ 122, 290 | ; 355, 000 
All other | 247, 589 | 227, 305 |: 1, 119, 950 
a ets = soem naitprarenemnubapengcamaiiie 
Total | 889, 972 | 1, 259, 300 | 3, 490, 000 
Depart ment of Interior: | cae cs 
Personal services 0 | 0 | 2 15, 000 | 9 75, 300 
I Se 58 0 | 4, 000 rene 22, 700 
All other.......-- 0 |- 1, 000 12, 000 
Total......... 0 | 20, 000 |... 110, 000 
Department of Justice: : ; yor ealihaua fue vlalaed. 
Personal services 0 | 0 0 0 10 64, 600 
a ta ce an a 0 ee 15, 000 
All other. - 0 0 20, 400 
a die 0 | 0 100, 000 
Department of Labor: * aac . | ee oe i ae 
Personal services 0 0 10 60, 350 61 388, 295 
Travel_- ee Di dcn Benet BRED haere cries 42, 405 
Rca. Cok ecs veces 0 eee Woacaanes 29, 300 
Total........ 0 69, 200 |. 460, 000 
Total: - ; | aiecnaee bam ‘ : 2 : ~ 
Personal services 158 533, 798 216 | 1,174,055 718 3, 744, 568 
ee Be Gee 4.2--..... fs ee 550, 800 
All other_- A Risks ginsctersicsere BEE Bocudewcke< 1, 704, 632 
eae a 889,972 |... 1 1, 565,000 |....-...-- 6, 000, 000 
! Includes $65,000 supplemental for pay increases. 
Mr. Tuomas. You want 718 positions against 216, last year. That 


is not right, is it? 


Mr. Starr. That is just for this appropriation, sir. 

Mr. Pererson. This is for the delegate agencies. 

Mr. Tuomas. What was that total appropriation last year, $1,650,- 
000, including the Pay Act? 


Mr. PEerEerRESON. 


Mr. Tuomas. $1,565,000. 
Mr. Osrertac. Does that mean, Governor, that this is money ap- 
propriated to civil defense but allocated by you people to these 


agencies ? 





—_  -_- ~~ 


a ae 
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Mr. Pererson. Yes; and we do this under the authority of the law. 
We make these delegations with the approval of the President and 
it becomes an order to them. 

Mr. THomas. Department of Commerce, Health, and Welfare, and 
so forth. 

Civi Derense ProcurEMENT FUND 


Right quick about your fund, is anybody clear on this revolving 
fund of $4 million created in 1951, or was it $5 million? 

Mr. ArrKken. Five million. 

Mr. Tuomas. I have a note here “$5 million procurement fund set 
up on a maximum basis in 1951 to take the load off the legislatures 
when they weren’t in session.” 

Is that correct ? 

Mr. Starr. The procurement fund is needed because of the fact 
that the Federal Government requires that in order to initiate pro- 
curement, funds must be present in the till, and in this case, we use 
this fund so the dollars are available. We can collect later by being 
reimbursed by the States. 

Mr. Tuomas. Isn’t that exactly what I said? We won’t argue about 
it, but we will just let it go at that. We are all clear on it, then. It 

yas created back in those days because the States didn’t have the 
money, they were going to come in later, the legislatures hadn’t met, 
and so forth. Isn’t that what I said? There is no disagreement 
between us. 

Mr. Starr. No, sir. 

Mr. Tuomas. Do you need the $5 million or do you need any of it? 

Mr. Starr. We need $2.5 million. 

Mr. Tuomas. For what? 

Mr. Starr. To continue this program and handle the Federal pro- 
curement. 

Mr. Tuomas. How much of the $5 million do you have now ? 

Mr. Starr. We still have it all. 

Mr. Tuomas. Why do you need it then, if you have it all? 

Mr. Srarr. We are not requesting money under this. This is a 
continuing appropriation of $5 million. 

Mr. Tuomas, No; it isnot continuing appropriation. There is only 
one appropriation, it is a revolving fund and hasn’t been supplemented. 

Now, you offer to give up $214 million and we ask, why not give it 
all up or keep it all. You say you have $5 million now, which indi- 
cates you don’t need any of it. Is that correct ? 

Mr. Srarr. You are asking for the financial status and I don’t have 
a financial status report. I don’t know how much is committed. 

Mr. Tuomas. I thought you said none of it was committed. 

Mr. Pererson. I think, Mr. Chairman, we had better just keep the 
$5 million. 

Mr. THomaAs. Maybe you have something, Governor. 


CIVIL DEFENSE DELEGATED FUNCTIONS 


Mr. Pererson. May I just say in connection with this program of 
the delegate agencies, that we feel we are making tremendous progress 
in this area and that the delegate agencies are — an excellent job, 


and we believe this is the way in which to build civil defense. 
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If the committee has any disposition to hear them, I have a repre- 
sentative of HEW out here standing by to discuss their accomplish- 
ments in this field and what they would like to do the next year. 

If the committee doesn’t feel it necessary, there is no need in hearing 
him. I just wanted to say I did have a representative here, so we 
could make a full explanation. 

The reason I picked an HEW representative is because that Depart- 
ment has the largest program. They have $1,259,000 this year and 
they are asking for $3,490,000 next year, and T think that ‘they are 
doing an exe ellent job, but I don’t care to impose upon your time unless 
you want to hear them. You, of course, can hear them at any time. 

Mr. Evins. I want to commend the Governor. I think he is a 
strong advocate for his agency and I like to hear a strong advocate 
speak up for what he believes in with conviction. Although this com- 
mittee may not always agree with the position he takes. 

I would like also to make an observation in good humor—I had 
these observations as I reviewed your budget—that if we had known 
in rec ent years how close we were skirting to the now famous “brink 
of war” that I am sure you gentlemen could have just sent a messenger 
boy up here with a chit and we would have just picked it up. 

Mr. Tuomas. And doubled it. 

Mr. Prrerson. The gentlemen will understand my feelings if I 
am mute on that point. 

Mr. Evins. We are all impressed with the immense problem which 
vou have. We are going to expect great things out of you, should 
the going get tough. I don’t believe you have come here with a 
“scare” program. We are always prepared to listen to the poten- 
tialities of civil defense as we are in a military program. 

In 1955, you had no funds requested for any of these agencies—no 
actual funds, except for HEW. 

In 1956, your estimate was $26,500 in once case, $20,000 in another, 
and $69,200 in another. 

In 1957 these estimates have jumped enormously. Now, here all 
of a sudden in this year of 1956, we are going to allocate to Housing 
and Home Finance Agency, Department of Agriculture, Department 
of Commerce, Department of HEW, Department of Interior, De- 
partment of Justic ey and Department of Labor, $6 million. 

My fundamental inquiry is, why is all of this amount all of a sud- 
den proposed to be allocated to these agencies? Based upon the 
history of your agency in the past you have not been requesting much 
in the way of funds for these agencies ! 

Mr. Pererson. Mr. Evins, I think the answer is simply this: This 
agency did not realize the tremendous power that was latent in the 
law, as written by the Congress in 1951, and simply had not utilized 
this tremendous Weapon or tool that exists in the Federal Government. 

We became very aware of this in 1954 and started making these 
delegations. I think the first one was made July 14, 1954. FCDA 
Delegation No. 1 was signed by the President. on July 14. 

Now, some good things come out of congressional inquiries. When 
we went before the Senate Armed Forces Subcommittee on Civil De- 
fense last winter and spring, they asked questions in this very area 
that we had anticipated some half a year orso. They said “What have 
you done in the field of highway construction? What have you done 
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to utilize the facilities of the Bureau of Public Roads to build the 
kind of roads necessary to get American people out of these cities? 
What has the Department of Agriculture done to provide food sup- 
plies for the people of America in an attack? What has Health, Edu- 
cation, and Welfare done in tli field of its public health program to 
protect the health of the people, the water supplies, and provide sani- 
tation for these mass movements, and to help clean up after these cities 
are bombed,” and so on down the line. 

Well, we had made many of these delegations before that time. We 
are now making more of them as we go along, and this is in strict con- 
formity with the philosophy of this law which says that in civil de- 
fense we are not to duplicate but to utilize the existing facilities of the 
Government. 

I would just simply say that starting in 1954, and through 1955 and 
now into 1956, we have been more and more aware of the availability 
of this tremendous resource, and we are trying to put it to work. 

Mr. Evins. Mr. Administrator, I trust it is not your intention to use 
any of these funds for promoting through these other agencies propa- 
ganda programs over radio and television during this election year. 

Mr. Pererson. Oh, no; not at all, sir. 

Mr. Evins. Why do you carry this fund request under “Radio and 
television, education to the public” ? 

Mr. Pererson. I am afraid there is some misunderstanding here be- 
cause that is not the case at all, sir. Not at all. We want to step up 
our radio and television and educational program, but we are doing 
that. under our operations account. 

Mr. Evrys. You are going to do that under the operations account 
and you are going to do that yourselves. 

Mr. Pererson. We are not allocating a penny to these people for 
anything of that kind. 

Mr. Evins. There will be no television work on the part of Housing 
und Home Finance Agency for your agency ? 

Mr. Pererson. Not that we know anything about. If they incor- 
porate it in some program they have, that is another matter, but it is 
nothing we are specifically working on. 


ALLOCATION TO THE DEPARTMENT OF LABOR 


Mr. Evins. Whiy is it necessary for the Department of Labor to have 
$460,000 ? 

Mr. Pererson. Because in the event of an attack on the United States 
such as was portrayed in Operation Alert, last June, you will remem- 
ber, we would have millions of people dead and injured. We would 
also have a tremendous problem of moving the manpower resources 
of America from States that were not damaged into States that had 
been damaged and put people to work, and there should be no element 
of the Government that has as much competence in the manpower field 
as does the Department of Labor. And we want them to study those 
problems. 

ALLOCATION TO THE DEPARTMENT OF COMMERCE 


Mr. Evins. Why would the Department of Commerce need $700,000 ? 
Mr. Pererson. Well, they have a whole series of program that we 
want them to undertake for us, such as that of their Weather Bureau. 
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We have their people in Battle Creek and all our regional offices. 
They are helping us prophesy these winds at high levels so that we can 
predict fallout patterns. They are also helping us in natural dis- 
asters. They are working, through Public Roads, with respect to city 
streets, traffic surveys, how to control traffic and how to build high- 

yays to handle evacuation, where evacuation is dictated by the facts. 

We have them, through their Bureau of Census, helping us make 
urban analyses, so that we will know what the population patterns 
are in towns at any given hour of the day or night. Now those are 
three of the areas. 


ALLOCATION TO THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Evins. Other than the one illustration you gave earlier about 
Health, Education, and Welfare—and I believe that was the testing 
of a certain medicine—what other programs do you contemplate their 
performing ¢ 

Mr. Perrrson. May I just turn to the report here. 

Mr. Evins. Just list 1 or 2 of the major ones. 

Mr. Prrerson. Through their Social Security Administration, we 
want them to work out plans for the temporary relief and aid of 
civilians who are injured or in want as a result of attack. That means 
they will actually have to put in their hands some type of money or 
script or something that will permit them to get food, clothing, and 
shelter in America. 

Another thing, we would want them to provide for the clothing 
for individuals in America. In others words, we want to use the 
welfare aspects of the Social Security Administration because they 
are dealing with the cities and States—the States in this area now. 

That is one illustration that we have in mind. I mentioned food 
and drug. I discussed that adequately. 

The field of education I started to mention. Through the Office 
of Education, they have now worked out for us, in three pilot studies, 
a manual for teachers in the civil defense field. They are now work- 
ing out, in three other pilot areas, a curriculum for teachers to be 
utilized in secondary and high schools. 

Mr. Evins. Do they distribute those pamphlets and manuals? 

Mr. Pererson. They will do that in the schools through their 
program directly ? 

Mr. Waener. Yes, sir. 

Mr. Evins. We have your assurance that none of the funds allo- 
cated to these agencies will be used for radio and television purposes? 

Mr. Pererson. No, sir; we are going to use that money ourselves 
and control it through our own department. 

Then, they have basic sanitation studies—how to protect the milk 
and water supply of America. 

Mr. Evins. Isn’t that basically one of their functions anyway ? 

Mr. Pererson. That is correct. That is correct. But here is 
what we run into. Last year this committee—I am glad you raised 
that point because I think we ought to face it squarely. 

Last year this comittee took the attitude that these departments 
should absorb the cost for this type of operation within their ap- 
propriated funds. 
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They came back at us and said they simply were budgeted so tight- 
ly that they had no money for these purposes. As a matter of fact, 
] think they raised the question as to whether they were justified 
in using it legally. 

They came in with requests for the amounts of money they feel are 
necessary to assume these responsibilities within their own agencies. 

Now, it is going to take some money. I think $6 million is a rather 
small sum for the amount that we can accomplish here. However, if 
you were to ask somebody else to do this—if we were to do it our- 
selves and go out and get the personnel and the buildings and every- 
thing—we would be duplicating what already exists in the Govern- 
ment. Ithink this isa very, very sound program. 

Mr. Evins. I think it is important that you coordinate your activi- 
ties with the other services of Government and that each perform 
such functions as they can within their sphere. 


EDUCATION SERVICES ACTIVITY 


Is it your plan to use these media of informing the public of what 
civil defense is doing, or do you intend to impress upon them what 
could happen? In other words, your education program will tell 
what you have done, or what could happen to them ¢ 

Mr. Pererson. I think the American people now pretty well know 
the facts of the atomic age. We are more concerned now with pro- 
grams that will direct their activity into the lines that will be neces- 
sary for them to survive, as individuals. 

Mr. Evins. What age groups will this educational program be 
directed toward ¢ 

Mr. Prrerson. We will try to direct it toward all age groups in 
society. We will use every media of communication. 

In the past—and as I understand it this will be true this year, too— 
we will not buy any time ourselves on the radio. We do not es any 
space in newspapers, we do not buy any space in magazines. We will 
spend money, however, to employ talent to work up programs and to 
participate in programs, but the space and the time is donated to us 
by the radio and the TV people and by the newspapers. As a matter 
of fact, the American newspapers have donated to us millions of 
dollars worth of space as have also the radio and television people. 


WAREHOUSING PROGRAM 


Mr. Evins. I believe the chairman has spoken about the rate of 
deterioration of your products, but I would like to refer to your 
chart—I believe it is chart K. Just observing this chart I notice that 
at, Carrollton, Ga., for instance, you have $3,940,000 worth of supplies 
stored in Carrollton, Ga. 

At Rockwood, Tenn., which is very near the atomic bomb plant, and 
where a lot of vital installations are located, vou have $480,000. 

How do you determine how much shall be placed at a particular 
point ? 

Mr. Arrxen. Carrollton warehouse was activated early in the pro- 
gram and it is larger than the others. 


OO OOEOEOEeeEeEeeeO 
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Mr. Evins. Is that one of your programs to move some of the excess 
over into perhaps more strategic warehouses / 

Mr. Pererson. Yes. 

When they first laid out this program, they were only concerned with 
two results of an atomic explosion. They were concerned with the 
blast and the fire. And I think those warehouses without exception 
were well located with respect to those phases of the threat. How- 
ever, now we have this business of radioactivity. We are going to 
have to relocate—we may have to relocate some of them because of 
the fact that they are located in places that are bad from that fallout 
standpoint. In other words, they are in the path of prevailing winds 
at high altitudes. However, in addition to that, as Mr. Philips has 
pointed out in the past, and the chairman, it appears very wise to 
break up some of these big stockpiles into smaller units. It 1s obvious 
there is a strategic advantage. You can’t hit all the little ones, but 
you might hit some of the big ones. We are trying to reexamine this 
program all of the time. I think I see your point in these two ware- 
houses. This one down here at Carrollton I assume was located where 
it was to give relief to Atlanta, Ga., which is a big city in that area. 
Also to Birmingham. 

Mr. Evins. I just wondered what caused you to make some exceed- 
ingly heavy and others which appear to be important areas, lightly. 

Mr. Pererson. I imagine it is because we have free space. 


PUBLIC OPINION SURVEYS 


Mr. Evins. To what extent has your agency been able to stimulate 
the results from your previous TV and radio educational programs? 
You have been on the air and have had television programs, but how 
have you been able to calculate and determine results ¢ 

Mr. Pererson. The only way we have been able to do it is through 
some surveys that we have had made by the Michigan University 
Public Research Bureau—we made a series of surveys—about one a 
year through them. I am sorry I don’t have in my mind the results of 
those surveys. I could make them available for the record or to you 
personally. 

Mr. Evins. Have you had tangible results in the numbers of volun- 
teers that have come and offered their services? There ought to be 
some tangible result from all these radio and television funds. 

Mr. Waener. There isan increasing interest. 

Mr. Pererson. We have had an increased interest in our program. 
There have been people who have volunteered. Tlowever, I must say 
in the early days of the program there was a call for volunteers made 
over the air and in other ways and we simply did not have the proper 
place to utiliae the services of the volunteers, so actually those calls 
were a disservice to the people rather than a service to them. We are 
trying now not to ask anyone to volunteer unless we have some sensible 
way in which to utilize his time and effort. 


NEED FOR INCREASED CIVIL DEFENSE EDUCATIONAL SERVICES PROGRAM 


I would only make one observation, sir, with respect to the amount 
of money we have put in this field of education, this broad field of 
education, including public information. The amount which we have 
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put in, in terms of the amount that any one company puts in to sell 
soap or perfume or automobiles, has been very, very negligible. Ac- 
tually, we have put in very, very small amounts of money. “When you 
consider we are dealing with a new job, an intricate problem and have 
170 million people to sell it to. 

This year we are spending $900,000 in this field. In 1955 we spent 

761,000. In 1954 we spent $510,000. Now, we are asking to jump 
that up. 

This year we are asking to spend $2,678,000. 

Mr. Evins. ‘That is the: thing that impressed me about your budget. 
In this year of 1956 you have a tremendous buildup for radio, tele- 
vision, and education. Why is it necessary to have so much funds for 
this purpose for this year? 

Mr. Prererson. Because we haven’t done as good a job as in the past 
and because there is more interest in civil defense than in the past and 
I think part of it is due to the fact of the announcements made by the 
Russians and due partly to the fact of the investigations held by the 
Congress last year which have stimulated a ood deal of interest in 
various circles in America. I think those are some of the reasons this 
program has livened up. 

Mr. Evins. Was it built up on your own initiative or as a result of 
conferences with the Bureau of the Budget ? 

Mr. Pererson. It was built up on our own initiative. As a matter 
of fact, I assume that our enthusiasm exceeded theirs, and I assume 
there is some difference between the figures we submitted and the 
figures we came up here with. 

Mr. Tuomas. That is a mild understatement. 

Mr. Waener. In addition, the radio and TV stations are now more 
willing to use our materials. For instance, Mutual has taken 2 pro- 
grams a week, starting about 4 months ago. ABC has now agreed to 
take 3 programs a week, starting, I believe, in about 2 weeks. 

Mr. Evins. They will take all you pay them for; won't they ? 

Mr. Pererson. We don’t pay them for time. They are making a 
donation to us and the public. We only pay for production of the 
show and for materials necessary to put on the program. The big 
expense item, time, is donated. 

Mr. Evins. Why this enormous request for radio and educational 
programs? That is still my question. 

Mr. Pererson. Because we will never get the program across until 
we get the information to the people. 

Mr. Evins. Does civil defense employ people to go on the radio and 
television political propaganda campaign ? 

Mr. Pererson. No, sir. The programs will be of a civil-defense 
nature that we have worked up through our own personnel. 

Mr. Waener. The radio is only $146,000. Television is $558,000. 

Mr. Evins. That still doesn’t reach your total figure here requested. 

Mr. Pererson. The figure of $2.6 million. 

Mr. Waener. That is the overall program in education. Television 
is about $500,000 of that. 

Mr. Evins. Is it because our critical international situation is get- 
ting worse all of a sudden that we have to spend more money for this 
purpose during 1956? 
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Mr. Pererson. I think the best answer is that we haven’t done the 
job we should have done and we are trying to do the job. We have just 
made a feeble effort. We just haven’t done the job in this area. 

Mr. Evins. Did you encounter any resistance at the Bureau of the 
Budget on this? 

Mr. Pererson. I am certain we encountered their normal resistance 
to these matters. 

Mr. Evins. You are pretty articulate, persuasive, and eloquent and 
you bowled them over and they said, “Go ahead, Governor, and get on 
the air and television this year”? 

Mr. Prererson. Sometimes I wish they were more easily persuaded 
than they are, sir. 

I think any apologies for anything we are doing in civil defense 
should be apologies for not having done a better job in the past. In 
that connection we have not always been given the support we needed 
to do a job in the past. 

Mr. Evins. This committee gives you support and you have my sup- 
port in legitimate civil-defense activities. If it is confined to that, T 
say go ahead. If it is not for that purpose, the committee wants to 
inquire. 


DISPOSITION OF ENGINEERING STOCKPILE AS SURPLUS PROPERTY 


Mr. Archambault, the Governor asked you a question about dis- 
posal of engineering stockpile to the States, in response to a question 
from the chairman, and you said, “Not in that way.” It couldn’t be 
disposed of in that way. 

What other alternatives are available? When you say, “Not in that 
way,” that leaves other ways. 

Mr. Arcnampavutt. That referred to the engineering stockpile 
which is now Federal pronerty. We are without authority to give 
away Federal property. The only thing we could do currently is to 
declare it excess to our needs, put it in the excess property channels. 
Tf no other Government department wants it, it can then be declared 
surplus. 

Mr. Evrns. In other words, you have a method of disposal available 
to you if the administration wants to dispose of these to the States? 

Mr. ArcHampattr. Through the States. 

Mr. Pererson. I have found out in connection with the surplus 
property bill that we appeared on here in the House last spring, that 
in the surplus property disposal program, the Government is recover- 
ing about 8 percent of the dollar value of the merchandise being dis- 
posed of, and out of that comes administrative costs. So out of all 
of this surplus that we are disposing of, in effect the American Gov- 
ernment is just giving it away. 

Now, I am inclined to think, Congressman Evins, that, rather than 
disposing of it by selling it, maybe we would be better off to just hang 
on to what we have and utilize it in emergencies where we can. I 
don’t know, I will look into that some more personally because I am 
intrigued with that. 

Mr. Priturs. I have no questions but I would like to make two 
comments. 
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You made the statement, Governor, that you were required under 
the law to do all this work on the basis of the act; for instance, the 
military would require you to give them clearance before they could 
put military forces into areas that had been under attack. 1 didn’t 
read that in the act nor did I understand it when you read the act, 
today. That leads me to the second question, that I think this pro- 
gram which is of unquestioned importance and value—I am ‘ot in any 
way depreciating that—but will always fall short of success, as long as 
we operate on the basis that you pour money in at the top and do 
everything on a Federal level. I don’t think it is going to be success- 
ful until you can do something to arouse the interests of the people 
at the grassroots, get them to do the work and put up the money- 
even the States—and then the agencies of the States will do it, and 
the individuals, and until that time, which is an extremely difficult goal 
to achieve, I do not think you will ever have complete success. I have 
no other questions. 

Mr. Osrertrac. Governor, I want to compliment you on the work 
that your organization has done in these disaster emergencies. I do 
not need to assure you of my interest in the program and my concern 
with the problems of civil defense. 

I feel that we in the Congress, as well as the people as a whole, have 
not been sufficiently concerned and perbaps the administration might 
have certain weaknesses in that regard, too. 


POSSIBLE AMENDMENTS TO CIVIL DEFENSE ACT 


It prompts me to ask this question, as to whether or not you and your 
administration have considered taking a new look at your program 
and the law, to determine the need for changes to bring the general 
operations and responsibilities of civil defense in line with new devel- 
opments. Are we recognizing that we are in an atomic age and that 
this act that you are now operating under, to a certain extent, is of 
the World War II vintage ? 

Would you care to comment on whether or not you are handicapped 
by virtue of an outmoded law? 

Mr. Prererson. Mr. Ostertag, as you know, we served together on 
the Commission on Intergovernmental Relations and a report was 
made on this subject by that Commission, which I did not prepare, as 
you will recall. It was written by staff people and I had no more to 
do with it than any other member of the Commission. As a matter of 
fact, I tried to stay out of it. 

That Commission suggested that the Federal Government must take 
a stronger role, or play a stronger role in this field of civil defense 
because of the nature of an atomic attack, if a hydrogen bomb falls. 
If it falls on Philadelphia, it involves parts of 3 States, 11 counties, 
and 39 cities of over 10,000 and there must be the utmost cooperation 
between them or you get nothing done and jeopardize all the lives. 

In addition to that study—which made some other recommendations 
that escape me at the moment—the National Planning Association has 
made a report in the civil-defense field. They have recommended that 
there be created a department of nonmilitary defense to incorporate 
all aspects of steers defense, which includes the decrease of 
urban vulnerability, the dispersal of industry, civil defense, and cer- 
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tain other responsibilities that have rested largely in the Office of 
Defense Mobilization. 

In addition to that, General Sarnoff, who appeared here this morn- 
ing, prepared a study in this field at the request of Governor Averell 
Harriman of New York in which he makes some recommendations. 
There have been other studies. 

I have been studying the matter myself, as has my staff. I feel 
that we will eventually have to modify the law so that instead of pro- 
viding that civil defense is primarily the responsibility of States and 
localities, I think we will have te modify it to read it is either pri- 
marily the responsibility of the Federal Government or a joint re- 
sponsibility—you have to utilize both of them. 'The Federal Govern- 
ment has to do more than it has done in the past. 

We have considered such things as asking the Congress to amend 
the law to provide for matching administrative expenses at the State 
and city levels. 

We believe that in the final analysis we will not have a good pro- 
gram unless we have the authority to establish standards and run 
inspections. In other words, you cannot have a thing as important as 
this operate forever on purely a volunteer, loosely bound type of 
operation, as opposed to a Federal operation. 

Now, Congressman Ostertag, we have not asked for this legislation 
in this session—at least not as of now—this and some other modifica- 
tions in the law. We have not asked for it because we have thought 
that it was better wisdom to await the evidence that will come from 
these survival studies that we are making. We expect that we would 
get a tremendous amount of information and evidence from these 
studies that will permit us to draw up the soundest possible type of 
civil-defense plan for America. And whether we are right or wrong, 
it may be we should be pressing forward on both fronts simultane- 
ously, but we have hesitated somewhat, awaiting some evidence from 
these studies. 

We also believe that the governors should be assured that the ground 
elements of the National Guard would be available for State use fol- 
lowing an attack for civil-defense purposes. And I can say to you 
that, generally speaking, there is agreement on that in the administra- 
tion, including, of course, the military. We believe that certain ele- 
ments of the Regular Army should be made available for civil-defeise 
purposes following an attack, on the basis that you cannot ship troops 
out of America anyway for quite a period of time, and certainly we 
will all want to help one another. 

We believe that Reserve officers and enlisted men in the Reserves 
should be given credit for participation in civil-defense activity toward 
retirement. That there 1s nothing better they can do than to help 
clean America up, rehabilitate America, and save lives in case of an 
attack, if they cannot be readily used elsewhere. 

Those things are being discussed between our agency and the Defense 
Department. 

Now, the Governor’s Conference has appointed a committee at my 
request which is working in thissame area. And by the way, all of the 
governors without respect to politics believe that the Federal Goverr- 
ment must take a stronger hand in this field. 

The same thing is true of the mayors. They are meeting in Washing- 
ion, February 16 and 17. They have this same feeling. 











99" 


mami 


I hasten to add that there is no feeling that I know of, on the part 
of the governors or the mayors, that they must not have a big respon- 
sibility. You must use the resources at the city and State level. But 
they have a feeling that this problem is so overwhelming and so big 
that the resources of the Federal Government must be utilized more 
effectively. 

Mr. Osrerrac. Do you mean dollarwise? 

Mr. Pererson. Yes; but more than that, also in this delegation pro- 
gram where you are not using so many dollars as you are using the 
machinery that already exists. 

They say, “Well, we will get more interested in civil defense when 
the President of the United States say to the Department of So-and-So, 
‘You get busy and take over the fuel problem, or the power problem, or 
you provide the food out of your Department of Agriculture. You 
come up with a transportation plan.’ ” 

They say, “This Government is a big and powerful thing and we 
will be more serious about our responsibilities at the city and State 
level when we see that the total Federal Government is more ser ious 
about its responsibilities at that level.” 

That is why we think this delegation program is so very, very 
important. 

Also, I might say this, if it is appropriate before a congressional 
committee, that many governors and mayors have said to me, “We will 

take civil defense more seriously when the Congress takes it more 
seriously,” and among other things they feel the Congress has not 
taken it seriously because they have not so far participated in these 
“operations alert.” In other words, last June you conducted business 
as usual while the rest of the country, including the President, was 
concerned about what we should do should an atomic weapon fall upon 
our heads on that particular day. 

I don’t offer that as any criticism. Iam just suggesting what these 
people say about these things. You may have heard them yourselves. 

Mr. Ostertac. Don’t you i think, Governor, it is nearly time that this 
whole thing was brought into focus as to the degree of Federal respon- 
sibility and how it can best be exercised. If our law or the author ity 
of the law is only applicable to such an emergency as World War I], 
then it is time to make a change ? 

Mr. Pererson. Well, I think there is much merit in the viewpoint 
you express and I can assure you that as an individual I have been 
thinking more and more in those directions. It is a little matter of 
timing new, sir. 


LIAISON WITH AIR DEFENSE COMMANDS 


Mr. Osrerrac. In the discussion of your contributions and the sys- 
tem involving communication and warning, I take it that you are 
familiar with the Defense Department’s program involving a system 
known as Sage. 

Mr. Prrerson. Yes, sir. 

Mr. Osrertac. Does that have any relation to civil defense in any 
way? What is the connection between “defense” and “civil defense” 
with regard to early warning and communications / 

Mr. Pererson. At each one of the air-defense divisions, we have had 
in the last year one man as a liaison man. He sits right there with 
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the commanding general and his staff, watching the posting of the 
enemy pattern on the board. By the moneys you made available 
to us in fiscal year 1956, we are stepping that up to include around-the- 
clock liaison at those points. Those are the men who will trigger 
off the civilian action in event of an attack, including triggering off 
the activity of the Government here in Washington. 

As I understand the Sage program, Sage is an attempt by the Air 
Force to develop electronic devices that will permit them to do a much 
better job of detecting the enemy and then identifying the enemy and 
then taking the appropriate military action. ; 

That will also be very helpful to us because it will permit them in a 
much shorter time to make up their minds whether this is the real 
thing and the attack is underway on America, than it would under 
the present system. 

Mr. Osrerrac. It will utilize what you might term existing telephone 
communications, will it not ? 

Mr. Pererson. Yes. 

Mr. Ostertac. There would have to be new facilities, but it would 
be privately operated. 

Mr. Prrerson. I don’t know if I follow you. 

Mr. Osrerrac. It would be a contract with the telephone company. 

Mr. Prererson. Yes. We have in places at the present time our 
method of dissemination of the warning after it has been given to us 
by the Air Force. 

Now, if there is some possibility of our effecting a better relationship 
and working out a better system, tying in with Sage, we would cer- 
tainly be alive to that. 

Mr. Osrertac. The point I am interested in determining is whether 
or not there is any relationship between civil defense and the Defense 
Department in the matter of developing a warning and communica- 
tions system for use in the event of emergency. Studies have been 
made and contracts are currently being negotiated. Is there any con- 
nection between your responsibilities and the military, and can these 
responsibilities be coordinated. 

Mr. Perrerson. Yes. We are very closely related to them, work 
very closely, and as a matter of fact that closeness of relationship 
exists not only in the field between our organizations, but also, Con- 
gressman Ostertag, exists at the national level. 

Mr. Osterrac. Governor, your total request for fiscal year 1957 
amounts to $123.200,000, is that correct ? 

Mr. Pererson. Yes, sir. { 


UNOBLIGATED FUNDS 


Mr. Osrerrac. What is your estimated carryover, or unexpended 
balance as of June 30, 1956? 

Mr. Prrerson. There wouldn’t be anything in the operations ac- 
count. That will be used. In the contributions and surveys, plans, 
and research we are estimating a $6 million plus carryover. 

Mr. Srarr. Four million in contributions and $2 million in sur- 
veys, plans, and research. 
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Mr. Pererson. They estimate $6 million. I would consider that 
a guesstimate rather than an estimate. 

Mr. Osrerrac. I mean unobligated. 

Mr. Starr. Our annual accounts lapse for obligation on June 30, 
1956. On Federal contributions we expect $4 million plus to be 
unobligated and on surveys, plans, and research $2 million to be 
unobligated. 

Mr. Osterrac. In other words, there would be very little that 
would be available for expenditure as a carryover ? 

Mr. Srarr. Very little available for obligation, sir. 


RADIOLOGICAL INSTRUMENTS 


Mr. Osrertac. In regard to subsection 7, section 201, which has 
to do with the amendment that the committee put in last year, giv- 
ing you the right to distribute on a loan or grant basis to the States 
and localities, these radiological instruments and detection devices 
for education and training purposes. 

Has anything developed wae that program, Governor? 

Mr. Pererson. Yes, sir. We have procured 165,000 instruments in 
fiscal year 1956. They haven’t been delivered. I mean they are 
bought. We will use all the money for that purpose. We have insti- 
tuted a training program in our own agency so that every person, 
every stenographer, and everyone else will be trained to handle these 
monitoring devices, and it requires quite a little training in all of 
our regional offices. We have started schools to train the State and 
city people how to utilize these instruments. There are 3 or 4 different 
types, you see, and they are somewhat intricate. We are in the process 
of making these instruments available to the cities and States for train- 
ing purposes. We intend, under the terms of that amendment, to 

rant those instruments to the cities and States for training purposes. 
But when it comes to operational purposes we expect them to fad them 
and match under the regular contributions program. 

Mr. Osrerrac. But actually the training has not really reached the 
grassroots yet ? 

Mr. Pererson. No, sir. I am sorry to say it has not. I would say 
further—and they say you should never volunteer anything—I would 
say we have had approximately 4 months to do it, and T think we 
should have done better than we did in 4 months, though 4 months is 
not a lot of time. I personally think we should have done better, and 
I have so indicated to the appropriate members of my staff and I 
shall continue to do so. 

Mr. Ostrertac. How does it look ahead? Will activity in this field 
be stimulated this year ? 

Mr. Peterson. Yes, sir. As a matter of fact, it is a must, and I 
think we can come in with a very good report on it. 

Mr. Tuomas. Thank you, Governor, and your staff. It is nice to 
have you over here. We have enjoyed working with you very much. 

Mr. Pererson. May I thank you, Mr. Chairman, and the members 
of your committee for your courtesy and kindness to us today. 

Mr. Tuomas. Thank you. Good luck to all of you. 
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Mr. Tuomas. Gentlemen, will the committee please come to order? 
We have with us this afternoon the Veterans’ Administration so 
ably represented by our distinguished friend, Mr. Higley, the Admin- 
istrator; Mr. Patterson, the Deputy Administrator; Mr. Kelsey, the 
Controller; Mr. Baker, the Budget Officer; Mr. Wells, assistant to 
the Budget Officer; Mr. Knapp, Director, Legislative Projects Service 
and Assistant Administrator for Legislation; Mr. Lamphere, Assist- 
ant Administrator for Appraisal and Security ; Mr. Edgar, Assistant 
Administrator for Construction; Mr. Schweickart, executive assist- 
ant to Assistant Administrator for Construction; Mr. Longfellow, 
Assistant Administrator for Administration; Mr. O’Neil, Chief Pur- 
chasing Agent, Assistant Administrator for Administration; Mr. 
Hoener, Director, Office Methods Service, Assistant Administrator 
for Administration; Mr. Lodge, Director, Information Service. 

We have our very distinguished friend here, Dr. Middleton, Chief 
Medical Director; Dr. Zink, Deputy Director for Operations; Mr. 
Schoen, Acting Controller; Mr. Gardner, Deputy Chief Insurance 
Director; Mr. Poissant, Chief Actuary. 

Then from the Department of Veterans Benefits, we have Mr. Stone, 
Chief Benefits Director; Mr. Driver, special assistant to Chief Bene- 
fits Director; Mr. Monk, Controller; Mr. Coile, Director, Vocational 
Rehabilitation and Education Service; Mr. Sweeney, Director, Loan 
et Service, and Mr. Brooks, Assistant Director for Veterans 

laims. 

That is a rather distinguished list of gentlemen. I am sure you 
realize it, too, Mr. Administrator. 

Mr. Hietey. I do. 

Mr. Tuomas. You have some very fine, capable men and some out- 
standing public servants. 

Do you have a statement for us? 

Mr. Hictry. Yes, sir. 

Mr. Tuomas. We will be delighted to listen to you as long as you 
want to talk. 

Mr. Hietry. Thank you, Mr. Thomas. 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, we are appearing 
before you today in connection with the fiscal year 1957 appropriation 
requirements of the Veterans’ Administration in a total amount of 
$4,719,495,000. This total is composed of $3,737,950,000 (79.2 percent) 
for benefit payments, $757,278,500 (16 percent) for medical care, 
$51,447,000 (1.1 percent) for construction and $172,819,500 (3.7 per- 
cent) for all administrative costs. The total amount requested is 
approximately equal to the total appropriated for the current year 
including proposed supplemental appropriations of approximately 
$252 million; however, our 1957 request includes increased medical 
and construction costs of about $26,800,000 offset by decreased needs 
of approximately $21,500,000 and $3,600,000 for direct benefit pay- 
ments and administrative costs respectively. 


COMPARISON OF APPROPRIATION FOR 1956 AND REQUEST FOR 1957 


The following table presents a comparison by appropriation of the 
amounts requested for the fiscal year 1957 with those appropriated 
for the current year: 
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Reduction (—) or 








| Appropriated,! Requested, increase (+-) 
Appropriation fiscal year | fiscal year pitt ct eel.) 
1956 | 1957 | 
Amount | Percentage 
General operating expemses_..____.........-.-- | $167,914,000 | $164, 436,000 | —$3, 478, 000 | —2. 07 
Medical, administration, and miscellaneous | 
GDOTOLMEE GUPOMONE. « « «22 - nc cene nee n us | 16, 099, 600 16, 453, 000 +353, 000 +219 
a inet Es vin tien unig on alembatenail 650, 290, 600 | 662, 900, 000 | +12, 609, 400 | +1. 94 
Outpatient care______ | 85,971,200 | 82, 638,000 | —3, 333, 200 | ~3. 88 
Maintenance and operation of supply depot. 1, 642, 200 1, 671, 000 | +28, 800 | +1.75 
Compensation and pensions ___-- 2, 820, 000, 000 | 2, 907, 000, 000 | +87, 000, 000 +3. 09 
Readjustment benefits_____..._........--.--- 812,097,000 | 775, 000,000 | —37, 097, 000 | —4. 57 
Military and naval installations. - ‘ 4, 868, 000 | 5, 000, 000 | +132, 000 | +2.71 
National service life insurance -_--_-.__..-_- | 81, 300, 000 | 23, 200, 000 | —58, 100, 000 —71. 46 
Servicemen’s indemnities_-__.............- 40, 500, 000 | 26, 750,000 | —13, 750,000 | —33. 95 
Service-disabled veterans’ insuranee fund. | 750, 000 1, 000, 000 | +250, 000 | +33. 33 
Grants to Republic of Philippines_- Li 2, 500, 000 2, 000, 000 — 500, 000 | — 20. 00 
Hospital and domiciliary facilities. _ 30, 000, 000 | 47, 000, 000 | +17,000, 000 | +56. 67 
Major alterations, improvements, and saapals: 3, 900, 000 4, 447, 000 | +547, 000 +14. 03 
PPG tie seas) a . 
, aes teckins ndddascwes | 4, 717, 832, 600 | 4,719, 495, 000 | +1, 662, 400 | +. 03 
| i 
1 Includes estimated supplemental a as follows: 
Increased pay costs__.---...--- alt acilieth ind i ca HN ie et ... $45, 454, 600 
Additional need for outpatient medical care___ ale ; : Nee week 500, 000 
Compensation and pension payments... -. Sik Ladd oles «bk ccccketedseRes .. 20,000, 000 
Readjustment benefits__- Ne eee Po ee ae ee 185, 000, 000 
Service-disabled veterans’ insurance fund - FA becky pi ek dt hiniecclabibcie ind acl w necdie thie ipe= 750, 000 
Total_-_-- AR APT eyed Sale 5 oO Rhone pe ee IEEE ht Spent .----- 251, 704, 600 


ADMINISTRATIVE COSTS 


Mr. Hiciey. All administrative costs of the Veterans’ Administra- 
tion are paid from the appropriations “General operating expenses” 
and “Medical administration and miscellaneous operating expenses.” 
The total amount requested for this purpose for the fiscal year 1957 
of $172,819,500 is composed of $13,714,000 for staff services, $25,- 
418,000 for the Department of Insurance, $125,304,000 for the Depart- 
ment of Veterans Benefits, $7,300,000 for central and area office medi- 

‘al activities, and $1,083,500 for the central office construction service. 
Requirements for these purposes have declined for several years and 
the total requested for 1957 represents a decrease of approximately 
$3,600,000 from expected current year obligations. This continued 
reduction has been accomplished for the most part by savings in 
personal service costs arising from reduced workloads in some areas, 
improved procedures, workload consolidation, and other actions taken 
by the Veterans’ Administration in its continuous effort to reduce 
operating costs. The average employment requested for admin- 
istration for 1957 is 30,512 as compared with 31,384 applicable to the 
current year and 33,899 experienced during the fiscal year 1955. 

Workload consolidations in several regional office areas have been 
accomplished during the past year and have resulted in substantial 
savings in operating costs without impairment to service to veterans. 
It is “probable that additional conslidations may be advisable and 
would result in similar benefits. Such possibilities are under con- 
tinuous study by the Veterans’ Administration. 

The workload in our vocational rehabilitation and education Pe 
gram is showing a tremendous increase during the current fiscal yea 
due to the number of veterans entering training under the esidhcaa 
of Public Law 550. As of December 31, 1955, there were over 
705,000 such trainees and an average of about 545,000 for the fiscal 
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year is now expected. Since this workload was estimated at $435, 000 
in our 1956 budget presentation, a substantial additional cost, primar- 
ily due to ine reased reporteing fees, has been experienced wh ich had to 
be met by reduced costs and savings in other activities. Our fiscal 
year 1957 request has been predicated on the continuance of the now 
expected 1956 level of Public Law 550 trainees and declining loads 
in most other categories. 

A similar situation is being experienced in our loan-guaranty 
activities as here also the workloads realized have considerably ex- 
ceeded those included in our budget presentation. Although con- 
sideration was given to this problem in the language of the 1956 
Appropriation Act, it has been necessary to provide funds in excess 
of the amount identified for this purpose in an effort to service the 
increased load and even then backlogs have accumulated in some 
areas. Our request for fiscal year 19% 57 is based on a continuance of 
the 1956 level in this program. It is expected that declines will be 
experienced in some wor kload units such as appraisal assignments and 
loan applications; however, such reductions are more than offset by 
continued increases in some of the other loan activities. 

The utilization of all savings from other areas has enabled us to 
finance the increasing needs in these programs without resorting to a 
supplemental appropriation request; however, this action has pre- 
cluded the application of these savings against the pending pay-raise 
supplement as would have been possible under normal circumstances. 


INSURANCE PROGRAMS 


A continuation of the downward trend in the cost of administering 
ee veterans’ insurance programs is reflected in the estimate of 
$25,418,000 for fiscal year 1957. Substantial reductions in obliga- 
tional requirements, accompanied by only slight decreases in the num- 
ber of policies maintained, have been made. possible in recent years 
through consolidation of activities and improved operating procedures. 
The estimate includes $500,000 to complete the conversion of the 
premium-billing phase of insurance operations to an improved mech- 
anized system. 

In the interest of improving service to beneficiaries the Veterans’ 
Administration has decentralized approximately 25 percent of its new 
death-claims activities to regional office locations on a trial basis. The 
advisability of a further or complete decentralization of all death cases 
is currently under study. 


MEDICAL CARE 


The total amount requested for all direct medical-care activities of 
$757,278,500 is composed of $8,069,500 for medical research and edu- 
cation, $662,900,000 for inpatient care, $82,638,000 for outpatient care, 
*1,671,000 for the operation of supply depots and $2 million for medi- 
cal-care grants to the Republic of the Philippines. This total is ap- 
proximately $9,300,000 more than expected obligations in the current 
vear. This increase is due entirely to additional requirements for 
in-patient-care purposes based on the higher patient load to be ac- 
commodated in the fiscal year 1957, on the increased needs for tran- 
quilizing drugs, and urgently needed maintenance and repair projects. 
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Mr. Yates. What is a tranquilizing drugs? : 
Mr. Hictey. It is for mental patients, resperine, and thorazine. 


INPATIENT CARE 


The total additional costs for inpatient care amounts to approxi- 
mately $12,600,000 but is offset by a net reduction of about $3,300,000 
in other medical activities. 

Our budget request is predicated on an increase in the hospital 
average daily patient load of 1,591 and an increase in the average 
member load in State homes of 500. The patient-load averages ap- 
plicable to this budget presentation are 111,500 in VA hospitals, 
3,400 in contract hospitals, 17,000 in domiciliaries and 9,200 in State 
homes for a total of 141,100 as compared with a total of 139,009 
applicable to the current year. Our fiscal year 1956 budget estimate 
was based on a patient load in contract hospitals of 4,575, whereas 
it was recently determined that a load of only about 3,400 would be 
accommodated and savings arising from this reduction were placed 
in reserve. It now appears, however, that a substantial part of this 
reduction will be offset by a higher load in VA hospitals than the 
109,909 average contained in our 1956 estimate. Pay increases au- 
thorized by Public Law 94, 84th Congress, will amount to about 
$35 million for the inpatient care program; however, it is now indi- 
cated that savings arising from decreased contract hospital require- 
ments and reductions in some other inpatient-care costs will enable 
us to reduce the additional funds needed for this purpose to approxi- 
mately $31 million. 

RESEARCH 


Our budget request contains an amount of $8,069,500, of which 
$7,079,200 is for medical research, education, and training; and 
$990,300 is for prosthetic testing and development. This total is an 
increase of $487,900 over expected obligations in the current year 
and is due to the necessity for completing the staffing of research 
laboratories previously activated but for which sufficient funds were 
not available. 

Medical research and education are essential and active ingredients 
of good medical care and the $7,079,200 requested for these purposes 
is less than 1 percent of the total request for inpatient and outpatient 
care. The expenditure of this sum is a premium which will sub- 
stantially assure the maintenance of high medical standards in the 
Veterans’ Administration. 

A research and education program in a medical facility stimulates 
the professional staff and provides an incentive for the recruitment 
and retention of this staff. The results of these programs improve 
the medical care provided for veteran patients. Medical research 
provides new and important medical scientific information which 
increases the Lotal medical knowledge and improves the care of vet- 
eran patients. 

OUTPATIENT OARE 


The amount requested for outpatient care of $82,638,000 is a de- 
crease of $3,333,000 from current year needs. This reduction was 
made possible by reduced administrative costs and a decreased request 
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for fee-basis dental care; however, increased needs for prosthetic 
supplies, medical fees, and mental-hygiene activities offset these re- 
ductions to a large extent. With reference to medical fees an increase 
of 25,000 in the number of individuals visiting our clinics is expected 
and unit costs have increased from $11.45 to $11.67. The estimate 
contains $8,415,000 for fee-basis dental care which it is believed will 
reduce the backlog of pending cases to a reasonable working level. 
As of the end of the fiscal year 1955 this backlog amounted to 156,923 
cases which we expect to reduce to 88,000 by the end of the current 
year and to 32,000 with the funds requested for the fiscal year 1957. 


DIRECT BENEFITS 


The total amount requested for direct-benefit payments of $3,737,- 
950,000 is composed of $2,907,000,000 for the appropriation “Compen- 
sation and pensions,” $755 million for the appropriation “Readjust- 
ment benefits”, and $55,950,000 for the various insurance appropri- 
ations. The total request when compared with current year require- 
ments indicates a decreased need of $21,565,000. Although increas- 
ing needs for compensation and pension payments are expected to 
continue due to increased loads and average payments, the additional 
funds required for this purpose are more than offset by estimated 
decreased needs for readjustment benefits and insurance payments. 
Reduced needs for readjustment benefits are due primarily to the 
expected continued decline in the number of Public Law 346 trainees, 
whereas decreased requirements for insurance purposes result from 
a smaller transfer to the “National Service life insurance fund” and 
an expected unobligated balance of approximately $13,500,000 avail- 
able from 1956 in the appropriation “Servicemen’s indemnities.” 


CONSTRUCTION 


The total construction fund requirements of the Veterans’ Admin- 
istration for the fiscal year 1957 amount to $55,691,486, of which it is 
estimated $4,244,486 will be available from prior year appropriations 
and $51,447,000 will be needed in appropriations for the budget year. 
This request is compossed of appropriations of $47 million for “Hos- 
pital and domiciliary facilities” and $4,447,000 for “Major altera- 
tions, improvements, and repairs.” Due primarily to the inclusion 
of fund requirements for the fire phase of the hospital replacement 
construction at Downey, IIl., our request for the fiscal year 1957 is 
$17.547,000 over the amount appropriated for the current year. In 
addition to this item in the amount of $21,200,000 our fund require- 
ments include $25 million for modernization, improvements, and re- 
pairs: $5,138,000 for initial portable equipment, and $4,353,786 for 
technical services for hospital construction projects are at Washing- 
ton, D. C.: Cleveland, Ohio; Jackson, Miss.; and Oakland, Calif. 


MAJOR ALTERATIONS, IMPROVEMENTS, AND REPAIRS 


The amount of $4,447,000 requested under the heading “Major 
alterations, improvements, and repairs” is requested to cover improve- 
ment and repair projects with an individual cost of $250,000 or less. 
Only the most urgent projects which are necessary in the interest of 
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patient care and safety are being considered at this time. A complete 
Cosee of these projects has been included in the material furnished 
your committee. 

LANGUAGE CHANGES 


It is our belief that certain changes in the language of appropria- 
tions made for the Veterans’ Administration would be beneficial to 
our operations. Accordingly, the following changes are proposed 
in this budget submission for your consideration : 

1. Elimination of restrictive language applicable to number of 
persons engaged in public relations work. 

2. Inclusion of State home members in average number of patients 
for inpatient care. 

3. Elimination of restrictive language applicable to amount of 
funds available for fee-basis dental care. 

4. Expansion of appropriation transfer authority to include 
“Service-disabled veterans insurance fund.” 

The elimination of restrictive language applicable to persons en- 
gaged in public relations work is requested to allow some personnel 
flexibility in the event occasions arise, as they have in the past, when 
one or two more such employees are urgently needed. The Veterans’ 
Administration will adhere to the average employment requested for 
that program in this budget submission. 

It is requested that the number of members in State and Terri- 
torial homes be included in the average patient load specification con- 
tained each year in the language for the “Inpatient care” appropria- 
tion. The number of such beneficiaries is not controllable by the 
Veterans’ Administration and when the number deviates from that 
considered in our budget allowance the funds available for other 
patients or members are affected. 

The elimination of a restricted amount for fee-basis dental care is 
desirable from an economy standpoint as it will provide flexibility 
in the dental program so that dental care may be authorized on a fee 
basis or performed in our clinics in accordance with the most economi- 
cal method determined in each case. Fund availability for dental 
fees will continue to be controlled through apportionment processes 
administered by the Bureau of the Budget. 

Members of my staff recently appeared before you and presented 
a supplemental requirement of $750,000 for fiscal year 1956 needed to 
augment the “Service-disabled veterans insurance fund.” 

Inasmuch as the requirements of this fund are determined prima- 
rily by unmeasurable factors such as the number of insureds of deaths, 
and number of beneficiaries selecting lump-sum payments of death 
claims, it is extremely difficult to project with any degree of accuracy 
the appropriation requirements of this fund. In view of these facts 
and since this is the second time in recent years that a supplemental 
appropriation to this fund has been necessary to forestall a backlog 
of unsettled claims with consequent delays in payments to benefi- 
ciaries, it appears desirable for the Veterans’ Administration to have 
transfer authority whereby the amount in the fund could immediately 
be augmented when such action is deemed necessary to provide funds 
for the settlement of claims. 
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To this end, it is requested that new language be substituted for 
the present transfer clause now included in the Independent Offices 
Appropriation Act, 1956. 

The substitute language we propose is: 

Not to exceed 5 per centum of any appropriation for the current fiscal year for 
“Compensation and pensions,” ‘Readjustment benefits,’ “Military and naval 
insurance,” “National service life insurance,” and “Servicemen’s indemnities,” 
may be transferred to any other of the mentioned appropriations, but not to 
exceed 10 per centum of the appropriation so augmented, and not to exceed 
$500,000 of the appropriation “National service life insurance” for the current 
fiscal year, may be transferred to “Service-disabled veterans insurance fund”. 

Although this change was not incorporated in the 1957 budget docu- 

. g > 
ment, it now has the concurrence of the Bureau of the Budget. 


CONCLUSION 


It is my belief that the estimates contained in this budget request 
are based on the most conservative projection of workloads that can be 
anticipated at this time. 

The various officials of the Veterans’ Administration who are here 
with me are prepared to explain further the program and appropria- 
tion requirements for those services under their jurisdiction. They 
will be glad to furnish you with any additional information you may 
request. 

Mr. Tuomas. A very nice statement, very nice. 


PAY RAISE COSTS 


In looking over the justification and the very excellent tables, and 
there are many of them, there is no account for the absorption of the 
increase in pay costs or the statement that the estimates include the 
increase in pay. I understand that your total pay increases for the 
Veterans’ Administration throughout all of its Departments, in round 
figures, is $45 million; approximately $31,200,000 goes to medicine, and 
about $10 ‘million goes to general administration, and the remainder 
is scattered throughout benefits and administration. Are those figures 
approximately correct ? 

Mr. Ketsry. Approximately, Mr. Chairman. The grand total was 
$49 million, but that has been reduced as was indicated in the Admin- 
istrator’s statement to some extent, and as to the supplemental for 
this year that will be nearer to $45 million in total. 

Mr. Hictey. He is asking are all of those figures in the new budget ? 
Are they allin here? Is that correct ? 

Mr. Tuomas. I stated I did not find it in one place, but I was able 
to pick out most of it. In your medical program you say in your 
footnote that it was about $31, 200,000. But anyway those figures are 
approximately correct and they add up to be about $45 million. 


COMPARATIVE SUMMARY OF APPROPRIATIONS AND BUDGET ESTIMATES 


Mr. Reporter, at this point will you please insert the table on page 
1-2 at this point? 
(The table referred to is as follows :) 
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GENERAL OPERATING EX 


Program and financing 


Program by activities 





1955 actual 


<PENSES 


1956 estimate | 1957 estimate 























1. General administration $14, 428, 395 $12, 553, 000 $13, 714, 000 
2. Insurance: 
(a) Program planning and direction : ‘ 2, 216, 921 | 2, 439, 800 2,051, 500 
(6) Field operations: 
(1) Exeeutive administration 160, 685 166, 480 165, 810 
(2) Insurance operations - - - 23,417,866 | 20, 141, 324 18, 588, 717 
(3) Office services 4, 364, 852 4, 691, 396 4, 611, 973 
3. Veterans benefits: 
(a) Program planning and direction Sea 4, 611, 559 | 5, 174, 365 4, 501, 269 
(h) Field operations: | 
(1) Executive administration... _...-- a 1,909,229 | 2,022,978 2,015, 472 
(2) Contact _- ; : ebtac 9, 495, 187 | 9, 590, 435 9, 234, 835 
(3) Compensation and pe nsions. | 22, 105, 930 22, 286, 000 21, 616, 000 
(4) Vocational rehabilitation and education.| 28, 422, 523 | 29, 126, 931 28, 718, 980 
(5) Loan guaranty --- tee 14, 926,879 | 17,077, 906 17, 217, 242 
(6) Guardianship - -- a 8, 652, 219 9, 230, 940 9, 243, 121 
Ca nd oc is inen eb eue 33, 620, 955 E 33, 291, 445 32, 757, , 081 
Total obligations -___- ‘ntecweeiey “ad 333, 200 | 167, 793, 000 164, 436, 000 000 
Financing: 
Comparative transfers to other accounts - - - ; aie 06 6 15... ws is netabniacasataicooie 
Unobligated balance no longer available__- came BG I Bon acucedeisns eaceak ahi cine nce . 
Appropriation (adjusted) - ; iobiecaiel tae 169, 141,842 | 157, 881, 000 164, 436, 000 
Proposed supplemental due to pay MMOD ...5..oc coi iecnsathtede at BO ORO Lscesccsacen 
Obligations by objects 
‘ | si : = ponent 7 ee a ee 
Object classification | 1955 actual | 1956 estimate | 1957 estimate 
VETERANS’ ADMINISTRATION 
lotal number of permanent positions_---...-.---.-.---------- 35, 984 | 33, 480 32, 446 
Full-time equivalent of all other positions Acar cesesel 1 1 
Average number of all employees. - ..........----------------- 32, 935 | 30, 667 29, 706 
Number of employees at end of year_- caeete 33, 199 31, 136 30, , 436 
Average salaries and grades: 1 ' 
General schedule grades: 
Average salary $4, 225 | $4, 633 $4, 660 
Average grade___- ee _Gs- “5. 2 | GS-5.3 Gs- 5. 4 
41 Personal services: are 
Permanent positions__--_- ---------------------| $143, 443, 956 | $142,035, 513 | $138, 719, 864 
Positions other than permanent 13, 000 | 13, 000 7, 750 
Regular pay above 52-week base. ----.---------------- 549, 832 | 542, 988 ek iteaeates 
Payment above basic rates_____--__-_-- iets | 792, 052 | 530, 963 531, 216 
ee ae a 144, 798, 840 | 143, 122, 464 139, 258, 830 
02 Travel: 
Employee a ‘ ke et. wine s | 2, 517, 536 2, 899, 752 3, 019, 950 
Benefic lary . Sea a i en nie 393, 470 335, 150 282, 000 
03 Transportation of things Ce grinds elaine ok aaneeed 631, 540 526, 261 449, 887 
04 Communication services___-_-__- ieee is — 2,918, 611 | 2, 979, 979 2, 935, 330 
05 Rents and utility services | 1, 775, 525 | 1, 831, 352 2, 103, 149 
06 Printing and reproduction___.-.......-.------ cE a 1, 505, 888 925, 418 1, 413, 532 
07 Other contractual services. _-- ie nc 8, 270, 438 9, 803, 588 9, 636, 069 
08 Supplies and materials 2, 076, 851 1, 966, 680 2, 010, 294 
09 Equipment_. ese : Si eee ’ ‘ 690, 429 | 689, 672 653, 636 
11 Grants, subsidies, and contributions -- : Ae cau 2, 457, 552 2, 500, 000 2, 550, 000 
13 Refunds, awards, and indemnities_ - sii te ipo Meclaesths acme 50, 022 123, 059 44, 000 
15 ‘Taxes and assessments ______.-__-_-- 219, 823 59, 625 49, 323 
Total, Veterans’ Administration. ........._-- si 168, 306,525 | 167, 763, 000 164, 406, 000 
ALLOCATION TO DEPARTMENT OF THE ARMY =e, ye 
De - Cipmabnaiins erwin. ss de nk ce cence 26, 675 | 30, 000 30, 000 
nt DIN cc o-oo coeur acasmencsentemmcnsins 168, 333, 200 | 167, 793, 000 164, 436, 000 
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Budget authorizations, expenditures and balances 


' 


1955 actual | 1956 estimate | 1957 estimate 
| 








BUDGET AUTHORIZATIONS AVAILABLE | 
A ppropriation $169, 255, 549 $1.58, 002, 000 $164, 436, 000 
Transferred from ‘‘Grants to the Republic of the Philippines | 
for the care and treatment of veterans, Veterans Administra- | 
tion’’ (69 Stat. 240)_......--. ; aia aarp tenia a 808 foo cavscwes| 
Transferred to— | 
‘‘Outpatient care, Veterans Administration’’ (69 Stat. 240) —117, 573 
‘‘Operating expenses, national archives and records serv- 
ice, General Services Administration” (41 U. 8. C. 217 





eS scbiwames ‘ ease Mheaehatbhadetnienwiess | —121, 000 
Adjusted appropriation 169, 141,842 | 157,881,000 164, 436, 000 
Proposed supplemental due to pay increases | 9, 912, 000 
Obligated balance brought forward | 9, 753, 329 12, 242, 482 8, 723, 482 
| . oe 
Total budget authorization available 178,895,171 | 180, 035, 482 173, 159, 482 


EXPENDITURES AND BALANCES | 





Expenditures— 
Out of current authorizations 157, 137, 172 150, 061, 060 156, 223, 840 
Out of anticipated supplemental appropriation 9, 530, 840 381, 160 
Out of prior authorizations. __- | 8, 780, 032 11, 320, 000 7, 800, 000 
l- 
Total expenditures : 165, 917,204 | 170,912, 000 164, 405, 000 
Balance no longer available: | 
Unobligated (expiring for ee | 12, 776 | 
Other _. rs a | 722, 709 400, 000 | 500, 000 
Obligated balance carried forward_________- E | 12, 242, 482 | 8, 723, 482 | 9, 254, 482 
Total expenditures and balances ---- ins 178, 895,171 | 180,035, 482 173, 159, 482 





Mr. THomas. Looking at the general operating expense of $164,- 
436,000, this appropriation provides funds for executive direction of 
the Veterans’ Administration and general administrative expenses in- 
volved in administering the several direct benefit appropriations and 
the insurance program. 

What do you mean by the several direct benefit appropriations ? 

Mr. Sronr. “Compensation and pensions,” and “Readjustment 
benefits.” 

Mr. Tuomas. He has a separate listing for that in benefits The 
second paragraph says: “The general operating expenses appropri- 
ation supports the following three major segments of the agency: 
General Administration, the Department of Insurance, and the De- 
partment of Veterans’ Benefits. General Administration includes 
the Office of the Administrator and supporting staff offices with the 
exception of the Assistant Administrator for Construction which is 
financed by the Medical Administration and miscellaneous operating 
expenses appropriation. 

Mr. Reporter, at this point will you insert pages 2-1 and 2-2 of the 
justification. 

(Pages 2-1 and 2-2 are as follows :) 


APPROPRIATION : “GENERAL OPERATING EXPENSES, VETERANS’ ADMINISTRATION, 
$164.436,000” 


This appropriation provides funds for executive direction of the Veterans’ 
Administration and general administrative expenses involved in administering 
the several direct benefit appropriations and the insurance program. 

The general operating expenses appropriation supports the following three 
major se: ments of the agency: General Administration, the Department of In- 
surance, and the Department of Veterans’ Benefits. General Administration in- 
cludes the Office of the Administrator and supporting staff offices with the ex- 








ception of the Assistant Administrator for Construction which is financed by 
the Medical Administration and miscellaneous operating expenses appropriation. 

The following table presents actual employment and obligations in fiscal year 
1955 compared with estimates for fiscal years 1956 and 1957 by these organiza- 
tional segments. Explanation and justification of amounts requested for these 
organizational segments is contained in the succeeding sections of this book: 


Comparison of employment and obligations by Department 
















































































| : : Increase (+) 
Department | Actual, fiscal ie’ yo peeen or de- 
oparum year 1955 "1986 | 1957 crease (—), 
; 1957 over 1956 
General administration: 
Average employment-.--.....-....-..--.... | 2, 288 2, 020 | 1, 966 —54 
Obligations: 
01 Personal services__................. | $10, 768, 621 $10, 440,371 | $10, 252, 926 —$187, 445 
PN II. ae So eck cucs-scccues 3, 659, 774 2, 112, 629 | 3, 461, 074 +1, 368, 445 
RE CEN, 8 ewok sceenceccsiscc | 14, 428, 395 12, 553,000 | 13, 714, 000 +1, 181, 000 
Insurance: | 
Average employment _---.-.....-.-...-.----- 7, 620 6, 123 | 5, 606 —517 
Obligations: ie ; | wl ‘ 
Ol Personal sorviesws...............-... | $28, 240,773 | $24,736,600 | $22,883,500 | —$1, 853, 100 
Be i ees doen ee ck... 1, 919, 551 2, 702, 400 | 2, 534, 500 — 167, 900 
TD ORE, ois oi ecccnkx 30, 160, 324 27,439,000 | 25,418,000 — 2,021, 000 
Veterans’ benefits: ee os ; ak ha ; 
Average employment... -.......-....-..-.-..- 22, 806 22, 076 21, 795 —21 
Obligations: * ; vm _ 
Ol Personal sorvices................... $105, 789, 446 | $107, 945, 493 | $106, 122, 404 —$1, 823, 089 
Paes EE IE orig co ncncencbapnccneen 17, 955, 035 19, 855, 507 19, 181, 596 —673, 911 
"1 O88) OUIMBTIODS... oi osss--.n-s 123, 744, 481 127, 801, 000 125, 304, 000 —2, 497, 000 
Grand total: i si 
Average employment. ....................- 32, 714 30, 219 29, 367 —852 
Obligations: 
61 Personal services................... $144, 798, 840 | $143, 122, 464 | $139, 258, 830 —$3, 863, 634 
Pe NT i soo to nin ernie 23, 534, 360 24, 670, 536 25, 177, 170 +526, 634 
Net total obligations -............... 168, 333, 200 | 167,793,000 | 164, 436, 000 —3, 337, 000 
Add: 
Comparative transfer to: 
“Medical, administration and miscel- 
laneous operating expenses’’_________- Sn, PN Wis ho SR oo oe Rad ee bake aaa enetokn 
PPR OR i a Na ce 
“Outpatient care’’__-____.- Aletanadekioe DU Bade tccdedanacklanccsbachtotenlecessdatasboue 
“Maintenance and operation of supply 
I ee ree ee eg SGU foxicickiesicoepoel sbeserdeadihestonmaeeiaa apie 
Unobligated balance, estimated savings---- Rea sehb oS 55 itd gab bsetendadbebaoe 
Appropriation or estimate............--- ~ 169, 141,842 | 167,793,000 | 164,436,000 | —3, 337, 000° 


GENERAL ADMINISTRATION 


Mr. Tuomas. The department general administrative expense is 
$13,714,000, which is $1,181,000 increase over last year. 

For the Insurance Department it is $25,418,000, which is $2,021,000: 
less than last year, and for the Department of Veterans’ Benefits it is 
$125,304,000, which is $2,497,000 less than last year, which give a grand 
total of $164,436,000, which is $3,337,000 less than last year. 

Of course the big item is veterans’ benefits and it should be pointed 
out in the record that this covers only the administrative costs and’ 
not any of the $3 billion plus in the way of veterans’ benefits; is that 
correct, Mr. Administrator ? 
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Mr. Hicgiry. That is correct. 

Mr. Tuomas. I was a little disturbed at the cost of other objects 
2s compared to personnel cost under your general operating expense. 

For general administration, if my figures are correct here, it is 
approximately 25 percent of your salary costs, and we would like to 
have a real good crisp explanation for this because that is decidedly 
out of line unless you can put your finger on some objects in there, and 
I could not find them, other than the transfer of printing bills trans- 
ferred to this appropriation. Under “Insurance,” all other objects, 
it is $2,534,500, which is about 10 percent as compared with the salary 
costs, against 25 percent for general administration; and for veterans’ 
benefits there is still another figure there, and let me see if I have it 
here. Yes, for Department of Veterans’ Benefits, a little arithmetic 
shows your total cost is $125,304,000. Salary cost of that is $106,- 
122,000, which leaves the other object cost at $19,181,000. That gives 
vou about 15 percent for other objects. 

So you have 25, 10, or 15 percent for other objects costs, and that 
does not include medicine. We will get to that later. Why the dis- 
crepancy in the all other objects costs? 


PRINTING AND REPRODUCTION COSTS 


Mr. Baker. That total under “General Administration” includes 
penalty mail and printing and binding. 

Mr. THomas. I mentioned that a while ago. Does that account for 
the difference, the principal difference ¢ 

Mr. Baker. Yes, sir. 

Mr. Toomas. No; it does not. How much is that printing bill ? 

Mr. Baker. About $1,400,000 for 1957 fiscal year. 

Mr. Tuomas. I do not think it is that much. Whereabouts is that 
printing bill ? 

Mr. Baker. On page 3-61. In 1955 we spent $1,505,000 for that 
and we had only $100,000 in 1956 because during the current year 
we had distributed the charges to the various other programs. 

Mr. Tuomas. Is that a correct figure? You set that out in your 
justification this. year like it was for 1955 and it is charged here and 
last year it was charged to the separate items. 

Mr. Baker. That is right. 

Mr. Tuomas. What is that item, $1,433,000 ? 

Mr. 34kER. $1,413,000. 

Mr. Tromas. Is that all charged here ? 

Mr. Baxer. That is right. 

Mr. Tuomas. What will that bring it down to now? Charging your 
part against it ? 

Mr. Baker. I don’t understand the question. 

Mr. Tromas. You have $3,500,000 for other objects, which makes 
a total of 25 percent. You will reduce that by $1,500,000, so what is 
left ¢ 

PENALTY-MAIL COST 


Mr. Baker. $2,096,000 is for penalty mail, for the entire agency. 

Mr. Tuomas. How much for the penalty mail ? 

Mr. Baker. Of which $1,589,000 is in general operating expense. 

Mr. Tuomas. How much is the penalty mail? We have the print- 
ing cost. 
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Mr. Baker. It is almost $2,100,000 total. 

Mr. Tuomas. Is it all charged here? I don’t think so. 

Mr. Baker. $130,000 of the penalty-mail total is charged to staff. 

Mr. Tuomas. It is still 20 percent. That is the way I figured it 
last night, and 20 percent is a little high. You have 20, 15, and 10 
percent ; why the variation ? 


TRANSPORTATION OF THINGS 


Mr. Baker. We have transportation of thing for staff services 
$287,800. 

Mr. Triomas. What is transportation of things? 

Mr. Baker. Shipment of goods. 

Mr. Tuomas. I understand, but is that agencywide ? 

Mr. Baker. Only the portion that is charged to staff services. 

Mr. Tuomas. For which part of it is it chargeable? Which part 
of the setup is it chargeable to? 

Mr. Baker. The part I am giving now of $287,800 is all for staff 
services. 

Mr. Tuomas. Why charge half of it here and the other half through- 
out the budget ? 

Mr. Baker. Some items of cost are not distributed to the depart- 
ments and are carried as general overhead. 

Mr. Tuomas. Go ahead. 


COMMUNICATIONS SERVICES 


Mr. Baker. Communications other than penalty mail $425,000, 
which is telephone calls, telegraph, and so forth. 

Mr. Tuomas. Is that charged to all of the bureaus? 

Mr. Baxer. They carry their portion of it. This is the central of- 
fice overhead, and not distributed. 

Mr. Tuomas. That is too much. You pick up the telephone and 
spend $5 when a 6-cent stamp will do the job. It is more convenient. 


RENTS AND UTILITIES 


Mr. Baker. Equipment rental in the central office staff is $265,000. 

Mr. Tuomas. Is that agnecywide ? 

Mr. Baker. That is only for servicing the central office. It does 
perform some functions for all depar tments. 

Mr. Tuomas. I am not questioning the items that go in, but why 
they are so large. 

Mr. Baxer. The expenses of operating the central office which serv- 
ices those areas where they cannot be specifically distributed to the 
operating department are carried as general administrative costs. 

Mr. Tuomas. There is one item of $425,000 communication services. 
That is too much. Let us get down to some of the others and we can 
get that 20 percent item down to 12 percent where it should be. 

How much of the insurance program are you taking care of under 
“O07 Other contractual expenses” ? 

Mr. Baker. Object 07 ? 

Mr. Tuomas. 07. You don’t take care of that agencywide? 
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Mr. Baker. No; if they have their own equipment it is charged to 
the insurance program. These are central office operations that of 
course services all programs, but are not distributed. 

Mr. Tuomas. That still makes it a little high. 

Mr. Hiceuiey. On teletype communications there is $425,720 which 
is the contract figure for the system. We enter into only one contract 
and that covers the system. 

Mr. Tuomas. In addition to that, now what about that telephone 
and telegraph bill? It was a little bit more than that as I remember. 
It was about $450,000. Can you put your finger on it ? 

Mr. Wetts. There is a table 3-7 that spells them out right down the 
line. 

Mr. Tuomas. Tha is where I got them from. I don’t dispute the 
accuracy of the figures in the record. I am asking why they are that 
large. 

Mr. Baker. About the only increase at all between 1956 and 1957 
is in the cost for printing and reproduction. 

Mr. Tuomas. And that still makes it about 20 percent, and insurance 
is down to 10 percent and benefits is down to about 18 percent—I 
could have made a mistake in benefits. Is that ratio about right ? 

Mr. Baker. Yes. 

Mr. THomas. Why should the front office be so out of line as com- 
pared to the operating bureaus? 

Mr. Baker. Because they have certain costs which are agencywide. 

Mr. Tuomas. Put your finger on them. You have already reduced 
two items and it is still 20 percent and that is still too high. 


SUPPLIES AND MATERIALS 


Mr. Baker. We have a tabulating machine operation that covers the 
accounting statements. We have certain supplies and equipment that 
are not chargeable by department, but have to be carried as overhead. 

_ Mr. Tuomas. What are they ? 

Mr. Baker. Central office supplies. 

Mr. Tuomas. How much? 

Mr. Baxer. Roughly $412,000 in supplies and material. 

Mr. Yares. These are office supplies, aren’t they ? 

Mr. Baker. Yes. 

Mr. Tuomas. What office supplies? What office supplies does the 
central office us that are not used by the bureaus? 

Mr. Baker. The office supplies 

Mr. Tuomas. The bureaus use them just like you do in the central 
office. I think it might be well to put this explanatory language begin- 
ning with the last paragraph on page 3-2 and the second paragraph 
on page 3-3 in the record at this point. It tells about the printing. 

(Pp. 3-2 and 3-3 are as follow :) 


Obligations for items other than personal services have been charged directly 
to the activity involved wherever feasible. In the case of “Printing and repro- 
duction,” object 06, and “Standard forms,” object 08, obligations have been 
reflected under the Assistant Administrator for Administration for the fiscal 
years 1955 and 1957 for agency requirements VA-wide except for contract field 
printing for the Department of Medicine and Surgery. For the fiscal year 1956 
requirements for “Printing and reproduction” and “Standard forms” were 
budgeted for and funds appropriated under each of the operating departments 
and separate appropriations. 
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DEPARTMENTAL PERSONNEL 


Mr. Tuomas. Let us see about your personnel, and I will say one 
thing, the budget gentlemen and the people in the Controller’s Office 
certainly do come up with some magnificent tables. If you just put 
the time on them they speak for themselves. I mean you can see 
the operation of the entire Department if you study the tables here. 

Let us look at departmental personnel. The total figure shows 
1,831 for 1957 agaist 1,885 for 1956 and 2,153 for 1955. It shows 
a little decrease. 

Now under “Office of the Administrator,” 21 people; “Office of the 
Deputy Administrator,” 12 people; that is a total of 33 people in the 
Office of the Administrator. 

Then you have your Investigation Service of 39 people, and I could 
not figure out the distinction between your Investigation Service 
and your Security Service of 20 people, which makes a total of 59. 
Aren’t they doing generally the same type of work even though you 
have different descriptive words? I have read the justification, but 
what does the Investigation Service do that Security people don’t 
do, and how do you justify 20 in the Security Service and 39 in your 
Investigation Service? Now it says departmental, so I presume you 
mean just exactly what you say there. They are-all loeated in: the 
District of Columbia. 


APPRAISAL AND SECURITY SERVICE 


Mr. Hictey. May I predicate this by saying that under Mr. 
Lamphere we have consolidated Investigation Service, Security Serv- 
ice, and Internal Audit, all of them being various ways of checking 
up on activities out in the field either before or after the fact, and we 
hope by that not only to get far better results if possible but make far 
better use of the manpower in these three services. 

To answer your question, this Security Service is the organization 
to handle all the tremendous number of cases that had to be gone over 
in connection with security, the backlog from other programs. There 
were 35 employees at one time; they are down to 20 now. That. is the 
prescribed security check. 

Mr. Tuomas. You have 1,200 people over at the Civil Service Com- 
mission doing the same thing. 

Mr. Hictxy. In many cases we have them make the investigation in 
the field. This is primarily the office people here. 

Mr. Tuomas. They make routine checks unless there is something 
which deserves a thorough field investigation. 

Mr. Hretry. This is the group that handles the work here. 

Mr. Tuomas. What do they do? 

Mr. Hicrry. They have to handle applications for employment and 
go through all the work that is required to see that they are cleared if 
they are in a sensitive position or in a position that has been so desig- 
nated. 

Mr. Tuomas. What do your personnel clerks do? 

Mr. Hietry. This could be a part of personnel, but this is entirely 
senarate and a senarate service, directly under me. 

Mr. Tromas. Couldn’t you save about 10 or 12 jobs by consolidating 
them ? 





Mr. Hiarry. I think under the set up we are required to independ- 
ently conduct these investigations. It is required that it not only be 
separate but under the Administrator. 

Mr. Yates. What set up is that? 

Mr. Hietry. Under Executive Order No. 10450. 

Mr. Tuomas. What do you need with 20 people ? 

Mr. Hietry. That is the remnant. We had more than that. But 
we have to do this checking on every person to verify their qualifica- 
tions for a job. 

If you will give us a little more time, we are trying to build this 
into one unit for investigation and not only take care of people when 
they come to work for us to the extent that is required, but also to do 
our checking throughout the whole Veterans’ Administration, to try 
to put out fires before we have them. 

Mr. Tuomas. Certainly you don’t need 20 people for that purpose if 
you only have 39 doing your Investigation Service outside the District 
and inside the District putting out the fires and everything else. 

Mr. Hictry. The Investigation Service checks reports on people 
who supposedly are doing something they should not do; if necessary 
we send our people from this service out to make an investigation and 
report to us. 

Mr. Yates. I don’t understand how Executive Order No. 10450 re- 
quires you to have three sections. 

Mr. Hiciey. It doesn’t. I was talking about security under Execu- 
tive Order No. 10450. 

Mr. Yares. Does the order prevent you from combining all three of 
those activities? Can you not comply with that order and still combine 
them ? 

Mr. Tuomas. I know you said you were on your way, but the impres- 
sion I got before from Mr. Lamphere was that the order required you 
to keep all three separately. 

Mr. Hictey. No, it cannot be dovetailed with personnel work. 

Mr. Tuomas. On security, it requires that it be placed under the 
Office of the Administrator. 

Mr. Hieiry. We are dovetailing it with the investigation and we are 
also putting in there the internal audit which Congress started about 
3 years ago, and which is working out exceedingly well. We want to 
put all of these units together under Mr. Lamphere. We call it our 
Appraisal and Security Service. And, incidentally, we expect to use 
our manpower more effectively. 


“ OFFICE OF ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


Mr. Tuomas. What about the Assistant Administrator for Admin- 
istration? You have 84 people. You had 73 people in 1955 and 83 
people last year. 

Mr. Hietry. Mr. Longfellow, would you like to comment on that ? 

Mr. Lonerettow. That is an increase of one staff position. These 
staff people are moneysavers. 

Mr. THomas. What do they do? 

we LonereLtLtow. They study our procedures and improve upon 
them. 

Mr. Tuomas. This is your brain trusting crowd? 
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Mr. Lonerettow. I might say, Mr, Chairman and gentlemen, that in 
the Office of the Assistant Administrator for Administration which 
includes staff and operating functions, we have had a decrease of 25 
percent of the personnel within the last two years. 


GENERAL COUNSEL 


Mr. Tuomas. I see you have your counsel functions split up here. 
You have your General Counsel with 57 employees the same as last 
year. 

Mr. Baker. Yes, sir. 

Mr. THomas. I understand the remainder of his crowd is now under 
Veterans’ Benefits, and most of them are in the field, is that correct ? 

Mr. Baxer. That is correct. 

Mr. Tuomas. Is that field crowd under the jurisdiction of the Chief 
Counsel, or is it under the jurisdiction of the Department of Veterans’ 
Benefits ¢ 

Mr. Kersey. Under the jurisdiction of Veterans’ Benefits. 

Mr. Stone. For litigation it is directly under the General Counsel. 
Only for guardianship activities is it under our Department. 

Mr. Tuomas. That is only a legal service. 

Mr. Hictxy. That is usually handled by the Chief Attorney. That 
is his title. 

Mr. Tuomas. You say it is under the jurisdiction of Veterans’ Bene- 
fits and not under the Leads Office. 

Mr. Hietry. He is under the Manager and bears the same relation- 
ship to the Manager as the General Counsel bears to the Adminis- 
trator. He is the legal adviser in the regional office. When it comes 
to court cases, he serves under Mr. Odom. 

Mr. Tuomas. It may make sense. How is it working out ? 

Mr. Hietey. I think it is working out very well. 

Mr. Tuomas. It has been in operation how long now ? 

Mr. Stone. Two and one half years. 

Mr. Hictey. That is part of the reorganization. 


BOARD OF VETERANS’ APPEALS 


Mr. Tuomas. What about the Veterans’ Appeals Board? How 
many board do you have? 

Mr. Hierry. There is only one Board. 

Mr. Tuomas. I mean how many sections? 

Mr. Hietry. Throughout the country ? 

Mr. Kesey. This is all central office. 

Mr. Tuomas. All the work is done in the central office ? 

Mr. Hietry. There is only one Board of Appeals. 

Mr. Tuomas. How many members on that Board ? 

Mr. Hiatey. Is that 33 or 37? 

Mr. Ketsey. 33, I believe is the last figure as far as the Board is 
concerned, but with their supporting: 

Mr. We ts. It is on page 3-27. 

Mr. Tuomas. Associate members ? 





Mr. Kersey. Including secretaries. 

Mr. Tuomas. Consultant Service, 108 employees; Appeals Opera- 
tions Division, 129. That Board has its hands full all the time; 
doesn’t it ? 
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WORKLOAD DATA 


Mr. Kevsry. Yes, Mr. Chairman. The over-all backlog, including 
cases ready for appellate consideration and those appeals which have 
not yet been certified by the field as ready for Board consider: ation, 
has been as high as approximately 25,500, and this was the approxi- 
mate figure as of December 30, 1954. As of December 30, 1955, this 
overall backlog had been reduced to approximately 18,000. Of this 
18,000 only 8,514 were ready for Board consideration. This approxi- 
mates 8 or 9 weeks’ work at the present production rate. This figure 
is considered to be a reasonable working balance but there is need for 
a small increase of five people. 

Mr. THomas. What is the figure on the time you just gave me? 
December when ? 

Mr. Keutsey. December 30, 1955. 

Mr. Tomas. And how many cases ? 

Mr. Kersey. 18,000 over all, and an immediate load of 8,514 ready 
for Board action. 

Mr. Tuomas. How long will it take them to dispose of it. 

Mr. Kersey. About 8 to 10 weeks. 

Mr. Tuomas. As of 12 months ago and then as of today, what was the 
length of time it took them to dispose of a case after the appeal was 
pertected, say 12 months ago. 

Mr. iWKELsEY. Somewhere in the neighborhood of 9 to 10 weeks. 

Mr. Tuomas. What is it today. 

Mr. Ketsey. About 8 to 10 weeks. I understand the work unit is 
becoming more difficult as time elapses. 

Mr. Hictey. There is a certain minimum you will always have 
due to the development of information. One of the difficulties in 
this field is getting the kind of men that you want, doctors. Some- 
times it is quite difficult to get men who will serve on those Boards 
who like that kind of work, for instance. 


INFORMATION SERVICE 


Mr. THomas. What do your Information Service people do in the 
field, your staff functions here? I notice you only have 30. 

Mr. Hiciry. What page is that, Mr. Chairman? 

Mr. Kersey. That 1s a group ‘who work in various Spots in the 
field forthe Information Service. There are about 5 or 6 offices 
throughout the country. 

Mr. Tuomas. I see you have 2 or was it 5 of your information people 
in the New York office? 

Mr. Lopver. Two, sir. 


GENERAL ADMINISTRATION—COMPARISON OF OBLIGATIONS BY OBJECTS 


Mr. Tuomas. Mr. Reporter, would you insert page 3-7, the chart at 
this point ? 
(P. 3-7 referred to as follows :) 
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GENERAL ADMINISTRATION 


Comparison of obligations by objects 


| tel ] 











| Increase 
| Actual, Estimated, Estimated, | (+) or de- 
Object of expenditure | fiseal year | fiscal year | fiscal year | crease (—) 
1955 1956 | 1957 1957 over 
1956 
emcees a —_ on . |- - - | sae 
01 Personal services__--- 45 |$10, 768, 621 |$10, 440, 371 10, 252, 926 — $187, 
iene 
Average employment 2, 288 | 2 020 | 1, 966 | —54 
02 Travel—Employee $123 849 | $189,955 | $196.790 | +36 835 
03 Transportation of things = as : 433, 810 | 291, 495 | 287, 800 —3, 695 
Transportation of things—Other 285, 671 146, 295 | 146, 200 —95 
Shipment of household goods-- 14, 376 9. 200 | 8. 600 — 600 
Parcel post reimbursement 133, 763 136, 000 133. 000 —3, 000 
04 Communication services 520, 511 568. 920 i 555, 720 | —13 200 
wlinarinentipioninaeaia ties acces encanta " — 
Communication services 385, 441 | 438 920 | 425 720, ~13, 200 
Penalty mail 135, 070 130, 000 130, 000 
7 : leche eras Shy 
05 Rents and utilities. _- at 273, 270 260, 364 271, 353 +10, “989 
Rents, equipment-- 267, 905 254; 77 265, 763 +i ), 989 
Utility services __- 5, 365 5, 590 | 5, 590 | 
06 Printing and reproduction. _- | 1, 505, 888 100, 418 1, 413. 532 | +41, 313, 114 
07 Other contractual services 349, 505 | 285, O06 236, 783 | —48, 313 
Other contractual services 335, 066 | 269, 891 221, 803 | 48, ORS 
Repairs to furniture and equipment 14, 439 | 15, 205 14, 980 —225 
08 Supplies and materials 415, 917 | 310, 640 | 419, 185 +108, 545 
Supplies and materials | 408, 236 | 303 640 411, 985 +108, 345 
Books for legal libraries 4, 687 4.000 | 4, 000 ‘ 
Newspapers and periodicals 2, 994 3.009 | 3, 200 +200 
09 Equipment 18, 022 53, 566 32,150 | —21. 416 
13 Refunds, awards, and indemnities 11, 541 | 47, 850 | 44 000 | —3, 850 
15 Taxes and assessments --- ; 7, 461 4 325 3 761 _ 564 
Grand total obligations____-- é 14, 428, 395 | 12, 553. 000 13, 714, 000 | +1, 141, 000) 


Mr. Tuomas. This deals with the “Other objects.” This is under 
“General administration, printing, and reproduction,” which is 
$1,413,532, which is an increase of $1.313.1 14 against last year, but it 
should be pointed out that last year was the year that each of the de- 
partments bore its own cost of printing. 

So in the years 1955 and 1957 the cost of printing throughout the 
Administration, with the exception of the Department of Medicine, 
is charged to “General administration,” is that correct ? 

Mr. Kersry. That is correct. 

Mr. THomas. “Supplies and materials” seems a little large, too; 
$415,000 in 1955 against $310,000 in 1956 and then for 1957 you have 
$419,000, or a jump of $ $109,000. What is your justification for that? 


STANDARD FORMS 


Mr. Baker. That is for some printed forms which we buy from the 
General Services Administration which were likewise distributed to 
the departments. 

Mr. Tuomas. What are they ? 

Mr. Baker. Prescribed standard forms that we are required to pur- 
chase from the General Services Administration. 
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Mr. Tuomas. Do you know what they are / 

Mr. Baxer. Voucher forms of various kinds, employment applica- 
tion forms, personnel action forms, fingerprint cards, messenger 
envelopes, contract forms, various accounting forms, and so forth. 

Mr. Tuomas. It isa printed item ? 

Mr. Baker. Except that we don’t buy them from the Government 
Printing Office. We buy them from the General Services Administra- 
tion. 

Mr. Tuomas. And these are distributed agency wide ¢ 

Mr. Baker. Yes, sir. 

Mr. Tuomas. I have the item checked here. It is 08. Let me put 
my finger on the justification, “3-63, standard forms.” This estimate 
provides for the purchase of all supplies and materials not otherwise 
classified, and I notice you use that phrase “not otherwise classified” 
in a hundred places throughout your justification. What does the 
Veterans’ Administration have that is classified / 

Mr. Baker. It is technical terminology to avoid listing numerous 
classes of items. 

Mr. Tuomas. Get one of your cost accountants to see how much it 
<osts you to keep on repeating this. 

Photocopy paper, microfilm, photographic plates, and processing 
chemicals. Then you have office supplies such as rubber bands and so 
on. Is this agencywide? Isn’t this item 08 charged to each of the 
other agencies ? I find each of them has an 08 class. 

Mr. Baxer. Each department has that object for the supplies they 
use. 

Mr. Tromas. How do you break down the standard forms pur- 
chased for general purposes? It runs into money. 

Mr. Baker. Those are the standard forms stocked by the General 
Services Administration. 

Mr. Toomas. How much are you spending for them ? 

Mr. Baxer. $111,000, roughly. That is to be found on the next 
page. 

Mr. Tuomas (reading) : 

Based on the Government Printing Office’s information regarding overall cost 
of printing, an average cost of $3.37 per thousand forms as experienced in fiscal 
= ir 1955 has been applied against the estimated requirements for the fiscal year 

957 for the purchase of standard forms from the General Services Adminis- 
aan 

Now you have here a figure of $111,000 for 1957 as compared to 
$110,000 for 1955, but there was a figure of $6,480 in 1956. 

If you only bought $110,000 in 1955 and they lasted you for 2 years, 
why do you want to supply, in 1957 a 2 years’ supply? 

Mr. Baxer. In 1956 the cost for all standard forms except the one 
used in the central office staff were distributed to the departments. 
Tn 1957 they will all be carried as General Administrative expense. 

Mr. Tuomas. Are you going to distribute them, too? 

Mr. Baker. We are not ‘distributing the costs. 

Mr. Tuomas. You have enough here for 2 years. 

Mr. Baker. No, sir. Overall in 1956 we bought as much in 1956 
as we did in 1955, but the cost is shown under ‘the heading for the 
operating departments. 

Mr. Tuomas. It isa constant amount? 

Mr. Baker. Yes, sir. 
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TORT CLAIMS 


Mr. Tuomas. What are these refunds, awards, and indemnities of 
$44,000 as against $47,000 last year ? 

Mr. Baxer. Those are tort claims that have to be paid. That is 
a liability against the Government. 

Mr. Tuomas. What was the total amount you paid in 1955 and 
what have you obligated to pay up to January 1, 1956? 

Mr. Baker. The obligations for 1955 were $9,181, and $19,361 had 
been obligated during 1956 fiscal year, to December 31, Is 55. 

Mr. Tuomas. Is this a guess figure for 1956 and 1957? 

Mr. Baxer. Well, we had a bac klog in 1955, some of which was 
settled in 1956. One claim amounted | to about $15,000. That came 
about through a compromise which the Department of Justice had 
worked out with the claimant. Another claim has been settled by 
the Justice Department for about $19,000 which will be paid in the 
near future. 


RENTS AND UTILITIES 


Mr. Tuomas. Now your “Rents and utilities.” This item is one 
that is virtually agencyw we is it not? That is for the IBM machine 
rental of $260,000 last y against $271,353 in 1957, an increase of 
$10.989. That is correct, is i note 

Mr. Baker. Yes, sir. 


CHECKWRITING MACHINES 


Mr. Tromas. I read about your mechanization someplace last night. 
Tell us about it. Tell us what progress you are making in the Veterans’ 
Administration. There is a program in the benefits program and one 
in the insurance program and one in the Manager’s Office, and also 
tell us about the field too. 

I was in one of your offices the other day, and I saw them issuing 
checks. I don’t think the human hand even touched them, It signed 
and put them in the envelope. It did everything except put them in 
the post office. You are doing that now. You used to farm it out to 
Treasury and now you are taking it back and you are saving some 
dollars and cents, are you not ? 

Mr. Monk. That isonly ona test basis in New York. 

Mr. Tromas. You have eliminated the equation of human error. 
It is purely mechanical. 

Mr. Monk. Yes, sir, except as to the creation of the initial punch- 
card record. 

Mr. Tuomas. If that is wrong, the rest of it is wrong. If it is right, 
everything else is right. 

Mr. Monk. That is right. 

Mr. Tnomas. How is it working out? How much is it costing you? 
Are you saving on it? How much were you paying the Treasury and 
then go back to your own program in insurance and benefits? What 
are you doing in that regard with reference to equipment ? 

Mr. Monx. As far as the disbursing in New York we did not pay the 
Treasury for writing those checks. The Treasury had an appropria- 
tion and they did not transfer a charge to the Agency for processing 
the checks. 





Mr. Tuomas. What checks were the Treasury people processing 
for you? : . 

Mr, Monk. All checks. In New York we are now only processing 
the direct-benefit checks, We are not processing the payroll checks 
or the miscellaneous vouchers at the present time. 

Mr. Trromas. Did the Treasury in the past process all the Veterans’ 
Administration checks throughout the country ? 

Mr. Monk. That is right. 

Mr. Tuomas. For the regional and central offices and all types of 
benefit programs / 

Mr. Monk. That is correct. 

Mr. Tomas. How much did it cost the Treasury Department to 
do that ? 

Mr. Monx. I don’t know that. 

Mr. THomas. That was a direct contribution ? 

Mr. Monk. There was no charge to the Veterans’ Administration. 

Mr. Tuomas. How much of that work is the Veterans’ Administra- 
tion doing now. 

Mr. Monk. Only in a New York regional office on a test basis, and 
we are now processing about 125,000 to 150,000 checks a month out of 
the total of approximately 5 million for all the VA. 

Mr. Tuomas. Is it your equipment or did the Treasury Department 
do any of it by hand or are they or you now doing it by a mechanical 
process? What is the occasion for the switch back from the Treasury ? 

Mr. Monk. The main reason for the test is that Treasury main- 
tained certain accounting records which were duplicated in the Veter- 
ans’ Administration. When Treasury processed the checks, they had 
to keep certain accounts as to the processing of the checks and we kept 
almost the same information. In this test process we have mechanized 
the accounting for the benefit payments which heretofore was largely 
a manual process and we have integrated the accounting and the dis- 
bursing activities so that we get the disbursing almost as a byproduct. 
We probably cannot write a check any cheaper than the Treasury 
insofar as the check-issuance operation alone is concerned. They are 
mechanized, although the Treasury in New York is using a slightly 
different type of equipment to process checks than we are using in this 
test. However by putting the two processes together and mechanizing 
the accounting it does reflect a considerable saving overall to the 
Government. 

Mr. Tuomas. What about your insurance? Has Treasury been 
handling that too? 


MECHANIZATION OF INSURANCE ACCOUNTING 


Mr. Garpner. Yes, Treasury still handles that. We voucher our 
payments on what is called a transfer posting voucher. 

Mr. Tuomas. Are you making any experiments with cost to do your 
own writing ? : Rak 4 

Mr. Garpner. No, we are waiting on this test in New York. 

Mr. Tuomas. What about the bookkeeping in insurance? : 

Mr. Garpner. We do no bookkeeping on the checks themselves. We 

N TT “yy rapa : 2A ele 

keep the accounts that lead up tothe checks. The Treasury keeps trac k 
of the checks. : P42 

Mr. Tuomas. When I said bookkeeping, I was speaking in the broad 
generic term. Are you doing your own bookkeeping now ‘ 
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Mr. Garpner. Oh, yes. 

Mr. Tuomas. Are you doing it mechanically ? 

Mr. Garpner. On our dividend credits, loans, and liens, and direct 
cash payments we are doing the work mechanically. Now we are 
cutting over our premium billing to punchcards. 

Mr. Tuomas. Percentagewise on the workload, what part is being 
done by the mechanical method and what part is done by the old 
method ? 

Mr. Garpner. Percentagewise it is a little difficult to say. I would 
judge we are doing 20 percent of it mechanically. 

Mr. Tuomas. Is there any money to be saved by converting it to the 
20 percent mechanically ? 

Mr. Garpner. On every process we have converted over to machine 
usage we have saved more money than the cost of the machinery in 
personnel. 

Mr. Tromas. The question is, Why haven’t you put in more 
machines ? 

Mr. Garpner. Because it takes time to develop the methods of work- 
ing these various operations on a machine. The last big field in in- 
surance is the premium accounting work. That is something that the 
Veterans’ Administration and all the insurance company people are 
interested in. It isa long and laborious process. 

Mr. Tromas. Is the Veterans’ Administration Insurance Division 
as fully mechanized as private insurance companies ? 

Mr. Garpner. Yes, sir; I think we are more mechanized than any of 
the large or the major life-insurance companies. 

Mr. Tuomas. So you are sort of leading the field in that regard. 

Mr. Garpner. The commercial companies are in all sorts of stages. 
There are 1 or 2 very small companies that are almost completely 
mechanized. There is one in Galveston, Tex., that is almost completely 
mechanized, according to a report in the National Underwriter or 
some other insurance publication. T don’t know how successful they 
are. The big companies with problems comparable to ours are at 
various stages of testing, leading to mechanization. We are in the 
study and testing stage at different points in the operation. 

Mr. Tuomas. The Veterans’ Administration has been criticized a 
whole lot about that ordinarily because of the testing phase. Whether 
it is just or unjust T don’t know. They figured that there has been 
more testing and mechanization testing than there was actual accom- 
plishment. 

Mr. Garpner. I don’t think anything would be more disastrous than 
to vo into a mechanical process without proper proof that it will work. 
I think you can get yourself into an ungodly mess if you go off half- 
cocked on that. 

T was talking with a Mr. Davis, of the New York Life Insurance Co. 
They recently started a premium-accounting test on TRM No. 702 and 
they spent 2 years of the time of 35 high-class men. That was simply 
in programing and detailing the operations for a test alone. That gives 
you an indication of how careful you must be on anything of that 
nature hefore you embark on it. 

Mr. Tuomas. That doesn’t ring a bell with me. Of course if it is 
wrong, it is wrong, but you have your personnel and you can go back 
to the old method, and I think you are making a mountain out of a mole- 
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hill. That is my impression, being strictly a layman. I am going 
to rephrase a previous question. You said we were 20-percent mecha- 
nized. Is that 20 percent of the whole operation, or can you mechanize 
5 times as much as you are now mechanized ¢ 

Mr. Garpner. I would say 20 percent of the whole operation. There 
are certain things that we can never mechanize. 

Mr. Hictry. That is what I wanted to understand. 

Mr, Tuomas. If 20 percent is mechanized, what part of that 80 per- 
cent is subject to mechanization? What is the industry doing about it, 
first ¢ 

Mr. Garpner. The industry is at all sorts of stages. Approximately 

2,000 of our people, totaling 6,000, are engaged in premium account- 
ing. If we are successful in mechanizing all the premium accounting 
then we will mechanize one-third of all our work. 

Mr. Tuomas. That is two-thirds of this whole workload? 4,000 out 
of your 6,000 employees ? 

Mr. GArpner. 2,000 are in actual premium accounting. 

Mr. Tuomas. One-third ? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. I beg your pardon. What is the nature of that work 
and how is it carried out ? 

Mr. Garpner. The work is carried out entirely with what you might 
call manual processes. That is the manual posting of the premium 
payments that goes on to the premium-record cards. 

Mr. Tromas. When that check comes in monthly or quarterly or 
semiannually it has to be posted to the account: is that correct ? 

Mr. Garpner. That is right. We handle some 30 million such post- 
ings a year. 

‘Mr. ‘Hictry. In this connection, Mr, Chairman, I would like to be: 
witness to the fact that these gentlemen and the people in these des 
offices have done a superb job in getting organized and they stayed 
away from mistakes a good portion of the time. Two and a half years 
ago my recollection is that we were in trouble daily with work im- 
properly done, where money was received, and improperly credited. 
So I have much praise for the great progress they have made and 
personally I am just willing to have them go slow enough so that when 
they do make a move we have considerable assurance that we are not 
getting into trouble. 

Mr. Tuomas. What are you doing about handling? 

Mr. Putixies. Is it twice what is already mec he nized, that would 
be the maximum that could be mechanized / 

Mr. Garpner. Two and one-half times possibly. 

Mr. Botanp. How many veterans are covered under the insurance 
program ? 

Mr. Garpner. About 614 million. 

Mr. Tomas. Do you have the same equipment in all the insurance 
offices? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. In Denver, St. Paul—— 

Mr. Garpner. Philadelphia and the District of Columbia. 

Mr. Tuomas. What are you doing and what progress are you mak- 
ing? Who are you doing business with in the way of research and 
testing, looking toward the mechanization of other activities in the 
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Insurance Division that are subject to mechanization, namely posting 
to the premium payments? 

Mr. Garpner. We have a sizable group of systems, people working 
in the central office who are supplemented by a number of people in 
the field offices who are developing various angles of the total plan for 
premium accounting, but it is going to be a long drag. 

Mr. Tuomas. Are they working with IBM or for IBM? Who are 
they working for ? 

Mr. Garpner. They are working for the Government, for the De- 
partment of Insurance. 

Mr. Tuomas. How long have they been working for the Department 
of Insurance ¢ 

Mr. Garpner. On that particular phase, the phase of the premium 
accounting, we have just barely started. The most recent planning 
that was finished is the premium-billing operation which we are now 
in the process of cutting over. 

Mr. THomas. Where did you get these people from and how long 
have you had them ¢ 

Mr. Garpner. We have had these people for some time, some of them 
since the war. However, we only set up this so-called methods and 
system group about 3 years ago. 

Mr. Tuomas. Are they electronic engineers and skilled in the me- 
chanical work and development? 

Mr. Garpner. No. Everybody, including the equipment manufac- 
turers, recommend that you take people who are skilled in the clerical 
process you hope to put on the machines and have them learn what 
the machine will do rather than take the people who are skilled on 
machines and have them learn the clerical processes. 

Mr. Tuomas. Let me make you a little suggestion—you had better 
get IBM and 2 or 3 of those people and bring them into your place and 
have them study along with you if you want to get this job done. 

Mr. Garpner. Speaking of IBM, we have a man constantly with us 
who spends about 90 percent of his time with our methods and systems 
people. 

Mr. Tuomas. Is that the repairman? 

Mr. Garpner. Oh, no. He is a technical expert. The Government 
could not hope to hire that type of person. This one draws some 
$17,500 a year plus $25 a day expenses. We could not hire that type 
of person. 

Mr. Tuomas. The IBM and the other people know that too. They 
figure if they were to sell 10 or 15 machines to this insurance agency 
they will wrap you up on the technical phases; is that correct ? 

Mr. Garpner. That is correct. When we undertook the 1948 divi- 
dend, a sizable proportion of that was done entirely on tabulating 
machines, those companies cooperated 100 percent. 

Mr. Tuomas. And all your other dividends since then have been 
handled on those machines; have they not? 

Mr. Garpner. Oh, no; we used other equipment besides IBM 
equipment. 

Mr. Tuomas. It has all been on tabulating equipment though ? 

Mr. Garpner. Yes, in the main. 

Mr. Toomas. What about that Galveston, Tex., insurance company ? 
Have you had anybody down to look over their setup ? 
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Mr. Garpner. We had a man look over their processes, but they are 
so small, with I believe only 300,000 ordinary insurance policies in 
force, that they scarcely afford a good sample of our needs. We are 
following much more closely the work of the New York Life Insurance 
Co. and the Metropolitan Life Insurance Co. 

Mr. Evins. You do this mechanical billing, but do you do any re- 
ceipting of funds for premium payments ? 

Mr. Garvner. We do not issue premium receipts. 

Mr. Evins. Do you notify veterans when their insurance payments 
become past due ? 

Mr. Garpner. Not until they are outside the grace period. 

Mr. Evins. In other words, the VA just lets them go by the board? 

Mr. Garpner. I don’t think the Government could possibly afford to 
send a second notice of premium due. 

Mr. Evins. Do you like them to go by the board ? 

Mr. Garpner. No; we do everything we can to keep them, but as you 
know we are billing monthly on a packet basis. 

Mr. Evins. All you do is to bill the veteran. When they send their 
money in, you don’t receipt for it or when they are past due to you you 
don’t notify them and if the insurance premium lalla: the Govern- 


ment gets the benefit of the past premium payments. 

Mr. Garpner. We notify them 15 days after the end of the grace 
period. 

Mr. Evrns. Then it is too late. 

Mr. Garpner. He has 90 days from the date of lapse in which to 
reinstate on a comparative health basis. 

Mr. Evrns. It is your position that the VA is in effect notifying 


them ? 

Mr. Garpner. Yes, but after the lapse—not with a second notice 
of premium due. 

Mr. Evins. Most insurance companies give their policyholders no- 
tice that they have a 30-day grace period in which to pay the pre- 
mium. The VA doesn’t follow this standard practice. 

Mr. Garpner. Most of the second notices from the insurance com- 
panies come from the agency system and not from the home office of 
the company. Every insurance agent is of course anxious to keep his 
policyholders. 

Mr. Evins. You are not the agency system but the service system. 

Mr. Hictry. Aren’t we accomplishing the same results without harm 
to the veteran ? 

Mr. Evins. I think much of the abuses in the VA insurance pro- 
gram have been corrected. 

Mr. Botanp. How many “lapses” have you had ? 

Mr. Garpner. About 355,000 people a year who lapse because they 
get outside the grace period. 

Mr. Botanp. I believe private insurance companies are getting away 
from the practice of sending them a second notice. 

Mr. Garpner. The bulk of the private insurance companies are 
handling it the same way we do. 

Mr. Evins. You bill but you don’t receipt. 

Mr. Tuomas. Except when they request it. 

Mr. Garpner. That is right. 
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Mr. Tuomas. How about getting down to that little 300,000 policy- 
holder outfit in Texas? It is too small to look at, is that it? What are 
you doing that they are not doing? 

Mr. Garpner. Volume mainly. 

Mr. Tuomas. Suppose they have 2 machines? What is to prevent 
you from getting 10 or 20 machines? If they are doing this job, why 
can’t you do the job? 

Mr. Garpner. I would have to have the gentlemen who looked at 
their processes explain the details. 

Mr. Tuomas. You are not interested in mechanizing, are you? 

Mr. Garpner. I am very much interested in mechanizing. 

Mr. Tuomas. You don’t impress me as if you are. You may be, but 
you don’t impress me that way. We will help you if wecan. 

Mr. Garpner. Briefly, this company down there is still using more 
clerical help per 1,000 insurance policies than we are, even though 
they had mechanized nearly all their processes. In other words they 
are duplicating all their mechanical processes. Clerically we could 
not possibly afford to do that. 

Mr. Tuomas. Well, neither can they very long. Is that clerical 
help or checking the machine, or how long have they been doing this / 

Mr. Garpner. I would have to verify that. 


EMPLOYEE TRAVEL 


Mr. Tuomas. What about your overall travel problem in general 
administration? You got an increase in the travel allowance which 
was long overdue in my judgment. It was raised from $8 to $12, or 
what was it? 

Mr. Kersey. $9 to $12. 

Mr. Tuomas. What were the results that increase brought about; 
good, bad, or indifferent ? 

Mr. Ketsry. We had some problem because of the limitation on 
travel funds so that in order to permit as much travel as we could 
possibly get, we set up a maximum of $10.50 per diem rather than 
go to the $12. 

Mr. Tromas. I notice you have employee travel which went from 
$123,849 in 1955 to $189,955 in 1956 and $196,790 for 1957. Is the 
increase reflected in the 1956 estimates ? 

Mr. Baker. Only to the extent of the maximum we are now allowing 
of $10.50, and that was not in effect for the full year. 

Mr. Tuomas. What about the 1957 estimates ? 

Mr. Baxer. It is predicated on the assumption that they can go to 
$12. All offices may not do so. 

Mr. Tuomas. You have been handling this—holding down to what 
figure? 

Mr. Baker. A maximum of $10.50 per day. 

Mr. Tromas. You are cutting out some travel then in 1957. It 
shows only an increase of $6,835. This is all the staff travel ? 

Mr. Baker. Yes, sir. 

Mr. Trromas. How many people travel? You spent $123,849 in 
1955 and vou have very little more travel now than you had then. On 
the same basis you would have about $170,000 against $196,000. How 
many people in the travel status are there in general administration ? 

Mr. Kersry. That is a fluctuating figure, Mr. Chairman. 
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Mr. Tomas. I notice in your office you have a pretty good travel 
allowance. 

Mr. Kersry. Are you talking about the Controller's Office ? 

Mr. Tuomas. Yes. 

Mr. Kesey. That is primarily internal audit which was trans- 
ferred, as the Administrator said a minute ago, to a new organization. 
Actually, in the Controller’s Office if the internal audit travel was 
eliminated, that $99,000 figure would be reduced to $13,000. 

Mr. THomas. What is your travel this year ¢ 

Mr. Ketsry. $13,000. For the whole office. 

Mr. Tuomas. I am talking about the Controller’s Office. Not your 
individual office. 

Mr. Kesey. That will be about $99,000, including internal audit. 

Mr. Tuomas. About 90 percent of the travel here for this admin 
istrative setup, or is it separate and distinct from this? 

Mr. Ketsry. That is part of it and that was indicated a moment ago 
as primarily internal audit. There are 30 some men who are almost 
in constant travel to the field stations. 

Mr. Tuomas. And it is about one-half of your entire amount ¢ 

Mr. Ketsey. That is right. 

Mr. Tuomas, I was noticing last night that yours was by far the 
largest item in there, but if you are going to do any auditing, you have 
to go where the books are. 

Mr. Kersey. That is right, sir. 

Mr. Tuomas. Have you had or do you have any particular prob- 
lems. Mr. Deputy Administrator? What are your headaches when the 
Administrator is out of town ¢ 


Mr. Parrerson. The constant problem is to keep the goal ahead of 
us of trying to do this job better for less and in a decentralization of 
management as we have been experiencing we are bound to have a lot 
of pr oblems to solve. Our di aily job is to work with our people and 
to help them; support them where they need it, and there is plenty of 
challenge every morning, I assure you. 


CONGRESSIONAL LIAISON 


Mr. Tuomas, I expect you are about 99.9 percent correct. I see 
you have two people here with the Congressional Liaison. How many 
people do you have over there ? 

Mr. Kersey. Fourteen 

Mr. Tuomas. What is the total ? 

Mr. Ketsry. The total for the office of the Assistant Administration 
for Legislation is 56, which is the same as it was last year. 

Mr. Hietry. He istalking about the Hill. Is that included ? 

Mr. Kersry. Yes, sir. 

Mr. Tuomas. How many have you on the Hill? 

Mr. Ketsry. Fourteen 

Mr. Tuomas. And they are included in the 56? 

Mr. Kersey. Yes, sir. 

Mr. Toomas. What do they do on the Hill? 

Mr. Kersry. They assist Congressmen and Senators in their in- 
dividual cor respondence, in questions which are asked, and also have 
some part in analyzing proposed legislation and things of that kind, 
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which I believe often shortcut the time which is required of Congress- 
men to receive the answer they want, or to see that the problem is placed 
in the proper channels in the central office. 

Mr. Evins. Mr. Chairman, they do a good job and then they gradu- 
ate them to the White House. 


DEPARTMENT OF INSURANCE ADMINISTRATIVE EXPENSE 


Mr. Tuomas. Mr. Reporter, will you put page 4-2 in the record at 
this point ? 


(Page 4-2 referred to above is as follows :) 


DEPARTMENT OF INSURANCE, $25,418,000 


The Department of Insurance, under the direction of the Chief Insurance 
Director, administers the various veterans’ insurance programs provided by 


existing law. These programs and the related statutory authorities are as 
follows: 


1. United States Government life insurance pursuant to the World War 
Veterans’ Act, 1924 (38 U.S. C., 511-518). 

2. National service life insurance pursuant to the act of October 8, 1940, 
as amended (34 U. S. C. 841f, 853 c—6, 1020, 1020k; 38 U. S. C. 32a, 38, 512, 
801-818, 820-823, 802 (m) (2), 851 note, 820 note). 

3. Servicemen’s Indemnity and Insurance Acts of 1951 (38 U. S. C. 
851-858). 

4. Protection of insurance policies of persons in service pursuant to article 
IV of the Soldiers’ and Sailors’ Civil Relief Act of 1950, as amended (50 
U.S. C., appendix 540-554). 

5. The World War Adjusted Compensation Act of 1924, as amended (38 
U.S. C. 591-683 and 686-688b ). 

This estimate provides for the general operating expenses at central office and 
at the insurance district offices and centers. The 1957 appropriation request of 
$25,418,000 is $2,021,000 less than the estimated amount required for fiscal year 
1956 and covers the entire cost of administration of the insurance programs in- 
dicated above for which the Chief Insurance Director is responsible. 


Mr. Tuomas. I note this language: 


The 1957 appropriation request of $25,418,000 is $2,021,000 less than the esti- 

mated amount required for fiscal year 1956 and covers the entire cost of adminis- 
tration of the insurance programs indicated above for which the Chief Insurance 
Director is responsible. 
And above is set out the five acts you administer. Your cost has come 
down considerably in the last 5 years. What was the administrative 
cost for 19502 Can you turn to the record and see what it was in 1950 
and 19512 What is the latest period? Do you have anything beyond 
1955 ? 

Mr. Wetts. No, sir; not beyond 1955. 


SUMMARY OF REQUIREMENTS 


Mr. Tuomas. Will you insert page 4-8 in the record at this point, 
Mr. Reporter ? 
(Page 4-3 referred to above is as follows :) 








Department of Insurance 


Departmental: 

Average employment 

Salary cost 

Employee travel cost... 

Other miscellaneous operating expenses. 
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Field—Insurance Center, District of Columbia: 
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Other miscellaneous operating 0 ae 
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Field— Philadelphia, Denver, and St. Paul: 
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Departmental and field: 
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Salary cost_. 
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Other miscellaneous operating expenses. 
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Mr. Tuomas. The average employment was 7,620 for 1955; 
Our old hearings disclose that your 


for 1956; and 5,606 for 1957. 
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1956 


370 

$1, 925, 400 
75, 000 

439, 400 


2, 439, 800 


829 
$3, 550, 921 
675 o 


170, 100 


ol 721, 765 | 


4, 924 

$19, 260, 279 
9, 325 

a 007, 831 


9 
277, 


21, 435 


6, 123 
$24, 736, 600 
85, 000 

2, 617, 400 





27, 439, 000 


| Summary of requirements, all objects 


| 


Estimated, 
fiscal year 
1957 


346 

$1, 823, 500 
75, 000 
153, 000 


2, 051, 


500 


690 
$2, 945, 140 
675 

159, 471 


"3,105 , 286 


4, 570 

$18, 114, 860 
v, 325 

2, 137, 020 


20, 261, 214 


5, 606 

22, 883, 500 
85, 000 

2, 449, 500 


5, 418, 000 


6,123 


administrative coats were as follows: For 1949, $49,149,327 and for 


= se 


1950 it was $47,384,976. 
the curve has gone down. 
to that downward curve in the 

Mr. Garpner. No, sir; 
decreased less than 10 percent. 


And for this year it is $95,418,000. 
Has the workload fallen off in proportion 
administrative costs ? 
the number of active policies in force has 


Certainly 


Mr. Tuomas. You have about 6,200,000 policies as of today ? 


Mr. GARDNER. 
Mr. Tuomas. 
Mr. GARDNER. 
Mr. Tuomas. 
Mr. GARDNER. 
Mr. 
percent. 
Mr. Evins. How many of those were 


About 6,950,000. 
For those 2 years ? 
About 6,950,000. 


The total is about 6,400,000. 
What did you have in 1949-50? 


lapses ? 


number represent lapses, people who failed to pay ? 
Mr. Garpner. Well, sir, it would be about 1 million lapses and 
maturities of all regular Government life policies, without reinstate- 


ment. 
as regular national life i insurance. 


erans with the special term insurance policies 
Mr. Evins. I am not talking about the death payment cases or those 
that reinstated. I am asking you how many veteran policies are lost 


each year based upon lapses? 
Mr. Putxies. And failure to reinsure? 
Mr. Garpner. About 200,000 per year. 


Tuomas. It has fallen off about 550,000 policies, less than 11 


How many of that 


That is not including the new veterans’ special term insurance 
We have now about 445,000 vet- 
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Mr. Puttuties. Total lapses? 

Mr. Garpner. Net lapses. 

Mr. Tuomas. Net. 

Mr. Garpner. Lapses without reinstatement. 

Mr. Potssant. These are people coming out of the service who will 
let their insurance lapse. It is a lapse in that sense, but there is some 
basis for that type as compared with lapses by veterans. The World 
War I lapse rate is less than 1 percent. 


DECREASE IN ADMINISTRATIVE COSTS 


Mr. Tuomas. In the last 5 or 6 years you have decreased your ad- 
ministrative expense about 50 percent ‘and your workload, due to 
lapses or whatever it is, has only decreased in the neighborhood of 10 
percent. In 1950 you had about 6,950,000 policies and today you have 
6,200,000 or 6,400,000 ; is that the figure you said before ? 

Mr. Porssant. 6,400,000. 

Mr. Tuomas. What do you attribute that very commendable reduc- 
tion in administrative costs to ? 

Mr. Garpner. A combination of things, Mr. Chairman. In the 
first place, we consolidated 13 district offices into 3. We realized very 
considerable administrative savings out of that. 

Mr. Tuomas. It took the committee 3 or 4 years to get you to do 
that. What else? 

Mr. Garpner. Mechanization is another reason as are other im- 
proved procedures. 

Mr. THomas. How much further is this very fine work subject to 
reduction through mechanization or changes in the office setup ? 

Mr. Hiciey. It gets harder and harder as you go along. 

Mr. Tuomas. Is it subject to reduction ? 


CONVERSION TO ELECTRONIC PUNCH CARD SYSTEM OF PREMIUM BILLING 


Mr. Hietry. There is quite a description of this conversion to the 
electronic punchcard system on 4-25 under “Insurance.” I don’t 
know if you want to go back to that or not. 

Mr. THomas (reading) : : 

Based upon the above determination, it is contemplated that successive steps 
will be taken to start the actual conversion at the Denver and St. Paul offices 
on January 1, 1956, and to complete the conversion by the end of the current 
fiscal year, * * * 

Put that in the record. I remember reading that. Put page 4-25 in 
the record, beginning with project 0700.9. You might continue the 
next two paragraphs over on the next page too. 

(Pages 4-25 and 4-26 referred to above are as follows :) 

0700.9 Conversion of electronic puncheard system of premium billing: 
ee UD SS ee Se ee ee ae BLES bed bl 


SONG  eeiietes . 6. ois coven. oe eee el lees $480, 000 
DO GOR a I 500, 000 


Experimental and pilot tests have been conducted leading toward the conver- 
sion of the premium-billing phase of the insurance operation to a punchcard 
system. 

Positive work in the preliminaries of this project was started during the fiscal 
year 1954, and the research and testing incident thereto has been carried on by the 
regular staff of the Systems and Evaluation Service. While all the findings 
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resulting from the research and testing cannot be stated in detail here, they 
are predominantly sufficient to warrant the determination that the successive 
steps to complete the premium-billing phase of the conversion will improve the 
efficiency of oprations, and will result in amortizing savings as all the correlative 
uses of the punchcards are fully explored and those uses applied wherever 
economical. 

Based upon the above determination, it is contemplated that successive steps 
will be taken to start the actual conversion at the Denver and St. Paul offices on 
January 1, 1956, and to complete the conversion by the end of the current fiscal 
year, except for a possible residue of miscellaneous adjustments, changes and 
improvements found to be advantageous and economical as greater experience 
is gained. Due to shortcuts that were devised during the tests, it is now believed 
that these 2 offices can be converted at a total cost of $350,000. This is premised 
on doing the card punching at our offices, if machines are available and experienced 
punchers can be recruited. However, inability to obtain sufficient qualified per- 
sonnel may necessitate contracting for some of this work; therefore, any precise 
“object of expenditure” breakdown of the amount would not be dependable. 

It will be a great advantage to the progress of the project to also start the 
conversion at the Philadelphia office during the current fiscal year, and it is 
planned that this will be done to the extent of available resources, if sufficient 
machines and personnel can be obtained. It is estimated that the larger portion 
of the conversion at Philadelphia will be carried over into the fiscal year 1957. 
To complete this portion, and for the residue as outlined above for all offices, the 
cost has been estimated at the above stated amount of $500,000. 

Regarding the above referenced correlative uses of the puncheards, it is de- 
sired to point out that in addition to potential savings that can be effected in 
correlative activities, these cards will form the base from which to take progres- 
sive steps leading to the conversion of premium accounting to a puncheard or 
electronic tape system. When this phase becomes an accomplished fact greater 
efficiency and additional economies in operations will result. 


Mr. Tuomas. I hope that a little more time and effort and money is 
spent on this research and the mechanization. It saves dollars, it saves 
time. I think it is more accurate. I think you give more and quicker 
service and every dollar that you spend in research and for outside 
help with qualified people who know what it is about, even to travel 
to see what the other fellow is doing in the insurance business, is money 
well spent. And assuming you do it, taking a look to see what the 
other fellow is doing and ‘having him visit you, the quicker you are 
going to get this problem licked. 

Mr. Parrerson. Mr. Monk, give the chairman and the members 
your views on our recently created committee on use of electronic ma- 
chines and the surveys which are being conducted to accomplish gen- 
erally what the chairman spoke about. 

Mr. Monk. We have had appointed an overall steering committee 
within the agency and a working committee is being utilized to explore 
the possible utilization of electronic equipment throughout the Veter- 
ans’ Administration in all the areas of work. We have electric ac- 
counting equipment within the agency, but we do not have any 
electronic equipment as such, and there appeared to be quite wide pos- 
sibilities as to the use of that equipment. Of course, that is a long- 
range proposition because it will take some time to develop just how 
it could be used. 

Mr. Patrerson. Electronics is sonew. Going back 10 years or more 
ago, when mechanized business equipment was relatively new, there 
have been great changes since that time and we have to study and do 
research to keep up with the new developments in various phases of 
business equipment usage. There are many companies now dev elop- 
ing electronic machines to do many jobs and in order to study any of 
our unit operations where we may wish to install new equipment in 
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our desire to do our job better for less, we thought it desirable to create 
this committee. We want the committee to keep up with each pro- 
gressive step in the utilization of business equipment by actually study- 
ing the usage of such equipment in various private business firms. We 
hope to keep current with all developments as progress is being made 
rather than wait unit the parade goes by us. 


NUMBER OF INSURANCE POLICIES 


Mr. Tuomas. How many policies do we have under the United 
States Government life insurance ? 


Mr. Porssant. 400,000. 

Mr. Tuomas. This is only the old World War I, 400,000? 

Mr. Potssant. 390,000 plus. 

Mr. Tuomas. Well, we will call it 400,000 in rough figures. All right 
now. Quickly, tell us just how this is handled. Does the Government 
carry this insurance? Do you farm it out to a bunch of companies? 
How do you arrive at rates? How was it worked out ? 


PREMIUM RATES AND DIVIDENDS 


Mr. Potssant. The rates are prescribed by law. We compute the 
dividend to get the gross rate down to a net cost on the basis of vari- 
ous actuarial and statistical studies that we make each year. 

Mr. Tuomas. The dividend is something new, isn’t it? 

Mr. Potssant. No. It is not new. They have been paying divi- 
dends ever since the formation of this fund back in 1919. 

Mr. Tuomas. The rates were established by statute ? 

Mr. Potssant. That is right. The law says specifically what you 
must charge. 

Mr. Tuomas. What about the dividends now % 

Mr. Porssant. No. That is within the discretion of the Adminis- 
trator. 

Mr. Tuomas. You certainly wouldn’t in the same breath have the 
same law describe a rate and a dividend too. 

Mr. Porssant. No. It is to be in accordance with the savings and 
the earnings in the fund. 


FISCAL ASPECTS OF INSURANCE FUNDS 


Mr. Tuomas. What is the fiscal picture on your fund? Does the 
Veterans’ Administration carry the insurance or do you buy it from 
insurance companies ? 

Mr. Potssant. This insurance ? 

Mr. THomas. Yes. ' 

Mr. Porssant. Is it bought from insurance companies; is that your 
question ? 

Mr. THomas. Yes. 

Mr. Porssant. No, not this particular kind. 

Mr. Tuomas. How is it handled ? , 

Mr. PorssantT. Is is a trust fund in the Treasury. These premiums 
are deposited in a trust fund and all the disbursements are taken 
out of the trust funds and the fund is observed closely to make sure 
that it is solvent at all times. 
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oo Tuomas. The Federal Government carries this insurance it- 
self 

Mr. Poissantr. Yes, sir, as a trust fund. I don’t know to what 
extent they would guarantee it if it got insolvent. 

Mr. Tuomas. What is the liability of the trust and what is the 
amount of funds in it now ¢ 

Mr. Poissanr. We have now a contingency reserve of about $125 
million to $130 million. 

Mr. Tuomas. We had better use $130 million. It would sound 
better. Is that the outside liability ? 

Mr. Porssant. On the basis of the reserve which we set up the 
reserve requires a prospective evaluation of mortality rate and other 
factors, these are matters of judgment. But on the basis of the reserve 
now set up that is the amount of the contingency fund. 

Mr. Tuomas. That is the basis of it? It is based on the expectancy 
as of today. If that liability were to drop down on our heads to- 
morrow, everybody in that age group that you figure will die this “rpg 
the liability will be $130 million, based upon the actuarial formula; is 
that right ? 

Mr. Potssanr. That is right. 

Mr. Hictry. I don’t think he is telling you what you are asking. 
You have the basic fund required actuarially and the $130 million is 
to take care of an unforeseen contingency. 

Mr. Potssant. The assets are about $1,250 million. 

Mr. Tuomas. That includes the $130 million. 

Mr. Porssant. That is right. 

Mr. Tuomas. You have $130 million which was set up for a con- 
tingency ? 

Mr. Porssant. That is right. 

Mr. Tuomas. And the $1,250 million is for what now ? 

Mr. Porssant. Those are assets and the liabilities are $130 million 
less than that, or about $1,120 milllion. National service is, of course, 
much larger than that. That figure we have been talking about is 
World War I insurance. 

Mr. Tuomas. Will you give them a dividend ? 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. This is a trust fund by the Government? 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. How much will it be, the overall amount, approxi- 
mately ¢ 

INSURANCE DIVIDENDS 


Mr. Porssant. We pay this next year about $23 million on dividends. 
Mr. Garpner. That is United States Government life. 

Mr. Tuomas. What was that figure again ? 

Mr. Potssant. $23 million. 

Mr. Tuomas. That is World War I? 

Mr. Porssant. Yes, sir. 

Mr. Tuomas. When will it be paid? 

Mr. Porssant. On the anniversary of each policy during the year. 
Mr. Tuomas. It won’t be paid this year? 

Mr. Potssant. Oh, yes; it is being paid currently. 
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NATIONAL SERVICE LIFE INSURANCE 


Mr. Tuomas. What about national service life insurance? That is 
World War IT, isn’t it? 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. Tell us about that. 

Mr. Porssant. We have in the neighborhood of $5,500 million of 
assets. 

Mr. Tuomas. How many policies now ¢ 

Mr. Garpner. 5,589,771 as of November 30. Mr. Chairman, here 
is a policy exhibit for the record if it will help. 

Mr. Tuomas. Yes, that is what we had last year and this will be 
fine. 

Mr. Tuomas. That is the number of policies in force as of when ? 

Mr. Garpner. As of November 30, 1955. 

Mr. Tuomas. Everybody was required to take out this insurance 
when they were in the war. How many were taken out ? 

Mr. Garpner. No, they were not required. They were afforded the 
opportunity. 

Mr. Tuomas. How many policies were issued ? 

Mr. Poissant. We issued about 22 million. 

Mr. Tuomas. 22 million were issued ? 

Mr. Botanp. There must have been some reissues. 

Mr. THomas. How many servicemen ? 

Mr. Stone. 16 million. 

Mr. Tuomas. Isthisa trust fund, too? 

Mr. Potssantr. Yes, sir. 

Mr. Toomas. What is the amount in this? 

Mr. Portssant. In the neighborhood of $5,500 million. 

Mr. Tuomas. This is a Government trust fund, too, which is like 
World War I? 

Mr. Potssant. Yes, sir. 

Mr. THomas. That is $5,500 million. Have we a little reserve, a 
little cushion set up ? 

Mr. Porssant. Oh, yes; we have contingency funds. 

Mr. Garpner. Here for the record is a copy of the annual statement 
of both funds, the United States Government and the National Service. 

Mr. Tuomas. I think these tables should be put in the record. This 
is World War I insurance and this is World War IT insurance. 

(Annual statements referred to above may be found on p. 270.) 

Mr. Tuomas. $5.5 billion. How much reserve did the statute say had 
to be set up ? 

Mr. Porssant. We have set up in the reserve I think about $5 billion. 
I have to look at the statement. 


COST OF INSURANCE TO THE TAXPAYER 


Mr. Tuomas. What amount of cost does the taxpayer generally bear 
for World War I and World War II? Do they pay anything other 
than the administrative cost ? 

Mr. Porssant. They pay the claims attributable to the extra hazard 
of military service. During wartime they are heavy and in peacetime 
small. Right now they are running 3 to 4 percent of the death claims. 

Mr. TuHomas. About 3 or 4 percent? 
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Mr. Porssant. At the present time as a percentage of the current 
deaths. 

Mr. Tuomas. What does that figure out to, dollarwise, a year ? 

Mr. Poissant. In the calendar year 1954 we transferred from the 
Government $49 million. That is national service. 

Mr. Tuomas. That comes out of the two funds, doesn’t it ¢ 

Mr. Porssant. No, sir. This is an appropriation to the fund. The 
fund pays the claim and the appropriation reimburses the fund. 

Mr. Tuomas. $49 million last year ¢ 

Mr. Porssant. In calendar year 1954 we had a grand total from 
origin of about $4.5 billion. 

Mr. Tuomas. Four and a half billion dollars? 

Mr. Poissantr. Yes, sir. In the year 1944, 88 percent was traceable 
to the occupational hazard of war and was chargeable to the appro 
priation and not to the fund. 

Mr. Tuomas. And last year ¢ 

Mr. Potssant. $49 million. 

Mr. Tuomas. This is $50 million ? 

Mr. Poissanr. Four and a half billion dollars cumulative total 
since the origin of the fund in 1940. 

Mr. Tuomas. That has been the appropriated funds and it cost 
the taxpayer $414 billion ? 

Mr. Poissant. Yes, sir. 

Mr. Tuomas. And last year it was around $50 million ¢ 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. And that i is exclusive of the administrative cost 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. And the administrative cost adds another $25 million 
to it, roughly ? 

Mr. Potssant. Yes, sir. 


SERVICEMEN’S INDEMNITIES 


Mr. THomas. What about the Servicemen’s Insurance Indemnity 
Act of 1951? What is this? 

Mr. Porssant. That is so-called gratuitous insurance to people in 
service, in an amount of $10,000. It is paid to the beneficiary of the 
insured. It is, as the wording implies, indemnity to the beneficiary 
or dependent of the serviceman. 

Mr. Tuomas. That is while he is in the service ? 

Mr. Porssant. And for 120 days after he gets out. 

Mr. Tomas. And when he gets out 

Mr. Porssant. He hasa right 

Mr. Tuomas. To either convert and pay for it ? 

Mr. Potssant. Yes, sir. 

Mr. Tuomas. What is the difference between that and the national 
service life insurance ? 

Mr. Potssant. The indemnity—that is the Korean service. 

Mr. Tuomas. This is Korean insurance and it is the same as the 
national service life insurance, but it is just paid by the Government, 
and this other is Korean ¢ 

Mr. Garpner. The national service life insurance is something the 
serviceman bought and paid for. 
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Mr. Tuomas. That was for World War IT. 

Mr. Garpner. And the idemnity is what he earns merely by being 
in the service. 

Mr. Tuomas. The taxpayer pays this premium for Korean service 
whereas in World War II the taxpayer did not pay it. It was taken 
from the serviceman’s pay. 

Mr. .Porssant. The servicemen’s indemnity, the Government pays 
for that. But when the insured comes out of the service he can buy 
this term insurance. 

Mr. Tuomas. Did you have that in World War IT? 

Mr. Potssant. He paid for his insurance while in service. 


OTHER INSURANCE FUNDS 


Mr. Tuomas. That is what I have been saying. All right now, what 
about No. 4, “Protection of insurance policies of persons in service 
pursuant to article TV of the Soldiers’ and Sailors’ Relief Act of 1950” ? 
What was that? Before we get into that, I wanted to ask this: How 
many policies do we have under Korea ? 

Mr. Porssant. About 450.000. 

Mr. Garpner. 445,000. The table in front of you shows. 

Mr. Tomas. 450,000 in round figures. 

Mr. Garpner. That is the veterans term insurance. There is an- 
other form known as the service-disabled veterans insurance—— 

Mr. Tuomas. What did this cost the taxpayers? 

Mr. Garpner. Nothing. The revolving fund is showing a profit 
continuously. 

Mr. Toomas. How much money was put in the revolving fund ? 

Mr. Garpner. $250,000 was put initially in the revolving fund, 
which was intended to cover early claims. 

Mr. Toomas. Where did the $250,000 come from ? 

Mr. Garpner. That was an appropriation to start the fund. It was 
made in 1951. But since there was no need for it it was returned to 
the miscellaneous receipts of the Treasury in December 1955. 

Mr. Tromas. At this point, Mr. Reporter, will you insert this table ? 
Before you insert it we had better get this other. What about No. 4, 
protection of insurance policies ? 

Mr. Garpner. That is the Soldiers’ and Sailors’ Civil Relief Act 
and there are still a few policies under the protection of the guaranties 
afforded by the Government. There is very little activity in that. 

Mr. Trromas. This is the one set up with the revolving fund of 
$250,000 ? 

Mr. Garpner. No, sir. 

Mr. Tromas. The servicemen’s indemnity ? 

Mr. Garpner. No. Veterans’ special term insurance. 

Mr. Tomas. What about servicemen’s indemnity, the 450,000 
policies? 

Mr. Garnoner. That has no policies. While the men are in the 
service, if they are not already insured the Government insures them 
automatically. 

Mr. Tuomas. There were 450,000 people entitled under it. 

Mr. Garpner. Oh no: there are probably 2 million people now 
covered. 

Mr. Tuomas. Where was the figure of 450,000 policies? 
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Mr. GARDNER. That was the number issued under section 621. 
Mr. THomas. You mean converted after they got out of the service ? 
_Mr. Garpner. Converted isn’t exactly the term. They exercise their 
right to buy this.term insurance after they get out. 
r, THomas. What is the status of it? What does it cost and so 
forth ? 

Mr. Garpner. The fund is so far roughly double the claims cost 
that have been charged against. it, so in a sense the fund is earning a 
profit at this time. 

Mr. Tuomas. How many claims have you paid and what is the 
amount of the claim? What isthe statutory amount ? 

Mr. Garpner. There have been some $8 million collected in pre- 
miums and roughly about one-half of that has been paid out on account 
of claims. 

Mr. THomas. You mean there is so much money collected each 
mouth ? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. From the Korean veteran for this? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. Forthis? I mean, while he was in the service ? 

Mr. Garpner. No; not while he was in the service. After he gets out. 

Mr. Tuomas. What are you doing collecting the money for it? It 
is up to him to buy it from a private company. 

Mr. Hiciey. He has the right to buy the Government insurance, 
and 450,000 of them have exercised that right. 

Mr. Tuomas. What about protection under the Soldiers’ and 
Sailors’ Civil Relief Act of 1950? 

Mr. Garpner. The volume of that has dropped to a very small 
amount. 

Mr. Tuomas. How did that originate ? 

Mr. Garpner. That originated while a man was in the service. The 
Government would guarantee the premiums on insurance that he held 
with commercial insurers and allow him 2 years after discharge to pay 
the premiums. 

Mr. Tuomas. Pay back to the Government the premiums they paid 
for him? 

Mr. Garpner. Pay to the insurance companies and they look to the 
Government for their reimbursement if he fails to pay. 

Mr. THomas. You wouldn’t carry the policies? 

Mr. Garpner. No. 

Mr. Tuomas. How much money have you been called upon to pay? 

Mr. Porssant. The net appropriation to date is around $700,000, 
of which we have about $400,000 left. So it has cost the Government 
so far around $250,000. Some of this is going to be recouped. Some 
of it is declared uncollectible. They cannot get it from the veterans. 
That is the status at the present time. 


ADJUSTED SERVICE CERTIFICATES 


Mr. Tuomas. What is this World War Adjusted Compensation Act 
of 1924, and how many policies ? 

Mr. Garpner. That has no policies. That was the so-called bonus 
which the Government in 1925 issued in the form of adjustment com- 
pensation certificates based upon the length of service in this country 
and overseas. 
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Mr. Tuomas. The old World War I bonus? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. Go ahead. 

Mr. Garpner. And then those certificates which were supposed to 
run 20 years were redeemed in 1935. There is still a little activity. 
There are still some people eligible to apply who did not apply origi- 
nally and westill have occasional claims. 

Mr. Tromas. If he was eligible for it in those days he can still get 
it? You don’t pay him any interest, do you ? 

Mr. Garpner. No. His failure to apply was his fault. 

Mr. Tuomas. Now will you insert these tables, Mr. Reporter, please, 
which were referred to previously ? 

(The tables are as follows :) 


Statement of in-force, issues and claims for 1954 


PARTICIPATING 





Number of 


policies insurance 





i NSLI 
| iieniieiatnanl 
_| 


Amount of 


USGLI 


Amount of 
insurance 


Number of 
policies 


' 


2. 576 | 


In force end of 1954 5, 821, 480 | $38, 845, 052 407, 500 $1, 767, 591, 605 
Insurance issued or revived in 1954 58, 418 160, 370, 000 82 503, 730 


Total face amount of claims awarded to end 


oi 1954 657, 666 


NONPARTICIPATING 


NSLI 


Veterans special term 


insurance 


| 
| Number of 
| policies 


4, 784, 830, 614 


Amount of 
insurance | 


| 
138, 261 | 754, 470, 837 


Service-disabled veterans 
| insurance 


74 
{| 
vetoes 


Amount of 
insurance 


Number o 
— ies 


| 


In force end of 1954 5 eauhl 231, 149 $2, 051, 711, 000 | 9, 016 $76, 147, 000 
Insurance issued or revived in 1954 168,772 | 1,512, 795, 500 | 6, 459 55, 794, 000 
Total face amount of claims awarded to end of | | 

1954 312 2, 711, 310 1, 388, 499 


U. 


el a 
These are the premiums waived or received from polic y holders for 
insurance and disability income benefits. 
Dividends deposited to accumulate at interest 
These dividends were deposited to accumulate at interest. 
Interest 
This is the interest received on investments in U. 8S. Treasury cer- 
tificates of indebtedness, on policy loans and on premiums paid in 
arrears. 
Reimbursement from the U. 8. Government 
This is the contribution of the U. 8. Government for death and dis- 
ability clair’ s due to the extra hazard of military or naval service, and 
for other obligations. 


Total income 


iadtherens, 


S. Government life insurance—Statement of income 


Cumulative 
totals from 


origin May 


| 
| 
| Calendar year | 
| 


1954 | 1919 to end of 
1954 
; $32, 377, 633 | $1, 723, 904, 165 
1, 160, 950 | 12, 443, 652 
47,714,986 | 1, 134, 160, 996 
1, 054, 991 | 138, 410, 448 


~ 82, 308, 560 | 
a 


3, 008, 919, 261 
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U. S. Government life insurance—Statement of dishursements 


| Cumulative 
totals from 
origin May 
| 1919 to end of 
1054 


} Calendar year 
1054 


Death benefits $28, 605, 423 $507, 294, 372 
These are the actual cash payments made to be meficiaries. Where 
benefits are paid in installments, only the installments pai i and not 
the full face amount of claims incurred are included. 
Total and permanent disability benefits . 10, 415, 402 210, 331, 331 
These are the actual cash payments made to insureds under the 
total and permanent disability provisions of the policy. 
Matured endowments 18, 687, 954 323, 288, 470 
Where the proceeds at maturity are paid in installments, ‘only the 
actual installments. paid are included and not the full face amount. 
Total disability income benefits 918, 155 563, 420 
These disability benefits are permiums waived and monthly in- 
come payments made under the provisions of the total disability in- 
come riders. 
Cash surrenders. . - - ~ 5, 196, 013 | 225, 182, 050 
These are cash surrender values paid ‘on contracts surrendered. 
Dividends to Selle yholders Subba tiihin hdd cd~ citewennie 25, 646, 079 385, 220, 436 
This is the amount of dividends paid. 
Dividends on deposit withdrawn 361, 377 5, 267, 685 
These are the dividends (with inte rest), prev iously left on dey osit, 
withdrawn. 
Interest credited on dividend accumulations 
This is the interest added on dividends left to accumulate. 





Total disbursements___....--- 90, 363, 834 


U.S. Government life insurance—Statemnt of assets as of Dec. 31,1954 


S. Treasury certificates of indebtedness___________________- $1, 215, 500, 000 
These are U.S. Treasury certificates of indebtedness issued 
to the USGLI fund. 
Policy loans 126, 206, 256 
These are loans made to policyholders on the security « 
their policies. 
811, 608 
This is the amount maintained as a working cash balance. 
Accrued interest 25, 151, 5112 
This is the interest earned and accrued, but not yet due 
and payable, on investments to the end of the year. 
tesla se 426, 170 
This includes amounts due from U. 8. Government on extra 
hazard claims and other miscellaneous assets. 


Total assets 1, 368, 095, 545 


72350—56—pt. 1 
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U. S. Government life insurance—Statement of liabilities as of Dec. 31, 1954 


a aarti Rinses -ncctuies esas ack sasarencacusonanmmnieib hones $985, 301, 916 
This amount together with future premiums and reserve 
interest is considered necessary to assure the payment of 
all future policy benefits. It is determined in accordance with 
accepted actuarial principles. 
Reserve for future installments on matured contracts__________--_ 192, 755, 42° 
This is the amount set aside to provide for the payment of 
future installments to beneficiaries on proceeds payable to 
them in monthly installments. 
Reserves for totals Gin bility qo oe en te ees 12, 023, 444 
This is the reserve for the total disability income benefit 
(see. 311). 
Policy claims currently outstanding............--.....- i. 5, 757, 964 
These are claims in process of settlement, and estimated 
claims that have occurred but have not yet been reported. 
Reserve for @ividenis.....wi csr cedncneiedlin csi elena 26, 059, 620 
This is the amount set aside for the payment of dividends 
in 1955, including all dividends due and unpaid. 
Reserve for dividends deposited with interest__._._._.___.__-_----_- 7, 305, 134 
This is the amount of dividends (with interest) on deposit 
in the USGLI fund. 


Reserve for premiums paid beyond Dec. 31_.-----------_-_---- 5, 199, 284 
This is the present value of premiums paid beyond Dec. 31. 
BRRISE OS EE + COIs so eee ncteireccennciaaeawanmenn 133, 692, 760 


This amount is an additional safety fund to provide for un- 
expected contingencies which, because of their nature, cannot 
be provided for in the regular reserves. It is common practice 
among all insurance companies to maintain this type of 
reserve. 


Total a ee ob bath deetiatatges 1, 368, 095, 545 


Pa ticipating national service life insurance, NSLI trust fund— Statement of income 


| Cumulative 
clersine we totals from 
Cake —_ _— origin October 
— 1940 to end of 
1954 
ee eens eae oe ae | $426, 991, 754 | $6, 507, 355, 766 


These are the premiums waived or received from policyholders for 
insurance and disability income benefits. 
Interest | 159, 168, 942 1, 631, 610, 255 
This is the interest received on investmentsin U.S. Treasury notes, 
on policy loans and on premiums paid in arrears. | 
Reimbursement from the U. 8. Government | 49, 082, 119 4, 579, 395, 257 
This is the contribution of the U. S. Government for death and | 
disability claims due to the extra hazard of military or naval service, 
for gratuitous insurance, and for other obligations. 
Dividends left on credit or deposit _-- atitadeciacsicsaimanddeadaa | 55, 735, 763 151, 062, 859 
These dividends were credited to insureds or were deposited to | 
accumulate at interest. 


| —_——————_$ ———_ — ] ——_ —__——_ 


Total income-...-......- we Me EneeeeeEewen 690, 978, 578 12, 959, 424, 137 
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Participating national service life insurance, NSLI trust fund—Statement of 
disbursements 


| 


Cumulative 
totals from 
origin October 
1940 to end of 
1954 


| Calendar year | 
1954 


Death benefits $391, 404, 716 $8, 380, O88, 471 
These are the actual cash pe ay ments made to beneficiaries. Where | 
benefits are paid in installments, only the installments paid and not 
the full face amount of claims incurred are included. 
Matured endowments ‘ 43, 973 107, 013 
Where the proceeds at maturity are paid in installments, only the | 
actual installments paid are included and not the full face amount. 
Disability benefits __- 9, 145, 536 37, 824, 713 
These disability benefits are premiums waived and monthly in- | 
come payments made. | 
Cash surrenders. - - - 16, 014, 153 , 709, 815 
These are cash surrender values paid on contracts surrendered. 
Dividends to policyholders . diate 200, 235,966 | 3,906, 473, 467 
This’is the amount of dividends paid. } 
Dividend credits and deposits withdrawn 38, 518, O61 | 95, 734, 844 
These are the dividends that were previously credited or left on 
deposit and later withdrawn. 
Interest paid or credited on dividend accumulations _-. 2, 183, 670 , 546, 845 
This is almost entirely the interest added on divi lend credits and 
deposits. 


Total disbursements a 657, ! 546, | 075 | 


Participating national service life insurance, NSLI trust fund—Statement of 
assets of Dec. 31, 1954 


S. Treasury Notes $5, 242, 479, 000 
These are U. S. Treasury notes issued to the NSLI fund. 
Policy loans 05, 512, 739 
These are loans made to policyholders on the security of 
their ianaatec 
Cash_. pune ; — =, aes 8, 947, 230 
This i is the amount maintained asa working cash balance. 
Accrued interest 81, 863, 893 
This is the interest on investments which has been earned 
and has accrued to the end of the year. It is not yet due 
and payable. 
Due from U. 8S. Government 
This is the amount due but not yet collected from the U. S. 
Government on extra-hazard claims and other miscellaneous 
assets. 


Total assets 5, 499, 164, 120 
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Participating national service life insurance, NSLI trust fund—Statement of 
liabilities as of Dee. 31,1954 


Reserve for future installments on matured contracts___________ $3, 147, 308, 644 
This is the amount set aside to provide for the payment of 
future installments to beneficiaries on proceeds payable to 
them in monthly installments. 
I alia i 1, 320, 380, 381 
This amount together with future premiums and reserve 
interest is considered necessary to assure the payment of all 
future policy benefits. It is determined in accordance with 
accepted actuarial principles. 


Premium waiver disability reserves___._........__.___________ 85, 645, 368 
These are the reserves for the premium waver benefits. 

Totel Ginabilitg income reserves. ou 4, 250, 050 
These are the reserves for the disability income benefits. 

Policy claims currentiy outetanding—..... ne 13, 205, 461 


These are claims in process of settlement, and estimated 
claims that have occurred but have not yet been reported. 
Reserve for GivicenGs Gemnee. oss io en ee 245, 205, 194 
This is the amount set aside for the payment of divi- 
dends in 1955 including all dividends due and unpaid. 
Reserve for dividends left on credit or deposit_._._____________ 56, 157, 935 
This is the amount of dividends (with interest) left as a 
eredit or on deposit. 


Reserve for premiums paid beyond Dec. 31_________- sees 83, 110, 160 
This is the present value of premiums paid beyond Decem- 
ber 31. 
Reaeeere Tow Cemreenente. es 8 os ies tin cei eee eis 543, 905, 927 


This amount is an additional safety fund to provide for 
unexpected contingencies which, because of their nature, can- 
not be provided for in the regular reserves. It is common 
practice among all insurance companies to maintain this 
type of reserve. 


eG DEIN eo ar eee meena 5, 499, 164, 120 


Nonparticipating national service life insurance. veterans specia’ term insurance 
fund—Statemert of income and disbursements 


Cumulative 
totals from 
origin, April 





Calendar year 


1954 1951 to end of 
1954 
salen cahaietginiaianinangeainiamnianiinnmin’ Lilia ceiling 
INCOME 
Congressional appropriation --- sac ats I le | $250, 000 
This is an initial advance to the fund. 
Premiums ‘i $5, 815, 355 | 7, 949, 156 
These are the premiums waived or received from policy yholders. oe 
Interest 29, 195 32, 335 
This is the interest received on investments in U. Treasury | 
certificates of indebtedness. 
Total income ‘ aaa ae et eeu 5, 844, 550 | 8, 231, 491 
DISBURSEMENTS | 
Death benefits ‘ 1, 430, 720 | 2, 122, 237 
These are the actual cash payments made to beneficiaries. Where | 
benefits are paid in installments, only the installments paid and not 
the full face amount of claims incurred are included. 
Disability benefits__- PS See cba aaat r ; 2, 391 3, 203 





These are premiums waived. 


Total disbursements.-.-.--.-...----- , 1, 433, 111 | 2, 125, 440 


LT 





or 
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Nonparticipating national-service life insurance veterans’ special term-insurance 


fund—Statement of assets and liabilities as of Dec. 31, 1954 


ASSETS 


These are United States certificates of indebtednes issued to 
this fund. 
Cash_ ee ci eee eh cr en 


This is the amount maintained : asa a working cash balance. 
Accrued interest ee oe 
This is the interest on inv estments whic h has been earned and 
has accrued to the end of the year, it is not yet due and payable. 
Total assets 


LIABILITIES 


Policy reserves 
This is the reserve on the term contracts i in force at the end of 
the year. 
Fremium waver disability reserves___- 
These are the reserves for the premium waiver benefits. 
Reserve for future installments on matured contracts 
This is the amount set aside to provide for the payment of 
future installments to beneficiaries on proceeds payable to them 
in monthly installments. 
Reserve for premiums paid beyond Dec, 31 
This is the value of premiums paid beyond Dec. 31. 
Policy claims currently outstanding 
These are claims in process of settlement, and estimated claims 
that have occurred but have not yet been reported. 
Unassigned funds (surplus) - 
These are funds in excess of reserves specifically required. 
FE | MI isi ccna in ee me ttinen mn ects ‘ 


$5, 725, 000 


381, 051 


40, 301 


3, 352 


, 999 


263 


3, 070, 081 


ore 
352 


6, 146, 


Nonparticipating national-service life insurance service-disabled veterans’ insurances 


fund—Statement of income and disbursements 


Calendar 
year 1954 


INCOME 
Congressional appropriation_ - 
These are advances to the fund. 
PUI i cicndneaoccus 
These are the premiums waived or received from polic y holders. 
Interest ‘ ie 41 
This is the interest on premiums in arrears and on polie y loans. 


IR ec ogi bi aeineee anaes aati 663, 501 


DISBURSEMENTS 
Death benefits ‘ ; 
These are the actual cash “payments made to beneficiaries. Where | 
benefits are paid in installments, only the installments paid and not the 
full face amount of claims incurred are included. 
Disability benefits 
These are premiums w raived. 
Cash surrenders -- 
These are cash surrender values paid on contracts surrendered. 


Total disbursements. - --- --- a a ; 894, 876 


53, 460 


Cumulative 
totals from 
origin April 
1951 to end 
of 1954 


38, 081 


2, 508 


1, 509, 955 











276 


Nonparticipating national-service life insurance service-disabled veterans in- 
surance fund—Statement of assets and liabilities as of Dec. 31, 1945 


ASSETS 
a scents tits cilia enlistees it dena laa aa sera ett tae acta $700, 256 
This is the unexpended cash balance. 
I BI icatcannetmeananinnmenmmrmimenynsenienieneawnsipallh 10, 096 
These are loans made to policyholders on the security of their 
policies. 
TE CU sass dain vind nonstate ahaa Eanes alain as eclliaheo Ns ee ilaapamatamieas be 202 


This is the interest on policy loans which has been earned and 
accrued to the end of the year. It is not yet due and payable. 
Total assets 710, 554 


LIABILITIES 


It is not feasible to prepare a conventional valuation of liabilities under this 
fund for the following reasons: 

1. By Treasury regulation the assets of this fund other than policy loans 
are not invested to earn interest. Since the premiums are calculated on the 
assumption of 214 percent interest, the interest will have to be provided by 
annual appropriation. 

2. This insurance is written on medically substandard lives since the in- 
sured must have a service-connected disability to qualify. The premiums 
are thus quite inadequate, and a conventional reserve valuation with in- 
adequate premiums and no interest would produce results subject to mis- 
interpretation and with little practical value. 

The current experience in this fund indicates a mortality rate of about 4 times 
the rate in the Commissioners 1941 standard ordinary table of mortality, the 
table specified in the law for premium calculations. On the basis of this actual 
experience, the current loss for mortality and premium waiver would be in the 
neighborhood of $10 to $15 per year per $1,000 of insurance in force. 
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Policies in force, by plan number and face amount Nov. 30, 1955 


Number Face amount 





| =e Rees 


United States Government life insurance: 
Total policies in force ites . y 394, 019 $1, 708, 8 
Ordinary life anise edema call 2 129, 813 655, 
20-payment life__.........--.- . - oot 2 165, 082 610, 
30-payment life : See es 24, 154 123, 
20-year endowment._----_- ee a ’ a | 15, 794 39, 
30-year endowment..----- ees d | 9, 878 44, 
Endowment at 62 ces caleaaael 15, 370 | 73, 
5-year term........... ool ; ; : 21, 414 
Extended insurance. .-.........---..-- ee ee 9, 161 | 
PEI OB oo ccncikcceccnsssecss iee'h <ttninst se 3, 353 


National-service life insurance fund: 
Total policies in force.............-.-- ‘ nde | 5,589, 779 


5-year level premium term ( : ; ‘ . ‘ 3, 463, 309 26, 735, 424, 000 
Ordinary life... -_--- , : 402, 867 2, 325, 920, 500 
20-payment life __- ae s : | 963, 533 1 , 526, 500 
30-payment life ‘ , Ss =e 396,701 | 2, . , 000 
20-year endowment___--- dan deta outa a ca tamed Be Sat - 147, 462 , 503, 500 
Endowment at 60 J Sth 38 dann fon Wbddieiaicauaideaa 90, 576 , , 000 
Endowment at 65._..............--- ; a 53, 603 , 557, 000 
Extended insurance ee * ; : 708 243, 818, 648 
Paid-up insurance-.---.---.-- lath acl ialiarnaces sega ade 7 2, 020 2, 351, 061 
Service-disabled veterans’ insurance: 

Total policies in force a ee 3 15, 123 29, 308 





5-year-level premium term__. ee ‘ 5 8, 423 | , 155, 500 
Ordinary life be as a lei ee , 999 , 545, 000 
20-payment life...........--- peed a te! eee ae e sai 313 7, 727, 500 
30-payment life_______- 4 oa leat eee , 636 3, 241, 500 
20-year endowment natn , 251 360, 000 
Endowment at 60......-....-.---.--. a ; Buccal 238 , 787, 000 
I os hc os kota ciao sabe ica | 193 1, 579, 500 
Sr ss  ceeichdosm lig tical giraced ; a 69 509, 673 
Paid-up insurance__-_-- re ar 1 635 
Veterans’ special term insurance: 
Total policies in force, all 5-year level premium term | 445, 977 4, 016, 244, 500 


SUMMARY OF PERSONAL SERVICES AND EMPLOYEE TRAVEL 


Mr. Tuomas. Insert page 44 showing a breakdown of the personnel, 
Mr. Reporter, please. 
(P. 4 referred to above is as follows :) 
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INSURANCE CENTERS 


Mr. Tuomas. You have four insurance offices. The District of 
Columbia is the departmental office and then you have insurance 
centers in Philadelphia, St. Paul, and Denver. What do you handle 
in the District of Columbia as compared to the types of cases you 
handle in the field offices in Denver, St. Paul, and Philadelphia ¢ 

Mr. Garpner. In the District of Columbia we handle all United 
States life insurance. 

Mr. Tuomas. Is that World bia I insurance ? 

Mr. Garpner. World War I; yes, sir. We handle the national 
service life insurance of those paduie paying premiums by allotment 
of service pay and those who have a foreign address, 16 ,000 or 17,000. 

Mr. Tuomas. What is the second category there? People who are 
doing what ? 

Mr. Garpner. Paying premiums by allotment. 

Mr. Tuomas. You mean people already in the service and they 
designate you to withhold it ? 

Mr. Garpner. Either they are in service or they are in a retired or a 
retainer status. 

Mr. Tuomas. And people with a foreign address ? 

Mr. Garpner. Yes, sir. 

Mr. THomas. I can understand this, your being so close to the 
Defense Department. Do they do the paying here, or do they go to 
the Cleveland office to do the paying ? 

Mr. Garpner. One department pays from Cleveland, one pays from 
Denver, and one from St. Louis. 

Mr. Tomas. Why the foreign-address policies here rather than 
going back to the field office ? 

Mr. Garpner. The number of them is very small, 17,000. They don’t 
fall logically into any one place. We simply have always carried 
them here. 

Mr. THomas. They are just over there temporarily, GI’s going to 
school, and so forth ? 

Mr. Garpner. Some of them. We have a lot of Philippine Scouts 
who were entitled to GI insurance. 

Mr. Tuomas. Why do you have all the World War I accounts here 
rather than in the field like the rest of them ? 

Mr. Garpner. Simply because there are a good many differences be- 
tween the United States life insurance and the other. We could gain 
nothing. We should have it in one place. It is too small to distribute 
into three other offices and keep separate units. 

Mr. Tuomas, How many did you say there were ? 

Mr. Garpner. 394,000. 

Mr. THomas. Oh, ves, 400,000. I beg your pardon. You say that 
is too small a number to scatter in three field offices ? 

Mr. Garpner. We feel we still have to keep separate units for the 
maintenance of those accounts. There are so many differences between 
the two systems of insurance. 

Mr. Tuomas. I don’t follow you there. You mean they are not 

capable and cannot do a complete job ? 

Mr. Garpner. No. We feel that the accounts should be maintained 
separately from the national service life insurance accounts. It is an 
entirely different system of insurance. 
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Mr. Tromas. You mean World War I should be kept separate from 
World War IT? 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. If I did not have a policy in World War I and did 
in World War IT, I certainly wouldn’t want to have them mixed up. 
You have to keep them separate. 

Mr. Garpner. I mean as to the people handling the work. 

Mr. Tuomas. As a matter of fact, you have a law prohibiting them 
having a policy in World War I and the same individual in World 
War IT, haven’t you ? 

Mr. Garpner. He could have them in both, but not more than a total 
of $10,000 in both. 

Mr. Tromas. Oh, he could have $1,000 in one and $9,000 in the 
other? 

Mr. Garpner. That is right. 

Mr. Tuomas. But if he had the full amount in one he could not 
have the full amount in the other ? 

Mr. Garpner. That is right. 

Mr. THomas. What is there so intricate about World War I insur- 
ance that the other people could not handle it ? 

Mr. Garpner. I said there were differences in the law and two 
separate funds, and in effect two separate, different insurance com- 
panies in one sense of the word. We felt that the accounts should 
be maintained separately by this administration. 

Mr. Parrerson. It is a different administrative base. They become 
experts on handling the insurance on the policies from the one war 
as distinguished from the other. 

Mr. Troomas. You know that doesn’t ring the bell with you and it 
doesn’t ring the bell with me. If the man is going to take that pre- 
mium he is not going to be concerned with the details of that law. 
All he wants to know is whether this is the right amount of money, 
and charge it to his account and send him a notice. What has that to 
do with it ? 

Mr. Parrerson. So far as the man is concerned, it doesn’t make any 
difference to him, but as far as the administration of it is concerned, 
the matter of separating two different laws and two different functions 
is quite another matter. 

Mr. Tuomas. You got 4 or 5 different laws here. f 

Mr. Parterson. That is correct, but United States Government life 
insurance is administered on the basis of one component group. I pre- 
sume it has been continued on the basis of always having been admin- 
istered as a separate function. 

Mr. Garpner. Yes, sir; it has been here and the people are used to 
dealing here, some of them for 37 to 40 years. : 

Mr. Troms. Maybe. That is the reason I thought you began with. 
That is the same problem we had to overcome 3 or 4 or 5 years ago 1n 
getting these regional offices set up. Under departmental you have 
346 people against 370. And in the District of Columbia, your field 
office here—well, we ought to call it 4 field offices rather than 3 
because your field office here—— 

Mr. Garpner. We do class it as a field office. 

Mr. Tromas. There are four field offices in this setup, as well as the 
departmental office, Philadelphia, Denver, and St. Paul is the fourth. 
You have 690 people here in the Washington field office for 1957 as 
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against 829 for last year. You don’t break down Philadelphia, Denver, 
or St. Paul. You lump them here. | 

Mr. Garpner. They are broken down. 

Mr. Tuomas. What page? They are not on this table here. 

Mr. Garpner. No. I beg your pardon, but they are lumped because 
they are identified as offices hand ing national life insurance. 


EMPLOYMENT IN INSURANCE CENTERS 


Mr. Tuomas. What is the employment in each one of them? Gentle- 
men, I frankly see no valid reason for doing part of the work here and 
part of it scattered around. 

Mr. Garpner. Did you ask for the number of people employed in 
each field office ? 

Mr. Tuomas. We have them for the District of Columbia. What 
about those in Denver, Philadelphia, and St. Paul ? 

Mr. Garpner. As of December 31, we had 1,000 people even in 
Denver ; 2,226 in Philadelphia ; 894 in St. Paul. 

Mr. Tuomas. How many policies or how many pieces of paper or 
how many entries or whatever you want to call them do you handle 
in the District of Columbia as compared with the St. Paul office ¢ 

Mr. Garpner. The St. Paul district office on December 31, 1,045,000 
active accounts. 

Mr. THomas. 1,045,000 policies ? 

Mr. Garpner. Policyholders. In Philadelphia the figure is 
3,123,000 policyholders. Denver has 1,206,000 Lge samp 

Mr. Tuomas. What did you say the District of Columbia was? 

Mr. Garpner. 615,000, approximately, sir. 

Mr. THomas. Policies? 

Mr. Garpner. Policyholders. 

Mr. Tuomas. What is the difference in workload between these 
three offices? You have 615,000 policyholders in the District of Co- 
lumbia ; 1,045,000 in St. Paul ; 3,123,000 in Philadelphia; and 1,206,000 
in Denver. Now, what is the difference in workload here? 

Mr. Garpner. Well, the workload on the individual policy in the 
three district offices is approximately the same. The average account 
and the average number of accounts per employee is roughly the same 
in the three district offices. In Washington the work is somewhat 
more complicated. The United States Government life has somewhat 
more activity on account of its age, particularly in the case of loans 
and loan repayments. The volume of loans of 394,000 United States 
Government life insurance policies is as heavy as the loan activity on 
Philadelphia’s 3,000,000 policyholders. 

Mr. Tuomas. Dollarwise? 

Mr. Garpner. Dollarwise per loan it is much greater. The number 
of loans themselves is very heavy on the United States Government 
life insurance. 

Mr. Tuomas. What is so difficult and hard to understand about that ; 
making a loan on an insurance policy? It is purely a mathematical 
matter. It is like writing a check and letting him pay it back by the 
month or semiannually. What is the difficulty there ? 

Mr. Garpner. We have a great deal more correspondence from the 
people who have the United States Government policies than we do 
from National Service people. 
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Mr. Tuomas. The correspondence is difficult too ¢ 
Mr. Garpner. It is time consuming. Any letter is time consuming. 


EMPLOYMENT IN DISTRICT OF COLUMBIA INSURANCE CENTER 


Mr. Tuomas. How many people do you have writing letters in your 
stenographie pool ? 

Mr. Garpner. I haven’t the breakdown on the number of stenog- 
raphers, but of course, stenographers don’t as a rule write letters. Cor- 
respondence clerks dictate letters to them. 

Mr. Tuomas. How many people do you have over there, call them 
stenographers or what not? 

Mr. Garpner. We had 829 for the year with 700 on duty as of 
December 31. 

Mr. Tuomas. 700? 

Mr. Garpner. 829 is the average employment for this year. We are 
now down to 700, and allowed 690 in the budget for next year. 

Mr. Tuomas. How many letter writers do you have over there ? 

Mr. Garpner. I would have to check and submit that information 
later. 

Mr. THomas. How many do you have writing receipts for payments 
on the loans on the policies? 

Mr. Evins. Mr. Chairman, it is my information that the VA Insur- 
ance Division doesn’t even furnish veterans with receipts for insurance 
payments. 

Mr. Tuomas. How many do you have posting payments? What do 
those 750 people do ? 

Mr. Garpner. I will be glad to submit a breakdown. 

Mr. Tuomas. Does anybody have it 

Mr. Kensry. There are some figures on page 4-14. 

Mr. Garpner. That is only by division. 

Mr. Ketsry. That is right. Wouldn’t the premium accounts people 
handle the premium accounts? 

Mr. Garpner. No, they also handle collections. 

Mr. Tuomas. Can anybody give a breakdown of what these people 
do? 

Mr. Garpner. Page 4-14 has a breakdown by division with a de- 
scription of the function of each. 

Mr. Tuomas. All right. Does that go back to the office of the 
manager, the Insurance Service, the Finance Service, Personnel Serv- 
ice, Supply Service? That is one classification you have over here 
on page 44. Is that right, five in the office of the manager? 

Mr. Garpner. That is correct. 

Mr. Tuomas. 587 in Insurance Service. 

Mr. Garpner. That is the direct insurance activity. 

Mr. Tuomas. Finance Service is 80; Personnel Service is 11; Sup- 
ply Service is 7. Is that your breakdown? What does this Insur- 
ance Service do? Ts that the ones posting the premiums? 

Mr. GAarpner. That is the direct insurance activities which are again 
broken down on page 4-14. 

Mr. Tuomas. Mr. Administrator, please sir, next year get this in 
shape where ordinary people can understand it. As it was that crowd 
couldn’t understand it. 
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Mr. Hietry. Have you looked at 4-14? 

Mr. Tuomas. Yes. 

Mr. Hietey. That breaks it down to the different parts of the work, 
and on the next page there is Finance, Personnel, and Supply. 

Mr. Tuomas. I hope next year it is all in the field where it belongs. 

Hr. Hictey. You think it could be dovetailed in such a way that 
we could save money ? 

Mr. Tuomas. I think by putting it in the field and letting it com- 
mingle—there is nothing so difficult about it that one man couldn't 
handle several different systems. This whole business of saying that 
you have to have 3 people handling it for 35 years is so much eyewash. 

Mr. Hiairy. We have only two sets of insurance people. World 
War I insurance was always kept separate because it was under dif- 
ferent laws. We will make a study to see what can be accomplished, 
if they are dovetailed. You don’t necessarily mean it has to be 
divided among three offices. Do you mean by putting it all in Phila- 
delphia ¢ 

Mr. Tromas. I expect you could save a little money by putting it 
in one office. 

Mr. Evins. Whatever the Veterans’ Administration does I think it 
ought to be firm in its position. One time veterans were advised to 

send their premium payments to Washington and veterans sent them 
here and then veterans were instructed to send it to the field and 
another time were advised to send payments to Philadelphia, and 
another time you sent to Atlanta. It ought to be in Atlanta, Philadel- 
phia, Washington, or Richmond, or at one place on a permanent basis, 
and if everybody knows about it there can be no puzzle about where 
insurance matters of the VA are to be handled. 

Mr. Hietry. You mean World War I? 

Mr. Evins. I mean the whole insurance program. 

Mr. Tromas. For a while you had to go back to your district office 
and then the district office said it would have to go to Washington and 
they told you to write there and when you would write to Washing- 
ton, it would be in the district office. 

Mr. Botan. For World War I insurance matters, it has always been 
in Washington. This was the office to write to; this was the only 
office that accepted premiums. 

Mr. Garpner. That is correct. 

Mr. Hiciry. We have eliminated some of what you are talking 
about. 

Mr. Garpner. Yes. 

Mr. Pnriturps. I want to ask you why you figure a payment on 
insurance down to the second decimal point. I have a little loan on 
my insurance that I took out some years back in connection with illness 
in the family and I sent you a check for $400 and you figured it down 
so that instead of having the balance in round numbers it comes down 
to something like $399.88, And then the next time you have to figure 
interest, you figure it out on that figure. I would like to keep it in 
round numbers but I never can do it. It must take you a couple of 
extra people to do all that figuring. 

Mr. Garpner. I doubt whether that would conform to the law or 
regulations. 

Mr. Puiturps. You give mea month to pay. Why don’t you charge 
me interest on the basis of that month ? 
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Mr. Garpner. I think it is simpler to calculate the interest each time 
~— is a payment and then you would have to accumulate it. at the 
end. 


DEPARTMENTAL INSURANCE ACTIVITIES 


Mr. Tuomas. What about the departmental activities? Don’t you 
have about 50 percent too many people in here? You jump down from 
436 in 1955 to 346 in 1957. You are administering the same law year 
after year. Why do you need all these people? The Chief Actuary 
has 147; the Controller for Insurance has 56; the Director for Insur- 
ance Claims Service has 10; the Deputy Chief Insurance Director has 
5; the Assistant for Systems and Evaluation has 43. Do you change 
them every year ? ; 

Mr. Garpner. No. 

Mr. Tuomas. Why do you need 43 to plow the same ground every 
year—at a cost of $38,300 for the Deputy Chief Insurance Director, 
and then 60 people for the Assistant for Administration at a cost of 
$297,700. 

Mr. Garpner. There is a lot of miscellaneous activity in the admin- 
istrative group. 

Mr. Tuomas. Director of Insurance Accounts Service, 9; Director 
of Underwriting Service, 9; Director of Insurance Claims Service, 10. 
Can’t you cut out half of that ? 

Mr. Garpner. No, sir, and run the Department properly. 


OFFICE OF CHIEF INSURANCE DIRECTOR 


Mr. Tuomas. What does the Insurance Director do? 

Mr. Garpner. The Office of the Chief Insurance Director includes 
the Office of the Insurance Counsel. The Chief Insurance Director 
formerly had an administrative assistant and a secretary. The admin- 
istrative assistant’s job is vacant. Four of those six people are the 
insurance counsel, his assistant, and two secretaries. 

Mr. Tuomas. What do they do? You have this same setup in the 
field ; haven’t you ? 

Mr. Garpner. He is responsible for running the Insurance Depart- 
ment. 

Mr. Tuomas. What does his Deputy Chief do? He has 5 people. 

Mr. Garpner. He is the No. 2 man in the Department and assists 
in the management of the Department at all times and is responsible 
for management in the absence of the Chief Insurance Director. 


ASSISTANT FOR SYSTEMS AND EVALUATION 


Mr. Tuomas. That is informative; isn’t it? What about the Assist- 
ant for Systems and Evaluation ? 

Mr. Garpner. That is the office that is responsible in a large part 
for the savings that we have made, including mechanization, which is 
handled from that office. 

Mr. Tuomas. Have you the green sheets on that group ? 

Mr. Baker. The green sheets are consolidated for the entire appro- 
priation. They have been printed as an appendix to the budget. — 

Mr. Tuomas. You don’t distribute them according to divisions. 
Does anybody have any green sheets on this Assistant for Systems 
and Evaluation where you have 43 people ¢ 








285 


Mr. Baker. We could furnish it. 
Mr. THomas. Does anybody have it now? What about the Assist- 
ant for Administration ? 


ASSISTANT FOR ADMINISTRATION 


Mr. Garpner. That office handles a variety of miscellaneous and 
administrative matters, work measurement, personnel group, supply 
group, publications group, incentive award program, and they have a 
typing and a messenger pool in that 60. 

Mr. Tuomas. Is this the housekeeping group ? 

Mr. Garpnrr. It is more than that. Records management is an im- 
portant activity. We are trying to eliminate as fast as possible unnec- 
essary Government records. ‘That group is mainly concerned with 
that. Seven of those 60 people are engaged in that; 8 of them are on 
the work measurement. 

Mr. 'THomas. Is this the crowd that closed up the place in Dayton 
that got the use of that $4 per square foot space ? 

Mr. Garpner. That was the Assistant Administrator for Adminis- 
tration. 

Mr. Tuomas. What do they do now ¢ 


DISPOSAL OF INSURANCE RECORDS 


Mr. Garpner. The management groups study the different types 
of records that have been created in our day-to-day operations to de- 
termine which of them can be destroyed after they have outlived their 
usefulness, and we have destroyed a great many of the records. 


Mr. Tuomas. How many cubic feet or square feet of records are 
there in the Veterans’ Administration? Where are they located and 
how much rent is being paid on them? Let us see if this crowd earned 
their salary. 

Mr. Garpner. Expressed in terms of cubic feet, the Department has 
196,627 cubic feet of operating records. 

Mr. Tuomas. Insurance now? 

Mr. Garpner. This is the Department of Insurance. 

Mr. Tuomas. That means active; is that right ? 

Mr. Garpner. Yes, sir; that is all the records we need in our insur- 
ance operations. 

Mr. THomas. How many more do you have besides that ? 

Mr. Garpner. Housekeeping records. 

Mr. Tuomas. You mean every record you have in the insurance end 
is what you need and operate with on some type of basis? You have 
given me housekeeping, which is not exactly insurance records. 

Mr. Garpner. Housekeeping for the Department. 

Mr. Tuomas. What is it? 

Mr. Garpner. A total of 2,544 feet, of which 1,375 feet is already 
scheduled for disposal. 

Mr. Tuomas. How many cubic feet of this 196,000 is scheduled for 
disposal and how many will you dispose of ? 

Mr. Garpner. There are only 3,253 scheduled for disposal at this 
time. 

Mr. Tuomas. Out of the 196,000? 

Mr. Garpner. That is correct. 
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Mr. THomas. Have you heretofore disposed of any of your insur- 
ance records ? 

Mr. Garpner. We have disposed of an enormous volume of operat- 
ing records, such as the posting media which is one of the very largest 
volumes of records. 

Mr. Tuomas. How many cubic feet are they ? 

Mr. Garpner. I haven’t the record of cubic feet that have been 
disposed of. We have a retention period established for many types 
of records. 

Mr. THomas. Is that 8 years? 

Mr. Garpner. We have been disposing of posting media for 37 years. 

Mr. Tuomas. Can the gentleman back there come up with some esti- 
mate? He was helpful a moment ago. 

Mr. Horner. I cannot break that down by the Department of Insur- 
ance. I have it for the Veterans’ Administration as a whole, 

Mr. Tuomas. Do you care to give us a horseback estimate there? 
How many cubic feet have you turned over and do you have any figure 
on the number of insurance records? 

Mr. Horner. In 1955 it was 221,097 cubic feet. 

Mr. Tuomas. That is general records of the Veterans’ Adminis- 
tration ? 

Mr. Horner. That includes all types of records. 

Mr. Tuomas. To the General Services Administration ? 

Mr. Hoener. Yes, sir. 

Mr. THomas. What part of that is insurance, of that 221,000? 

Mr. Hoener. I cannot break that down, sir. 

Mr. Garpner. We are in the process of turning over to the General 
Services Administration all the national service life-insurance folders 
under the “N” number. That is the folder of the people who did not 
convert or renew their policies and receive a “V” number. 

Mr. Toomas. Whereabouts are those records located now ? 

Mr. Garpner. The Denver records are already in the General Serv- 
ices center at Denver and the St. Paul records are going to the General 
Services Administration center in Denver. The Philadelphia records 
will be in another floor of the same building as the district office in 
Philadelphia, and the Washington records are going over to Franconia, 
Va. Since fiscal year 1954 we have transferred 26,682 cubic feet of 
records to GSA and have destroyed 15,600 cubic feet; 56,656 cubic 
feet will go to GSA records center in February 1956. 

Mr. Tuomas. What do those other people do in that office besides 
evaluate the records and try to get rid of some of them? 

Mr. Garpner. The work measurements staff and the publications 
control staff, incentives award group, ete. 

Mr. Tuomas. When they lay down that workload they don’t change 
that every day or once a month, do they? What do the supervisors 
have to do with it ? 

Mr. Garpner. I did not catch that. 

Mr. Tuomas. You said you had a certain number dealing with work 
standards. I have forgotten the number of people doing that. How 
many are work standards people ? 

Mr. Garpner. We have on work measurements and allied reports 8 
people, and that group has been extremely valuable in the past 9 vears 
in making the reduction in personnel that you have observed. These 
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people are constantly testing and retesting. As we install new systems 
it is necessary to evaluate the number of people required to do the 
work. It is possibly our busiest office or one of our busiest offices. I 
think we will have to add 1 or 2 people to it to keep abreast of the work. 

Mr. Tomas. In the system ? 

Mr. Garpner. In the Systems office the work is entirely different. 

Mr. Tuomas. Is it the housekeeping activity that keeps them so 
busy? Why the increase here / 

Mr. Garpner. We have eight of those. The two increase is provided 
for in work measurements staff. They are not on duty yet. 

Mr. Tuomas. What about the systems and evaluation? Aren’t they 
doing about the same type of work ¢ 

Mr. Garpner. Oh,no. Systems evaluation are the people who study 
our methods to determine how they can be improved, either by mech- 
anization or otherwise. 

CHIEF ACTUARY 


Mr. Tuomas. What about your chief actuary with 147 people? Let 
us see, which page is that on? I looked that over last night and it 
looked like it was a little topheavy. 

Mr. Keisry. Page 4-10. 

Mr. Garpner. Mr. Poissant can explain that. 

Mr. Potssanr. Do you want to know what we do? 

Mr. Tuomas. The chief actuary conducts mortality and disability 
studies and analyses of experience, establishes and calculates policy 
rates and values, and so forth. This dying and disability business is 
not a recurring thing every day. You say mortality and disability 
studies. 

Mr. Poissanr. Every year we compare our so-called expected mor- 
tality against the actual mortality to see how they compare. And we 
determine from those studies whether we can pay such and such a 
dividend. 

Mr. Tuomas. Analyses of experience, establishes and calculates 
policy rates and values. What do those figures and rates depend upon 4 

Mr. Potssant. They appear in the rate book. 

Mr. Tuomas. They don’t change overnight, do they ? 

Mr. Potssant. Oh,no. We put out a manual only once, but you have 
to make analyses almost continuously. 

Mr. Tuomas. When you do that for 6 months, won’t that last you 
for a couple of years? 

Mr. Porssant. The bulk of our work is setting up and maintaining 
IBM files. These comprise about 20 million cards. We have to sort, 
analyze, and extract information from these files, from which we 
make decisions as to the proper management of these funds. 

Mr. Tuomas. What do those 147 people do over there / 

Mr. Potssant. Out of the 147, we have about a half a dozen so-called 
professional actuaries and the rest of them are all clerical help, people 
who run tabulating machines, people who punch cards, and people 
who keep the records straight. 

Mr. Evins. As you know, they operate the biggest insurance office 
in the world, and my complaint is that they ought to be consolidated 
in one place and give more and better service. I think the VA ought 
to have an adequate staff to serve the veterans of this Nation. 
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Mr. Tuomas. I think you are exactly right on that. I don’t think 
there is anybody complaining on that basis. 

Mr. Evins. There could be some improvement in the use of their 
personnel there. 

Mr. Tuomas. There are 5 professional actuaries out of 147 people. 

Mr. Porssant. Yes, sir. 

Mr. Tuomas. What do the other 142 do? 

Mr. Porssant. General clerical work. <A lot of them are IBM opera- 
tors, card punch operators, et cetera. 

Mr. THomas. What does the Office of the Chief Insurance Director 
do here? 

Mr. Garpner. The Chief Insurance Director is responsible to the 
Administrator of Veterans’ Affairs for the conduct of the Department 
of Insurance, management of the Department of Insurance. 

Mr. THomas. What does the Controller do here? You have it ex- 
plained here and I have this big question mark. You say that the 
Controller formulates and recommends to the Chief Insurance Di- 
rector policies and plans of departmentwide application, within the 
limitation of VA-wide policies and plans pertaining to (1) the prep- 
aration of statements and other accounting reports relating to appro- 
priated, trust, and revolving funds; (2) maintenance of trust funds 
and revolving fund accounts; (3) maintenance of employee and payee 
accounts and related activities; (4) maintaining of accounting con- 
trols over the distribution and use of appropriated funds; and (5) 
audit of accounting records; and (6) review and consolidation of 
quarterly and annual budget estimates for the Department of Insur- 
ance. Then the Chief Actuary, members of his staff, and six insur- 
ance experts appointed from the larger insurance companies through- 
out the country, attend actuarial conferences that will require—and so 
forth. The Chief Actuary and members of his staff—what do you 
mean by members of his staff ? 

Mr. Porssant. The five professional actuaries. 

Mr. Tuomas. And the 142 engaged in clerical work; what is the 
nature of their clerical work ? 

Mr. Potssant. They maintain IBM files along with the clerical 
work. 

Mr. Tuomas. IBM files? 

Mr. Potssanr. Yes, sir. 

Mr. Tuomas. What information is contained in the files ? 

Mr. Porssanr. All the information we need to prepare the financial 
statements to determine whether the assets exceed the reserve, how 
much surplus we have, what the various technical studies are that we 
have to make to properly manage these funds to see that they are 
solvent, and don’t go broke. 

Mr. Tuomas. How much did you disburse last year in the way of 
dividends? 

Mr. Porssant. We paid out about $24 million in World War I funds 
and about $180 million in the World War II fund. 

Mr. Tuomas. Does your crowd keep track of how much money you 
took in, or was that the Controller’s job ? 

Mr. Porssant. He is the bookkeeper and keeps the financial state- 
ments and we keep the reserve liabilities. Powe 

Mr. Tuomas. If the bookkeeper and you put out $24 million in the 
fund in World War I funds last year and you took in so much money, 
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why is it going to be so difficult to figure out how much you will have 
to pay out in World War II funds, when the Controller figures that 
out for you ? 

Mr. Porssant. No; he doesn’t figure that out. We get the assets 
and the income and the disbursement items, from the Controller’s 
office and we set up the reserves, the amount of money we need to 
mature all our policy obligations, and we compare the reserve against 
the assets, to determine the surplus. The big job is to allocate equitably 
the surplus to individual policyholders. We don’t divide it pro rata, 
but have to find it on the ale on which they contribute, all of which 
requires a lot of analytical studies and a lot of record keeping if we 
are to do an equitable job. 

Mr. Tuomas. You certainly couldn’t do it any other way because a 
man who carries a $5,000 policy in World War I or World War II 
certainly has a right, and is entitled to more than the man who carries 
only $1,000. 

Mr. Potssant. Yes, sir; A man who is age 20 gets a different amount 
than the fellow who is age 35; the term policyholders are segregated 
from holders of other plans, et cetera. 

Mr. Tuomas. Does the Controller figure that out ? 

Mr. Poissant. No, sir; we do that. 

Mr. Tuomas. What service does he render to you? 

Mr. Potssanr. He furnishes the amount of money taken in and 
subdivides it into the various classifications of income; also the dis- 
bursements are divided as to whether they are death claims, disability 
et cetera. Then he tells us how much money we have in the trust fund, 
the so-called assets. With those three sets of figures we prepare the re- 
serve liability and from that determine the surplus and the dividends. 

Mr. Tuomas. You don’t have to do that each year, ab initio. About 
nine-tenths of it is from the preceding year. 

Mr. Potssant. No, sir; that fluctuates year by year. 

Mr. Tuomas. You have to make sure you have the money to dis- 
burse and the Controller tells you how much there is and then you 
figure how many people there are who are aged 50 who had, say, 
$5,000 of insurance, aaa how long they have had it. 

Mr. Potssant. The big job is to determine how much to hold out, 
for future obligations, what the rate of mortality and disability will 
be in the future. You can disburse only a certain portion of the 
money you have on hand. You have to set up your liabilities. 

Mr. Tomas. Right offhand this would save us a lot of requests of 
you by looking over your tables. It is pretty accurate. 

Mr. Potssant. We have to watch it every year. The mortality on 
annuitants for example in the past 5 years has improved 10 percent, 
approximately. 

Mr. Tuomas. For the record, I think you have done a fine job and 
I think you have too many people and if you have, the Lord will 
forgive you. 

Gentlemen, will you all come back tomorrow morning at 10 o’clock ? 
Thank you very much. 








Turspay, JANUARY 24, 1956. 


DEPARTMENT OF VETERANS BENEFITS ADMINISTRATIVE EXPENSES 


Mr. Tnomas. Gentlemen, will the committee please come to order? 
Let us consider this morning veterans’ benefits. 

I wonder, for the record, Mr. Reporter, will you insert the nar- 
rative on 5-2 and 5-3. 

(The matter referred to follows :) 


DEPARTMENT OF VETERANS’ BENEFITS, $125,304,000 


The Department of Veterans’ Benefits is responsible for providing all of of the 
direct benefits, except medical and insurance, to eligible veterans as authorized 
by law. 

This estimate provides for general administration of the Department of 
Veterans’ Benefits. 

The request of $125,304,000 for fiscal year 1957 is $2,497,000 less than the 
amount required for fiscal year 1956. 

The funds requested in this budget are to provide for : 

(1) The adjudication of veterans’ and dependents’ claims for compensa- 
tion, pension, and guardianship and fiduciary service to helpless or incom- 
petent veterans and minor dependents. 

(2) The administrative operations in connection with the rehabilitation 
of disabled veterans in training under Public Law 16, 78th Congress, as 
amended, and in connection with the education and training of veterans pur- 
suing courses under the provisions of Public Law 346, 78th Congress, as 
amended, and Public Law 550, 82d Congress, as amended. 

(3) The administrative operations in connection with the loan-guaranty 
activities. The Veterans’ Administration may guarantee or insure home, 
farm, and business loans made by private lending institutions to veterans 
of World War II and to veterans with service since the start of the Korean 
eonflict. Direct loans may be made until June 30, 1957, to eligible veterans 
for the purchase or construction of homes in areas where guaranteed or 
insured loans are not available from private lending sources. 

(4) The administrative operations in connection with the contact activ- 
ities. This activity provides information and assistance in regard to the 
preparation, development, submission, and presentation of claims for bene- 
fits under laws administered by the Veterans’ Administration. As the point 
of direct contact with veterans, contact personnel are able to provide uni- 
form information relative to programs, policies, and procedures concerning 
veterans’ benefit participation, thus assuring coordinated consideration and 
action regarding claims for benefits. 

(5) The auxiliary programs such as the manager’s office, finance, adminis- 
trative, personnel, supplv, and nonpersonal service expenses. 

The following table sets forth total average personnel requirements and the 
distribution by organizational element for the past year with estimated require- 
ments for the current year and budget year: 


The Department of Veterans Benefits is responsible for providing 
all of the direct benefits except medical and insurance, to eligible 
veterans as authorized by law. 

The request of $125.304.000 for fiscal year 1957 is $2,497,000 less 
than the amount required for fiscal year 1956. 

What was that amount for 1955? For 1955 it was $123,744,481. 


SUMMARY OF DEPARTMENTAL PROGRAM 


T think it might be well to read some of the narrative on 5-2 and 
5-3. The funds requested in this budget are to provide, among other 
things, for (1) the adjudication of veterans’ and dependents’ claims 
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for compensation, pension, and guardianship and fiduciary service to 
helpless or incompetent veterans and minor dependents. 

(2) The administrative operations in connection with the rehabili- 
tation of disabled veterans in training under Public Law 16, 78th 
Congress, as amended, and in connection with the education and train- 

ing of veterans pursuing courses under the provisions of Public Law 
346, 78th Congress, as amended, and Public Law 550, 82d Congress, 
as amended. 

(3) The administrative operations in connection with the loan 
guaranty activities. The Veterans’ Administration may guarantee or 
insure home, farm, and business loans made by private lending institu- 
tions to veterans of World War II and to veterans with service since 
the start of the Korean conflict. Direct loans may be made until June 
30, 1957, to eligible veterans for the purchase or construction of homes 
in areas where guaranteed or insured loans are not available from 
private lending sources. 

(4) The administrative operations in connection with the contact 
activities. This activity provides information and assistance in regard 
to the preparation, development, submission, and presentation of 
claims for benefits under laws administered by the Veterans’ Adminis- 
tration. As the point of direct contact with veterans, contact personnel 
are able to provide uniform information relative to programs, policies, 
and procedures concerning veterans’ benefit participation, thus assur- 
ing coordinated consideration and action regarding claims for benefits. 

“At this point, Mr. Report er, will you insert the tables on pages 
5-3, 5-4, 5-5, 5-6, and 5-7. Those tables give us the program by 
activity, "by object, and summary of personnel requirements. 

(The tables lecwed to are as follows:) 


Distribution of personnel requirements 





Estimated, Estimated, 
fiscal year fiscal vear 
1956 1957 


Departmental SOb dish date ta Gti dddp dain cde 622 600 


Field: 
Employees located at regional offices-. - .- 23, 76 23, 075 22, 735 
Employees located at district offices and paid by DVB. 5 +195 +194 
Employees located at hospitals and paid by DVB as 283 | +292 +324 
Employees paid from outpatient care appropriation ___- , 42 —1, 429 —1, 386 
Employees paid from inpatient care appropriation ---- --- 3! —358 —351 
Employees paid by Department of Insurance : — 321 ~321 


Actual, fiseal 


Activity year 1955 


Total, field employees paid by DVB | 22, 14 21, 454 21, 195 


Total, departmental and field employees by DVB : 2 § 7. 22, 076 21, 795 
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DEPARTMENT OF VETERANS’ BENEFITS 


Comparative summary of obligations by activity 








Activity 


Departmental: Program planning and direction - 
Field: 
Executive administration __.............-- 
Operating services: 
CII 6 2 cneen netic nsanncdmeshaaan 
RNG blab ka ttt. bob th akecevabicee 
Compensation and pension____- S 
Vocational rehabilitation and education _| 
ee ee RE ROS a Tree | 


Subtotal, operating services ___._____- 


Office services: 
Finance 
Administrative 
Personnel 
EE TS LEE E, GR RE 
Miscellaneous operating expenses 


Subtotal, office services_____- 


Subtotal, field__..__- 


Total obligations 















































| Actual, Estimated, | Estimated, eee (+) 
fiscal year fiscal year fiscal year ohen 7 

1955 1956 1957 te Sales 

as Glcceentivcinsiatthesbideidtted i . 

$4,611,559 | $5,174,365 | $4,501,260}  —$673,096 

| 1,909,220]  2,022,978| 2,015,472 —7, 506 

8,652,219 | 9,230,940 9, 243, 121 +12, 181 

9,495,187 | 9,590,435 | 9, 234, 835 —355, 600 

22, 108, 930 | 22 286,000 | 21, 616, 000 —670, 000 

28, 422,523 | 29,126,931 | 28, 718, 980 —407, 951 

14, 926,879 | 17,077,906 | 17, 217, 242 +139, 336 

| 83, 602, 738 | 87, 312, 212 86, 030, 178 | —1, 282,034 

11, 872,943 | 10,947,855 | 10, 818, 000 —129, 855 

13, 357,180 | 13,637,100 | 13, 336,000 —301, 100 

939, 192 979, 190 968, 000 —11, 190 

1,979,649 | 1,911,300] 2,046, 585 +135, 285 

5, 471, 991 5,816,000 | 5, 588, 496 —227) 504 

..| 83, 620,955 | 33,201,445 | 32, 757, 081 — 534, 364 

--|_119, 132, 922 | 122, 626, 635 120, 802, 731. =, 823, 904 

123, 744, 481 | 127,801,000 | 125, 304,000 | —2, 497, 000 





Comparative summary of obligations by object 








Increase (+) 





















































Actual, Estimated, Estimated, or de- 
Activity fiscal year fiscal year fiscal year crease (—) 
1955 1956 1957 1957 over 1956 
Average employment: 
RI ih a ae 677 622 600 —22 
RS oe bt e ated ak oe te 22, 129 21, 454 21, 195 — 259 
NI Nac RN i 22, 806 22, 076 21, 795 —281 
Obligations: i 
01 Personal services: 
Depertmentes. a Sa bod 7 $4, 237, 767 $4, 205, 556 $4, 091, 269 —$114, 287 
re ee amen cccatae ce 101, 551,679 | 103,739,937 | 102,031, 135 —1, 708, 802 
i Na 105, 789, 446 107, 945, 493 106, 122, 404 —1, 823, 089 
02 Travel: ctf 
Employee 
Departmental................-- 218, 138 276, 309 275, 000 —1, 309 
ee te 2, 128, 027 2, 348, 488 2, 463, 160 +114, 672 
ee od 2, 346, 165 | 2, 624, 797 2, 738, 160 +113, 363 
Beneficiary: 
EAs ssa ect shenaencksnees 393, 470 335, 150 282, 000 —53, 150 
eer eee 393, 150 335, 150 282, 000 —53, 150 
03 Transportation of things: 
III os oo, Seen a sien 16, 609 16, 500 16, 000 —500 
aa ears 130, 181 180, 021 120, 192 — 59, 829 
I cence 5S aida inane ioc 146, 790 196, 521 136, 192 —60, 329 
04 Communication services: 
eS : 28, 239 28, 500 28, 000 —500 
NE aah ee eee ae 1, 756, 084 1, 794, 640 1, 807, 000 +12, 360 
BN esi ii atl aida ahd | 1, 784, 323 1, 823, 140 1, 835, 000 +11, 860 











Comparative summary of obligations by object—Continued 


Activity 


Obligations—Continued 
05 Rents and utility services: 
Departmental. ._-_. 
Field 


Total __. 


Printing and reproduction: 
Departmental J 


Total 


Othercontractual services: 
Departmental - 
Field 


‘Tetel...: 


Supplies and materials: 
Departmental 
Field 


Total... 


09} Equipment: 
Departmental 
Field 
Total 
11 


Grants, subsidies, and contributions: 
Field___- sbdsbaedtaba<e 


eS SS sl eseukas 


13 Refunds, awards, and indemnities: 
Departmental ‘ 
Field , 


Total 


15 Taxes and assessments: 
Departmental 


Total, departmental 
Total, field 


Total, obligations 
The following table shows a 
included in the above figures. 
Personal services: 
Uniform allowance..........--. eaaaiemelsl 
Departmental 
Field 


Other contractual services: 
Group insurance 
Departmental 


Bond premium payments 
Departmental 


3-year | 
comparison of fringe benefits which are | 
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Estimated, | 
fiscal year 
i956 


Actual, 
fiscal year 
1955 


Estimated, 
fiscal year 
1957 


$500 
1, 154, 464 


$500 
1, 140, 111 


| 1,162, 814 , 140, 611 1, 154, 


1, 162, 048 


550, 000 


550, 000 


58, 000 


, 742, 905 


73, 272 
7, 687, 717 


7, 760, 989 8, 800, 905 


25, 260 
1, 207, 124 


24, 000 
, 202, 050 


1, 232, 384 . 226, 050 


, 430 7, 000 
292 


540, 421 


5% 


531, 152 | 


547, 421 


2, 457, 552 | 500, 000 | 


2, 457, 552 , 500, 000 


| 
5,000 | 
61, 199 | 


66, 199 


1, 323 | 
31, 716 
33, 039 | 


| 
3, 000 000 
41,713 
106, 357 | 44, 713 | 


2, 755 | 
103, 602 | 


3, 
35, 


38, 


597 


4, 611, 559 | 5, 174, 365 
119, 132,922 | 122, 626, 635 | 


4, 501, 
120; 802" 








7, 400 | 
250, 000 | 


257, 400 | 





964 


597 


123, 744, 481 | 127,801,000 | 125, 304,000 | 


250, 000 | 


Inc 


cr 
195 


‘rease (+-) 
or de- 
PaSe ( } 
7 over 1956 


+ $14, 353 


269 | 
731 | 


+14, 353 


— 550, 000 


550, 000 


~99, 339 

99, 339 
—1, 000 
— 16, 433 
— 17, 433 
500 
—10, 421 


~10, 921 


+50, 000 


+50, 000 


—5, 000 
—6l, 199 


—6, 116 
—673, 096 
—1, 823, 904 


—2, 497, 000 
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PERSONAL SERVICES 


Mr. Tuomas. This activity for employees is quite interesting. In 
the Department here you have 600 employees set out for 1957 against 
622 for 1956, compared with 677 for 1955. It shows a decrease of 
approximately 77 in those 3 years. In locating the regional offices you 
have 22,735 against 23,075. Total employment for 1957 is 21,795 
against 22,076. About 275 employees less for fiscal 1957. What is the 
total salary increase for this Department ? 

Mr. Monk. About $714 million. 

Mr. Tuomas. That will be part of the $45 million deficiency ¢ 

Mr. Monk. That is correct, sir. 


OTHER OBJECTS OF EXPENSE 


Mr. Tomas. What about your other objects? You have a total 
salary cost of $106,122,404 which is a decrease of $1,823,089 below last 
year. What is the total cost of the other objects? 

Mr. Monk. About $19 million. 

Mr. Tuomas. The difference between $125,304,000 and $106,122,000. 
We briefly looked at this yesterday. “Other objects” cost about 18 
percent. 

Mr. Monk. Mr. Chairman, in connection with that “Other objects,” 
I would like to point out that of that total of approximately $19 mil- 
lion, $10,500,000 is for the V. R. and E. cost, the reporting allowance 
and the handling charge of the institutions is $714 million. The grants 
to States is $214 million. 

Mr. Tuomas. Where are those items set out ? 

Mr. Monk. 07. 

Mr. Tuomas. That sets out $8.7 million. 

Mr. Monk. And object class 11. 

Mr. Tromas. Of the total of $19 million let us take a look at those 
right quick. Whatabout 07? That is under Public Laws 346 and 16? 

Mr. Monk. 550. The bulk of it is under Public Law 550. 

Mr. Tuomas. The Korean war veterans? 

Mr. Monk. The dollar we pay to the schools for certifying the 
enrollment of veterans under the Korean war. 


NUMBER OF VETERANS IN TRAINING 


Mr. THomas. How many do we have now ? 

Mr. Monk. At the present time we have 706,000 in training. 

Mr. Tuomas. What do we anticipate in fiscal 1957 ? 

Mr. Monk. This budget for fiscal 1957 anticipates average load 
of 540,000. 

Mr. Tuomas. A decrease of about 200,000 ? 

Mr. Monk. Over the present enrollment, but the budget figure of 
540,000 is an average annual figure. The budget as it is presented 
here plus the supplemental will call for an average training load of 
545,000 for 1956 and 540,000 for 1957. 











VOCATIONAL REHABILITATION AND EDUCATION PROGRAM 


Mr. Tuomas. Let’s take a look at it since we brought it up. Let's 
turn to page 5-45. We will go through that program briefly. It 
starts on page 5-45, is that correct? 

Mr. Monk. That’s correct. 

Mr. Tuomas. At this point in the record insert pages 5-45, 5-46, 
and 547. That tells the total amount required for vocational rehabil- 
itation and education; it is $28,718,000 for the fiscal year 1957. For 
1955 it was $28,422,523. For 1956 it was $29,126,931. For 1957 it is 
$28,718,890 which is a decrease of $407,951. Is that correct ? 


DEPARTMENT OF VETERANS BENEFITS, FIELD—VOCATIONAL REHABILITATION 
AND EpucATION—AMOUNT REQUIRED, $28,718,980 


Summary of requirements 





| -} | 
| Be Increase 
Actual Estimated | Estimated (+) de- 
| fiscal year | fiscal year | fiscal year | crease ( 
| 1955 1956 1956 1957 over 
1956 


Average employment..___..-.-_.--. ; Its eensact 3, 522 3, 342 | 3, 273 | —69 





Obligations: 
01 Personal services |$17, 874, 622 $17, 346, 690 —$433, 085 
02 Travel: 
846, 130 93, 952, 350 +58, 404 
I a ot i tienda detila ato 393, 470 282, 000 — 53, 150 
Other contractual services, total_------ 6,850,749 | 7,618,060 | 7, 587, 940 —30, 120 





“a 7 469, 690 245, 600 124,000 | +121, 600 
Coanetung 668................. 1,570,410 | 1,331,180 | 1, 102, £00 —228, 680 
Education and training, reporting allow- | 

ce enn NG GNEM nbn bdkedeh caduenetaed 4,810,649 | 6,041, 280 


6, 361, 440 —320, 160 





Grants, subsidies, and contributions 2, 457, 552 2, 500,000 | 2, £50, 000 +50, 000 








Total obligations 28, 422, 523 | 29, 126, 931 28, 718, 980 | —407, 951 
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Summary of major workloads 






























































| Estimated, | Estimated, 
Actual, foe fiscal year fiscal year 
year 19 1956 1987 
A. Average veterans in training: 
Public Law 16: 
Schools of higher learning................-........- 2, 416 1, 400 250 
Schools below college level...........-..----------- 3, 878 3, 700 1, 400 
NE ts oii nani eeeemnienmdaee nes 2, 610 1, 100 150 
POU 5 Un Sean dhe don ctindcdsksutsodsdetance 2, 353 1, 200 200 
Avetegn, PUDHO IAW 08.05 -1 oso 6c cnc. coc ctke es 11, 257 7, 400 2, 000 
Public Law 894: 
ones OF Maer Arh... < occ cscncessccnccsncs 5, 098 7, 000 7, 600 
Schools below college level_........-.----.-----.--- 4, 192 5, 800 6, 500 
Institutional on-farm -----.------ wih Sane ane 1, 091 1, 600 1, 900 
PO a bik coche ctdsscenicdeviss biackueus 2, 830 3, 600 4, 000 
Average, Public Law 894_.......---- wie Reicaintl 13, 211 18, 000 20, 000 
Total, Public Law 16 and Public Law 894. _____- “24, 468 25, 400 . 22, 000 
Public Law 346: : a 
Schools of higher learning.......................-.-| 47, 136 22, 000 6, 800 
Schools below college level_.........-.-.-.--------- 27, 851 9, 000 2, 500 
Correspondence schools below college level. -_.----- 46, 271 7, 000 5, 300 
SRE IR UINTR once sctcddsscreticisnciaaeons 16, 596 1, 500 300 
er NE ec irecnakccuds dapeccnascsniodt 3, 618 500 100 
Avetegs, Pubtio Law 806.................-....<- 141, 472 60, 000 15, 000 
Public Law 550: ites : 
Schools of higher learning___.....................--| 191, 782 244, 000 245, 000 
Schools below college level__............-_---.----- | 128, 423 155, 000 172, 000 
Correspondence schools below college level_- . 17, 041 22, 000 29, 000 
ete eeakanecen 27, 228 35, 000 40, 000 
Pe NE Re Ea ote tino doin ttechaikwwsk 53, 919 59, 000 54, 000 
mwas, Tate Taw BOO. oo icone ceescu tena ccs 418, 393 515, 000 540, 000 
Total, Public Law 346 and Public Law 550_____- vs) a 865° 757, 000 . 555, 000 
Total monthly average, all laws_...-...-...----- 584, 333 600, 400 577, 000 
B. Cases of counseling disposed of: o c ca . 
Law: 
nt to eabbatecconened 22, 094 14, 000 4, 000 
de a ebiowine knack | 27, 689 27, 000 29, 000 
I ON Cg agian minal 1, 830 1 as 
Uf See bekehwadbintcecn 53, 166 52, 000 52, 000 
AE WIR oe nse awe oben pes 104, 779 | 94, 000 85, 000 
Plan: 7 | ’ 
Veterans’ Administration. ................----.--- 51, 245 48, 875 47, 628 
NN a hh a a a 53, 534 45, 125 37, 372 
ON isi ici feast htiecchis inhi icetetainrea tect 104, 79 | 94, 000 85, 000 


Mr. Monk. That is right, sir. 


Mr. Tuomas. Again, this is all administrative cost, correct ? 


Mr. Monk. That is right, sir. 











Mr. Ketsry. Except, Mr. Chairman, that it includes those reporting 


fees. 


Mr. Tuomas. And for personal services this year it is $17,346,000 
against $17,779,000 last year, a reduction of $433,085. To make those 
figures more realistic, let us get over here into numbers under Public 
Laws 16, 346, 894, and 550; 894 and 550 are on Korea, are they not? 


Mr. Monk. That is right, sir. 
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NUMBER OF VOCATIONAL EDUCATION TRAINEES 


Mr. Tuomas. Let us get down to the numbers and correlate numbers 
with cost because they go hand in glove, do they not? Briefly, what 
is Public Law 16? 

Mr. Monk. That is the law that provided vocational rehabilitation 
training for the disabled veteran of World War II. 

Mr. Tuomas. That was broken down into below college and college 
training. 

Mr. Monx. That was the type. We broke it down as to the type of 
training. 

Mr. Tuomas. Institutional and on-farm, on-job ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. For 1955, you had 11,257 trainees. For 1956, 7,400 
and for next year, 2,000. All right, so your big load, then, will not 
be under Public Law 16 but under Public Law 894. That is the voca- 
tional training for the Korean war veteran ? 

Mr. Monk. That is right, sir. 

Mr. Tuomas. You will have in all categories 22,000 in fiscal year 
1957 against 25,000 for 1956, against 24,000 for 1955. Is that correct ? 

Mr. Monx. That is correct, sir. 

Mr. Tuomas. For 1956 under Public Law 894 it is 18,000; for 1957 
it is 20,000 for 1956 and 13,211 for 1955. It gives you a total now 
for fiscal 1957 of Public Law 16 and 894 which deals with vocational 
training for World War II and Korea veterans of 22,000 for 1957 and 
25,400 for 1956 and 24,468 for 1955. 

Now, let us look at the cost for those two acts for this year compared 
with the other years. What page is that administrative cost table on? 


ADMINISTRATIVE COSTS 


Mr. Monk. We haven’t the administrative costs separated as to 
the two laws, it is so intermingled in the operation in the regional 
office that the administrative cost is not broken down separately. 

Mr. Tuomas. You don’t mean to say that you gentlemen operate 
all these different accounts here under one administrative setup when 
these insurance gentlemen who have two acts have to keep their costs 
separate? It is very difficult for people to understand and it has to 
be compartmented. Do you mean to tell me you folks are putting 
these various acts together here and putting administrative costs all 
in one pot? It sounds like a little degree of heresy, doesn’t it? What 
is your best estimate on that cost? Can we put our finger on it now 
since it is not—— 

Mr. Cor. The cost of administering that part of the program is 
declining, Mr. Chairman, but we have an increase in the Korean edu- 
cation training program that accompanies this decrease in those costs. 

Mr. Tuomas. 07 is what part of your costs now? Maybe we can get 
at it this way. You are showing a slight decrease in 07. 

Mr. Monk. 07 is approximately a fourth of the total cost. 

Mr. Tuomas. For Public Laws 16 and 346 and companion acts, 
Korea and World War II. 

Mr. Monk. That is right but the bulk of that 07 cost is in connec- 
tion with Public Law 550: $6,361,440 for fiscal year 1957 is the report- 
ing allowance which is entirely Public Law 550. 
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Mr. Tuomas. For all of your acts, for tuition and fees, what is the 
total amount for Public Laws 550, 346, and 167? Is this the full 
amount set out hereon 5-45—$7,587,940? 

Mr. Monk. That is the full administrative cost; that includes none 
of the direct benefits. 

Mr. Tuomas. That is what I am talking about now. The fees you 
paid to the various institutions. 

Mr. Monk. No, sir; that is under the “Readjustment benefits appro- 
priation.” And that is on page 12-2. 

Mr. Monk. Total of that appropriation for 1957 is $776 million, 
and 12-3 breaks it down by law. 

Mr. Tuomas. Where is the tuition item set out now? 

Mr. Monk. Do you have 12-3, tuition, under Public Law 346? 

Mr. Tuomas. Allright. You have 346, 550 

Mr. Monk. On the next page is the vocational rehabilitation. 

Mr. Tuomas. For Public Law 16 and 894. 

Mr. Monk. That’s right. 

Mr. Tuomas. For 16 and 894. Is that all fees here, total tuition 
cost ? 

Mr. Monk. No, sir; it includes subsistence allowance. 

Mr. Tuomas. But you have broken it out here in tuition cost: 
$8,240,000 for 1956 against $7,120,000 for 1957. 

Mr. Monk. That is the tuition cost. 

Mr. Tuomas. Supplies and equipment $1,100,000 against $1,270,000 
for 1956. And the total bill, tuition and supplies and equipment is $8,- 
220,000 for 1957 against $9,510,000 for 1956. 

Mr. Monk. Mr. Chairman, on the disabled veterans the subsistence 
payment is under the compensation and pension appropriations and I 
will give you those figures if you would like them. 

For 1957, the subsistence allowance is $27,940,000 as against $32,- 
258,000 for 1956. 

Mr. Tuomas. This figure for tuition cost of $7,120,000 for Public 
Law 16 and 894 against $8,240,000 which is the decrease of about 
$1,120 million; how does that compare with your decrease in numbers ? 

Mr. Monk. That $120 million is a decrease of approximately 3,000 
in numbers. 

Mr. Tuomas. It seems to me that your fee cost there is not falling 
off in proportion to your numbers. You have a decrease of $1,200,000 
and percentagewise what is your decrease in the number of students 
that are taking this vocational training ? 

Mr. Monk. For the students for which we pay tuition. Of course, 
we do not pay any tuition for on-the-job training—but we are paying 
tuition in 1956 for 20,600 students and for 1957, 17,800 students, a de- 
crease of 2,400—2,800. 

Mr. Tuomas. Decrease of about 10 percent. 

Mr. Monx. But the decrease in money is in exact proportion be- 
cause we have figured the same average cost against those numbers, 
The average cost for tuition is $400 per year in both years. That is on 
page 12-4. 

Mr. Tuomas. What about your incollege training program ¢ 

Mr. Monx. You mean the numbers? 

Mr. Tuomas. Yes, sir. 
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Mr. Monk. Under the Disabled Act for 1956, the college training 
is estimated for both laws at 8,400 and for 1957 at 7,850, a slight de- 
crease. 

Mr. THomas. What about Public Law 346 now? 

Mr. Monk. Three hundred and forty-six for 1956 is 22,000. 

Mr. Tuomas. Carry along 346. 

Mr. Monk. For 1956, 22,000 in college and for 1957, 6,800. For 
Public Law 550, for 19% 56, 244,000 and for 1957, 245,000. However, for 
that figure for 1956, that is based on the budget figure and does not in- 
clude the supplemental anticipated. 


TRAVEL COSTS 


Mr. Tuomas. Why is this travel item rather high here? Your tui- 
tion fees of about $11 million brings your other objec ts up to a point 
where certainly it justifies that 19 percent. But what about your 
travel item? That seems to be— 

Mr. Monx. Employees travel for fiscal 1957 shows a slight increase 
which is due largely to the increased per diem and mileage 1 rates under 
the recent law that increased those rates. 

Mr. Tuomas. Well, you have a departmental travel of 275,000 
against 276,000 last year. In the ‘field, $2,463,160 for 1957 against 
$9,348 488, an increase of $114,672. Why is it necessary to do all 
that traveling? The bulk of that travel is certainly not in proportion 
to your increase in the cost of travel. Your allowance went up, what 
was it, 3314 percent? 

Mr. Mon. Approximately 3314 percent. 

Mr. Tuomas. You absorbed it all except $114,000. How do you 
explain that? What is all the travel about anyway in the field? 

Mr. Monk. There are three main areas of travel. The guardian- 
ship program where the attorneys go out to see the guardians and the 
veterans and to do the field examination work is the large item of 
travel. The loan guaranty program on the fee and compli: ince in- 
spections and reviews constitutes a large item of travel and the 
vocational rehabilitation and education program where the training 
officers visit the disabled trainee and the institutions that are furnish- 
ing training under 550. The vocational rehabilitation and education 
travel accounts for about a million dollars of the total. 


ADMINISTRATIVE PERSONNEL 


Mr. Tuomas. I have underlined three items “Finance,” “Admini- 
strative,” and “Personnel,” eee ny For finance, 2,966 people 
for 1955. For administration, 3,831 people; and personnel, 193 people. 
Those figures have been reduc ed to 2,580 for finance in 1957; 3,636 for 
administr ation, and 188 for personnel. Why do you need this tre- 
mendous amount of administrative people? Are these your house- 
keeping people? 

Mr. Monk. The administrative people handle the files, the mail, 
the indexing, and the records. They are part of the housekeeping 
function for the programs. 

Mr. Tuomas. Out of, say, in round figures, 21,500 people it takes 
around 3,700 to do the administrative work for them ? 

Mr. Monk. That is right, sir. 
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Mr. Tuomas. <A little bit more than 15 percent. Is that not a little 
high? What do they do? You have your finance. You have your 
mail people. You have your personnel people. Personnel is even a 
separate category. You have 188 of them. What do those 3,600 
people do? 

Mr. Monk. Of the administrative people under DVB jurisdiction, 
1,300 of them are in Mail and Services Section. One thousand four 
hundred are in the Records Section. That is the files; 511 are in 
Tabulating Section and then in supervision and clerical help, 586. 


COST OF RENTAL SPACE FOR RECORDS STORAGE 


Mr. Tuomas. What is this very large and very important section 
doing with reference to disposing ‘of your old files?) How much space 
do you have devoted to files in all your regional offices and your central 
offices ? 

Mr. Monk. The fiscal year 1955 we had 702,179 cubic feet of records. 

Mr. Tuomas. 700,000. What year was that? 

Mr. Monk. Fiscal year 1955. 

Mr. Tuomas. Has it increased or decreased in fiscal 1957? 

Mr. Monk. We anticipate it will decrease. 

Mr. Tuomas. What part of this space is rented and what part of 
it is Government-owned? There should not be much distinction if 
the Government owns it, and is not utilizing it reas It could 
be rented by the Governmnt for a fee because it is certainly paying 
tremendous rents. 

Mr. Nusspaum. Mr. Chairman, about 86 percent of our space—I 
would say 14 percent of our space is under VA control. The remain- 
ing 86 percent is under GSA control. Of that 86 percent, about half 
of it is Government-owned and the balance is rented. 

Mr. Tuomas. About 57 percent of the space you occupy, then, is 
Government-owned. 

Mr. Stone. Centers and hospitals where we have the regional offices 
combined. 

Mr. Tuomas. About 57 percent of your space is Government-owned 
and the other remaining 43 percent is rented. You have 709,000 square 
feet of space devoted to records. We could say, you are paying rent 
on about 400,000 square feet to use a round figure, for those records. 
Is that _a reasonable approximation ? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. What does the space cost the Government on an aver- 
age? Do you have any idea? 

Mr. Nussaum. We apply a figure of about $2.25 or $2.50 as the 
average value of space. 

Mr. Tuomas. I think GSA uses a figure of $2.50. Does that in- 
clude maintenance? 

Mr. Nuspaum. Yes, sir. 

Mr. Tuomas. As well as operation and rent ? 

Mr. Nuspavum. Yes, sir; that is serviced space. 

Mr. Tuomas. I am not quite sure whether it does or not. I had in 
miud that it was purely rent. 

Mr. Stone. Purely rented space would be $2.50. 
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Mr. Tuomas. It does not include operation and maintenance? In 
a good many of the buildings you not only have to operate them, 
but have to maintain them. 

For the purposes of our discussion here, use a flat figure of $2.50 
and assuming that it includes operation and maintenance, which is 
doubtful, which might require you to add another 50 cents a square 
foot to the figure, is it reasonable to say that the Veterans’ Adminis- 
tration is spending about $1 million to $1,200,000 a year on space for 
files? That sounds like a rather low figure to me. 

Mr. Stone. We could figure about one-third of that 702,000 cubic 
feet approximately. 

Mr. Tuomas. Of course, it does not really make much difference 
whether it is Government-owned space because if it is Government- 
owned and if it is being dedicated to the use of files, it could be moved 
out to cheaper space. That means, then, that GSA could rent that 
space to somebody else. So on that basis with 800,000 it looks like 
you have about $3 million a year cost chargeable to records—storage 
of records. How much have you disposed of? How many cubic 
feet or square feet have you disposed of, say, in fiseal 1955? 


ACQUISITION AND DISPOSITION OF RECORDS 


Mr. Monk. In fiscal 1955 we disposed of a net of 3,793 cubic feet. 

Mr. Tuomas. What is your figure for 1956 and 1957? 

Mr. Monk. We will dispose of not quite that much, either by de- 
struction or 

Mr. Tuomas. It seems to me that is a very small amount to get 
rid of. What is the justification for not disposing of more than 3,000 
out of 800,000? 

Mr. Horner. Let me suggest to Mr. Monk that he is looking at the 
departmental figure as distinguished from an overall figure, central 
office as distinguished from an overall. 

Mr. Stone. Mr. Chairman, I think that we should have a word of 
explanation about these files. 

Mr. Tuomas. Let us get one other further point in the record. Who 
is responsible for this space utilization, whether it is records or 
whatnot ? 

Mr. Stone. These records we are talking about are not storage rec- 
ords. They are active records being worked on day to day. Wher- 
ever they are claim folders of veterans who are being worked on, they 
are active records. ; 

Mr. Tuomas. Disposing of 3,000 cubic feet when we have 800,000 
in 1955 seems to me to be a mighty small figure of disposition. 

Mr. Monk. That 3,793 was a net loss. That is, we lost more than 
we created in 1955, which was the first year that has happened for a 
long time. Actually, the destroyed and retired was 157,504 cubic 
feet. This is in the Department of Veterans’ Benefits. Of that num- 
ber, 42,453 cubic feet were destroyed and 115,051 cubic feet trans- 
ferred to records centers. 
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(Norr.—The following was submitted later for the record :) 


1. VA records holdings, fiseal year 1955: Cubic feet 
Degsriment of Veterdns Bement... siiucincmmicscsaas 702, 179 
Department of Insurance 208, 864 
Department of Medicine and Surgery 327, 389 
Central Gince top Btet clememie_ ee ck 42, 768 


Total VA-wide 


2. Transferred to Federal records centers, GSA, fiscal year 1955: 
Department of Veterans Benefits: 
Torna ss Geman ee ea es ho 25, 321 
Public Law 346, vocational rehabilitation and education 
i i La al ci ka ala Nl is 88, 781 
Payroll and personnel folders 698 
Department of Insurance: U. 8S. Government life insurance 
folders (K-folders) 
Department of Medicine and Surgery: Payroll and person- 
I a a Ne Nee 435 
Central office top staff elements payroll and personnel folders_-_ 378 


Total 122, 137 


. Records destroyed, fiscal year 1955: 
EE EO |: a ae ne ee 42, 453 
Department of Insurance_ a 15, 600 
Department of Medicine and ‘Surgery 11, 334 
lates ee SOW ies COON N.oah ec cessive 9, 472 


78, 859 

VA Records Service Center, fiscal year 1955: 

Destroyed 109, 788 
Transferred to Federal records centers___----------_------__ 98, 960 
5. Overall VA records destruction and transfer to Federal records 
centers : 
Destroyed 188, 646 
Transferred to Federal records centers___...---___---------- 221, 097 
. Transfers to Federal records centers, GSA, completed or underway 
for fiscal year 1956: 
1951 national service life insurance dividend card and dividend 
payment vouchers (completed November 7, 1955) 770 
Inactive national service life insurance folders (transfer to 
be completed in early part of 1956) 56, 656 

Mr. Tuomas. The first time in years, you say ? 

Mr. Monx. First time we showed a net loss. That is, we got rid 
of more than we created. 

Mr. Tromas. What is your figure for creation each year? That 
ought to be a pretty constant figure now for 1956 and 1957—maybe 
1955. 

Mr. Monx. About 150,000 a year, cubic feet. 

Mr. Tuomas. You got rid of 155,000 in 1955. How many do you 
plan to get rid of in 1956 and 1957? 

Mr. Monk. We won’t get rid of that many because we had a large 
disposal volume in our R. and E, files that will not be repeated. 

Mr. Tomas. I realize you gentlemen have a difficult proposition, 
particularly in the Department of Benefits, in handling these records 
and files, but on the other hand you are spending a lot of money on 
these files, storage of them. The tendency is to destroy a file, and it 
has been my experience that the first one you are going to need is the 
one you have just destroyed. Isn’t there some middle ground ? 
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Mr. Srone. We are surveying at the present time all files for claims 
folders veterans folders, and are moving out the inactive ones to 
records centers of GSA. We have accomplished a great deal of that. 
It is a tremendous task. 

Mr. Tuomas. GSA would hardly agree with you on that basis. 

Mr. Stone. They do not agree that we have done it fast enough 
but it is being done constantly. We have other work to do. It has 
to be done as we can do it. 


SPACE UTILIZATION IN NEW YORK REGIONAL OFFICE 


Mr. Tuomas. I dropped by your New York office the other day and 
you must have had in that one building 2 floors devoted to files, 1 solid 
floor that I remember and a portion “of either 2 or 3 other floors to 
files. Why the VA bought that building 7 or 8 years ago, I don’t know. 
It was worn out and it was old then. But anyway, the Government 
has title to it. And over a period of 10 or 15 years, you would make 
money by tearing it down completely and building a new one there. 
The initial cost of the first 2 or 3 years would be heavy, of course, 
but over the long pull, over a period beyond 12 and 15 years, the VA 
or the taxpayers would ae save money by completely pulling 
it down and putting up another 15- or 20-story building in its place. 
Anyway, you have it, but part of it is being used for files. That space 
will rent for $2.50 per square foot a year because in the neighborhood 
the Government is paying that and more too. The General Services 
people tell me that they can take your files and save you 50 percent 
per year and give you as good service as you are giving yourself on 
the files. 

Mr. Puiuirs. How about microfilming as a means of reducing the 
expensive space that the chairman is talking about ? 

Mr. Srone. The space that is occupied up there is about 43,000 
square feet. Those veterans’ files are being worked on. They are 
live. They are day-to-day work within the office. 

Mr. Tuomas. They say they have 1,000 calls a day for those files. 
I imagine that isa little high. Let us put it at 500. That sounds more 
reasonable. 

Mr. Stone. The 1,000 would be nearer right. 

Mr. Tuomas. GSA says they can move that to the old Customs 
Building down on the waterfront and give you the same service that 
you are getting from your own people and save 50 percent—do you 
agree to that? 

Mr. Stone. No, sir. It has not ever proven out that way. 

Mr. Tuomas. How do you know it has not been proved? You could 
not prove it because you have not tried it. 

Mr. Stonr. GSA has never taken active files at all. They want 
storage files. Now, close by, right here in Washington, there are 
times where I am informed by people here that where they do have 
some files that are active occasionally they have to send people down 
to service them ourselves. 

Mr. Tuomas. Suppose that GSA is wrong. How do you account 
for keeping 97,000 square feet of space in that building vacant for 
the last 12 months, space that is worth $2.50 a square foot. That is 
$250,000. Who is responsible for that? 


72350—56—pt. 1——20 





304 


Mr. Srone. I am, sir. 

Mr. Tuomas. How do you justify throwing out the window 
$250,000 2 

Mr. Stone. I sent you a letter of explanation on it. 

Mr. Tuomas. It didn’t ring the bell, I'll tell you that. 

Mr. Stone. I would submit it to the record. That is about the only 
explanation we have. 

Mr. Tuomas. Give it to us again. For a long 12 months that space 
has been idle and the Government in the neighborhood is renting 
space and paying anywhere from $2.50 to $3 a square foot for it. ‘That 
is just downright waste—$250,000. That will cover perhaps the sal- 
ary of all of us in this room fora year. And GSA says they have been 
trying to get hold of that space and they don’t have it yet, do they? 

Mr. Srone. Yes, sir. 

Mr. Tuomas. When did you turn it over to them ? 

Mr. Srone. Released it last July to them. 

Mr. Tuomas. I was talking to your manager less than 2 weeks ago 
‘and he had not released it. 

Mr. Stone. I would like to read this letter to you here. 

Mr. Tuomas. I am telling you I talked with your manager less than 
2 weeks ago and he had not released it. 

Mr. Hieiey. We told them it could be released, Mr. Chairman, but 
an agreement with GSA that they will accept it is also necessary. 
They would not accept it because they said they could not make use 
of the areas in the way that we had offered to release them. We have 
liad quite a time trying to rearrange that office so that it would be 
acceptable and usable space for GSA. One thing that bothered us 
was the clinic; to move a clinic is quite expensive. 

Mr. Tuomas. They did not want to move it. 

Mr. Hieiry. So we did not come to an agreement as to what area 
we could do without, or what move could be made without undue 
expense. Representatives of the two agencies have had great diffi- 
culty arriving at a decision acceptable to both. 

Mr. Tuomas. Here is this space. I walked all over it. It is as bare 
as that wall. Nobody is in it. There is no furniture in it. And at 
that you are not using it. Is that a relinquishment? What is the 
difficulty? There was something said about that. 

You wanted to move your clinic which you have on five floors. By 
the time you change your plumbing around and hospital equipment, 
the GSA people tell me it would cost three or four or five hundred 
thousand dollars. 

Mr. Higiey. They said, they did not have the money, and we did 
not have it either. So we tried other possible arrangements. 

Mr. Tuomas. Why do you want to move it when it would cost so 
much? You have to put in special plumbing and 

Mr. Hietry. They stated they could make better use of the space 
we asked them to take if they could move the clinic in order to make 
it more usable for whoever the tenant might be. 

Mr. Tuomas. There is 1 or 2 or 3 solid floors. Certainly you 
would not have to do anything to that space except give it up. There 
will be a lot of small agencies which could get in there and get them- 
selves lost, perhaps, on one of those floors without spending any great 
amount of money. 
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Mr. Hictry. The space you looked at was unacceptable to GSA 
from the standpoint gt thei? prospective tenant. 

Mr. Yates. Why was it unacceptable ? 

Mr. Hicury. They couldn’t make a satisfactory arrangement with- 
out the expenditure of $300,000. They did not have the money. 

Mr. Tuomas. You mean moving your clinic. They tell me you 
want to move your clinic around. That would be prohibitive. 

Mr. Hicuiry. To make the space acceptable to GSA. May we 
read this letter? It is really a summation of the question that you 
raised. 

Mr. Tuomas. Read it, and we will get GSA in with you folks. 

Mr. Srone (reading) : 


As far back as 1949 isolated areas of space became excess to the needs of the 
VA regional office in New York City and although efforts were made to release 
the space for other use, because of the cost and inconvenience of the moves which 
would have had to be made to make contiguous areas available, as well as the 
cost of alternations and improvements, it was determined that it would not be 
in the best interest of the Government to effect its release. In early 1951, a 
study was initiated. 


Mr. 'THomas. Who made all that determination now: best interest 
of the Government to let that space stay there idle and spend good, 
hard-earned money, taxpayers’ money around the corner, or 10 blocks 
away on another building. That is the best interest of the Govern- 
ment ¢ 

Mr. Sronr. That was the joint action, I presume, GSA at that 
time and VA. 


In early 1951 a study was initiated by this administration to determine the 
feasibility of consolidating activities of the Brooklyn regional office with the 
New York regional office. In order to comply with the requests from defense 
officials to make the Mergenthaler Building in which our Brooklyn office was 
housed available for special defense items of production. This study resulted 
in a plan which would have required the use of ill available space at 252 Seventh 
Avenue, New York, but the plan had to be dropped. Instead, the Brooklyn 
regional office, except for medical activities, was relocated in space procured 
by the General Services Administration in the Loeser Building at 250 Livingston 
Street, Brooklyn, N. Y. 

Shortly thereafter a survey of the space assigned to the VA regional office, 
New York, was made by the Public Buildings Service of GSA and their represent- 
atives determined that the vacant space was of such a nature that it was not 
practicable at that time to attempt to use it for any other Government agency. 
Later, as additional space became excess to the needs of the New York regional 
office, the General Services Administration indicated an interest in recapturing 
the space for possible assignment to other Federal agencies. This interest co- 
incided with the time when an overall study was being conducted by this 
Administration with a view toward realining the territorial jurisdiction of 
various regional offices. The study included the possible consolidation of the 
srooklyn and New York city regional offices to extend the territorial jurisdic- 
tion of the New York City office by including the area assigned to the Brooklyn 
office. Had this plan been adopted, the available space at 252 Seventh Avenue 
would have been required and a satisfactory space utilization would have 
resulted. 

The GSA was informed of our plan and when questioned about the New York 
City space in the hearings before the subcommittee of the Committee on Appro- 
priations, House of Representatives, 84th Congress, Ist session, on February 23, 
1955, Mr. Peter A. Strobel, the then Commissioner of Public Buildings, and Mr. 
Walter F. Downey, regional director, advised that the space which was vacant 
in the VA building might be required to effect a VA reorganization plan. 

That part of the plan which would have permitted the consolidation of the 
Brooklyn and New York City offices was considered not to be feasible. In June 
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1955 action was initiated to determine what areas of contiguous space in New 
York City could be released to GSA for reassignment to other Federal agencies. 
A plan was developed which would have premitted the release to GSA for 
reassignment of approximately 104,000 square feet of space in the “R” building, 
a unit of 252 Seventh Avenue, which can be operated as an independent building. 
This plan was submitted to the General Services Administration regional office 
in New York City in July of 1955 for appropriate consideration. The GSA 
regional office advised that the plan could not be accepted because of the costs 
involved in making the space available, which were estimated to be about 
$300,000 to $350,000. The GSA regional office advised that it did not have 
sufficient funds to accomplish these moves. 

Mr. Tuomas. That is the space you want to release. Where you 
have to move your clinics, put in all of that wiring, repipe the building, 
all that electrical work, and moving that very ‘delicate machinery. 
That is what you wanted to move. 

You knew good and well to move that clinic would be just like mov- 
ing gold. Anyway, now when are you going to solve this problem ? 

Mr. Stone. It was solved last Friday and decision was made and, we 
are informed in New York, GSA has accepted the plan that we have 
proposed. 

Mr. Tuomas. We finally accomplished something then ? 

Mr. Stone. It has been accomplished. 

Mr. Yares. How was it settled? How was it decided ? 

Mr. Nussaum. We have submitted a plan to General Sgrvices 
Administartion. 

Mr. THomas. How much space are you giving up? 

Mr. Nuszaum. 93,000 square feet of space. ‘Approximately 93,000. 
We are going to leave two of the floors now occupied by medical which 
is physical medicine, a very costly move, and also general medical 
examination rooms, also a costly move. We are going to leave those 
in the R building and close those floors off so that the building can 
be used without interference and have VA still maintain those activi- 
ties on those two floors. 

The original plan was to vacate an entire unit, an entire building 
which is serviced by independent elevators, and would not have any- 
thing at all to do with the rest of the VA operation. That was the 
reason for the original plan which would have been a most desirable 
plan both from the viewpoint of General Services Administration as 
well as our own operation. We would then remain in 252 Seventh 
Avenue without having to go over into an annex. 

Mr. Yates. Do I understand that you are closing down your clinic; 
is that the effect of it? 

Mr. Nuspaum. No, sir; we are going to maintain the clinic. 

Mr. Yates. You have 5 floors but you were doing something to 3. 

Mr. Nuspaum. We are going to move those three other floors into 
the so-called S building and other unit of 252 Seventh Avenue. 

Mr. Yates. At what cost? 

Mr. Nuspsaum. The cost is being developed now but will be nowhere 
near $300,000. 

Mr. Pures. All the witness said is that they submitted this plan. 
Has GSA accepted it ? 

Mr. Nuspaum. Yes, sir. 

Mr. Tuomas. What it adds up to, they say, is 97,000 square feet 
of space. 

Mr. Nuspaum. On January 18, the deputy regional director advised 
our manager in New York City that the proposal represents a most 
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satisfactory compromise and they ave now developing layouts and the 
relocations which will be required to move some of the medical activ- 
ities into other portions. 

Mr. Tuomas. Who is the gentleman speaking ? 

Mr. Nussaum. My name is Nusbaum. 

Mr. THomas. What is your job? 

Mr. Nussaum. Chief of the Real Property Management Division, 
Department of Veterans’ Benefits. 

Mr. Tuomas. How much more vacant space do you have in your 
regional offices and other properties you occupy? Do you have any 
excess square footage ? 

Mr. Nusspaum. We have small amounts of space which may be avail- 
able in other offices but I am happy to report that our space utilization 
is very good. In most of our regional offices. 

Mr. Tromas. It is a good thing you put your last qualification in 
it. You don’t think it is good throwing away $250,000 a year in the 
New York office? Do you think that is good, sir? 

Mr. Nussaum. That was an unfortunate thing that we had to hold 
on to that space, sir, because we did have plans which would have 
utilized all of that space. 

Mr. Tuomas. You still threw away $250,000 of the taxpayers’ 
money by not using that space, not turning it over. The question I 
am asking you is, do you have any more unused space in your many 
buildings you are operating. 

Mr. Nussaum. We have no similar situation anywhere. 

Mr. THomas. Do you have anything close to it? I hope you do not 
have any similar to it. 


Mr. Nussaum. No, sir; we do not have. 


STORAGE OF FILES 


Mr. Hierxy. Mr. Chairman, going back to the matter of files, I 
know it is on your mind, too, perhaps—what we would like to do is 
destroy files or at least get rid of all of them we can because whether 
we store them or GSA stores them, we are still spending Government 
money. What we try to do, if we can get the help and get the money, 
is to throw away everything we can out of a file, leaving only a bare 
skeleton of what is required to service the veteran even before we 
turn it over to GSA. Of course, we have to have permission from 
Congress to destroy obsolete files. 

Mr. Tuomas. Mr. Administrator, let me interrupt you and concur 
in what you say. I am very much like the Veterans’ Administration 
about records. When I criticize one of you I am criticizing myself 
because we are just like old maids. We don’t ever want to throw 
away anything. It has been my experience if I throw away some- 
thing, a record or file, I am going to need it the next day. But I am 
afraid that that is not quite as important as I built it up to be in my 
own mind. I have found this to be true and I think you are going to 
find it to be true, if you get most of your records out of sight they are 
going to get out of your mind and you are not going to use them nearly 
as often as you think you do. I think if VA would turn over a lot 
of its files to this GSA crowd and get them out of sight, I think you 
would find out that they are not nearly as important, you don’t need 
them quite as often as you think you do. 
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Mr. Yates. Has anybody taken the matter of space utilization up 
with the Archivist who is the specialist of the Government on this? 

Mr. Hictxy. He works for GSA, or, you might say, works with 
them. We have discussed our problem with him. I will admit that 
when you talk about moving some of these files (veterans files) there 
are cold shivers which go down quite a few people’s backs. Who can 
say one person is right and another is wrong. We have had arguments 
galore on film, X-ray film. You can’t even get any group of people 
to agree whether a film is good 5 years or 20 years. So we finally just 
chop it off and say, well, beyond this is a calculated risk. We are mak- 
ing progress but it is quite a battle. 

Mr. Tuomas. It is an expensive item with you, too. I know you 
folks want to get rid of that expense as well as anybody else does. 
But you might do a little experimental work, a little experimentation 
with that GSA crowd. Let them come in there and take a section of 
your files and see how it works. 

Mr. Hietery. They do not want live files. 

Mr. Tuomas. You can make a deal with them in your New York 
office on your live files. I thought I talked to them into trying to 
work with you on an experimental basis. Try it and see if they can- 
not take your live files out, a portion of them. The deadest of your 
live files, and try to work out a deal with them. 

Mr. Hierry. It might end up that they might need extra help if 
the files were live and there would be no saving whatever. 

Mr. Tuomas. Why not do a little experimenting ? 

Mr. Hietry. Just try it out some place? 

Mr. Tuomas. Well, right there in New York. In other words, the 
offices are not too far apart. 

Mr. Srone. We are experimenting in Denver with some of our 
files now. 

Mr. Hietry. With this situation in New York, with transportation 
across streets being so laborious, I would rather try some other city. 

Mr. Tuomas. It is tough in any big town in this day and time. 


CHIEF ATTORNEY 


Let us look at the Chief Attorney’s Office on 5-32. You have a lot of 
information on these tables here. You have a summary of workloads 
here. Wards reported or the number on the rolls as of the last day 
of the fiscal year. In 1949 it was 234,861. In 1957, 359,300. Explain 
the reason for all that increase. And you have accounts audited 
jumping from 180,386 to 292,339. Field examinations, 167,375 down 
to 145,000. That is reversed. Loan guaranty opinions and foreclosure 
suits, 6,951 to 32,510 in 1957. Those figures deserve a little explanation 
because you do not have quite 32,510 foreclosures now, do you, in 1957? 

Mr. Hietry. That is opinions and foreclosures. 


SUMMARY OF REQUIREMENTS 


Mr. Tuomas. Average employment here. The average. employ- 
ment for 1955 is 1,559 people—1,569 for 1957; 1,561 for 1956. Fairly 
constant figures for the 3 years; very little change; 7 change from 
1956 to 1957. 

Put this table in the record on 5-32, Mr. Reporter. 

(P. 5-82 is as follows:) 
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DEPARTMENT OF VETERANS BENEFITS, FieLp—CuigF ATTORNEY, AMOUNT 
RequIRED, $9,243,121 


Summary of requirements 
| 
Increase (+-) 
or decrease 
(—) 1957 
over 1956 


Estimated Estimated 
fiscal year fiscal vear 
ro o . 

year 1955 1956 1957 


Actual fiseal 


Average employment 1, 559 | 1, 561 1, 568 


Obligations: 
01 Personal services $8, 039, 688 $8, 504,328 | $8, 509, 536 +$5, 208 
02 Travel, employee 612, 531 726, 612 733, 585 +-6, 973 


Total obligations nwa 8, 652, 219 9, 230, 940 9, 243, 121 | +12, 181 


Summary of major workloads 
y @, i) 


Loan guar- 
anty opinions 
and fore- 
closure suits 


| Wards under 
Fiscal year | RO’s and 
VBO! 


Accounts 


audited Field exams 


234, 861 180, 386 167, 375 
283, 836 | 205,131 | 159, 816 
303, 600 | 228, 113 | 148, 270 10, 131 
309, 535 240, 314 | 138, 144 | 14, 355 
316, 240 255, 692 135, 859 | 20, 812 
326, 984 262, 597 | 135, 509 | 22, 520 
337, 803 | 273, 479 | 144, 245 | 25, 124 
348, 581 282, 678 | 144, 630 | 28, 970 
| | 


359, 300 292, 339 145, 000 | 32, 510 


1 Wards reported are the number on the rolls as of last day of the fiscal year. 


Mr. Tuomas. Give us a little explanation of your workload. We 
might point out that this is in the field and these people are located in 
how many different locations—70 ? 

Mr. Monk. 67. 


Mr. Tuomas. Go ahead. 
VA WARDS 


Mr. Monk. The wards under the regional office are the incompe- 
tent veterans or the dependent children of veterans that are under 
the guardianship direction of the Chief Attorney’s Office in the re- 
gional offices. 

Mr. Tuomas. The Chief Attorney’s Office? In the regional offices? 
They are not under the Chief Attorney, are they ? 

Mr. Stone. Yes, sir. He handles all of their accounts. They may 
not all be under guardianship. They may be under some fiduciaries 
and some representatives handling money. 

Mr. Tuomas. The point I am raising, my understanding is that 
they were not under the Chief Attorney but they were under the 
Director for the Department of Benefits. “Except in court action cases 
and you had 15 or 20 lawyers for that. 

Mr. Sronr. I see what you mean. Yes, they are under the De- 
partment of Veterans’ Benefits and directly under the manager in the 
office using his chief attorney. 

Mr. THomas. Why do these guardianships increase from 234,000 
to 359,000 from 1949 to 19572 What is the occasion for that increase ? 

Mr. Stone. A number of them, of course, will be new wards created 
by newborn children. Others would be more incompetent veterans, 
rated incompetent by the court and by filing a claim with the Veterans’ 
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Administration. That would be the reasons that they would be 
increasing. 

Mr. Hieiry. All wards are created by courts, are they not? 

Mr. Stone. Not entirely. Some of them are under fiduciary plan 
that we handle direct without going to the court. So we save the 
veteran or the ward money that way. 

Mr. Tuomas. What part of these wards are veterans themselves, 
mentally disturbed or in some type of institution? Do you have any 
breakdown on it? Certainly it is nothing like approximating 
300.000 ? 

Mr. Srone. No, no. The biggest share of them are children. 

Mr. Tuomas. Do you have any breakdown of your figures? 

Mr. Stone. We will have to get it for you. 

Mr. Tuomas. This is rather disturbing if you leave it unexplained. 

Mr. Hictry. We have all that information. May we give it to 
you? 

Mr. Stone. It should be in the statistical summary. 

Mr. Tuomas. Read it into the record, please. 

Mr. Monk. At the end of November, of the total of 343,685 wards 
on the rolls, 97,557 were incompetent veterans; 234,919 were minors; 
and 11,209 were other incompetents. 

Mr. Tuomas. What do you mean, other incompetents ? 

Mr. Stone. Other dependents incompetent. 

Mr. Hictry. Would there be incompetent parents? 

Mr. Stone. Yes, sir. 

Mr. Mons. Other than children. 

Mr. Evins. Could you tell the committee how much money there is 
in these trust funds or fiduciary accounts that are being built up for 
the minors, the wards? 

Mr. Srone. 500 million. 

Mr. Toomas. VA has no jurisdiction over those funds, do they ? 

Mr. Stone. No, sir. 

Mr. THomas. They are under the jurisdiction of the various courts? 

Mr. Stons. The chief attorneys, through the field examiners and the 
guardianship attorneys, see that the veteran or the dependent gets it. 


FIELD EXAMINATIONS 


Mr. Tuomas. What is the purpose of these field examinations now ? 
Tie it in here. 

Mr. Srone. Most of the field examinations are brought about by 
examinations relative to claims. Veteran files a claim or dependent 
files a claim and to get evidence enough to properly adjudicate the 
claim, the field examination is made. Lots of time we get reports that 
some widow is remarried or living with somebody and the only way 
we can find out about it is to go out. and have the examination and 
discover whether the rumor is true or not. 

Mr. Tuomas. Did I understand you to say that the VA checks these 
guardianship cases ? 

Mr. Strong. They audit practically all accounts. 

Mr. THomas. What is the attitude of these State courts to that? 

Mr. Stone. Very cooperative. 

Mr. Tuomas. Certainly it is to their use and benefit, is it not? 
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Mr. Sronr. I presume it is but it is more to the use and benefit of 
the minors and wards. 

Mr. Tuomas. Assuming that is true, of course the courts are trying 
to take care of their minor children; they are wards of the court. And 
they certainly welcome that inform: ition, do they not? The informa- 
tion that you furnish them ¢ 

Mr. Stone. Yes, sir; they do. 

Mr. THom: is. Do you find very many cases of where the funds are 
being squandered and not applied to the use and benefit of the ward? 

Mr. Stone. Yes, sir; it happens sometimes. 

Mr. Tomas. What remedies usually are taken? What can you 
do about it after you find that? 

Mr. Sronr. The field examiner makes a visit to the person, talks 
with them. We make new, guardians. 

Mr. Tuomas. Is that reported to the court that has jurisdiction 

Mr. Stone. Yes, sir; ; the attorneys take it right into court, through 
the Chief Attorney’s Office. 

Mr. Tuomas. What is the attitude of the courts generally on those 
matters ¢ 

Mr. Strong. They do about as we recommend in all cases. Of course, 
they w ‘ll criticize the guardian, change him, remove him, do whatever 
our people usually suggest. 

Mr. Tuomas. I think Mr. Yates asked about the recovery of funds. 
You are dealing sometimes with people who are insolvent, are you 
not ? 

Mr. Yares. You said there were a number of such cases. How 
much money is involved in a number of those cases ? 

Mr. Stone. I would not have any way of telling that. We do not 
allow it to happen any more than necessary. Where we do most of 
it, of course, it comes in through the court and we audit the cases and 
see whether or not it appears that they are spending more money than 
they should. 

Mr. Yates. You indicated there were a considerable number of such 
cases. How many were there within the last year, for example? 
Would you have a total of them ? 

Mr. Stoner. We would not have here a record of that in statistical 
form. 

Mr. Evins. The finality of the decision in the expenditure of funds 
in all these cases is left up to the regional attorney, is that correct! 

Mr. Stone. That is just about right. Lots of people of course ob- 
ject to it but we feel it is our responsibility to do whatever we can to 
protect the money for the dependent, the minor. 

Mr. Yares. Is there a substantial amount of money lost or was there 
last year ? 

Mr. Stone. No; we see to it that there isn’t. For fiscal year 1955 
the loss was appr oximately a quarter of a million dollars. 

Mr. Tuomas. That is the job of these 1,568 employees to see that 
these wards’ accounts are properly kept, audited, and see that the funds 
go into the right place. In addition to that, ‘they take care of the 
oan guaranty. 

Mr. Stone. They handle all the claims matters, too. 

Mr. Tuomas. What part of this 1.568 are lawyers and accountants ? 

Mr. Monk. Of the 1,568 people, 641 are attorneys. 
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LOAN GUARANTY OPINIONS AND FORECLOSURE SUITS 


Mr. Tuomas. What is this operation, this figure here of loan guar- 
anty? You have a tremendous workload of loan guaranty cases. 
You had 6,951 cases and it jumps up to 32,510 in 1957. What do you 
mean by loan guaranty opinions and foreclosure suits ? 

This crowd of lawyers doesn’t attempt to tell the Loan Guaranty 
people how to run their business, do they ? 

Mr. Hieiry. On the contrary, the Loan Guaranty people go to them 
for counsel so as to stay out of trouble. They are of real assistance. 

Mr. Monk. Those attorneys render to the Loan Guaranty people, 
legal opinions on matters 


LOAN GUARANTY WORKLOAD 


Mr. Tuomas. While we are here, how many foreclosures did you 
have last year and how many do you anticipate in 1956 but before we 
get into that, Mr. Sweeney, Director of the Loan Guaranty Service, 
how many claims were paid in fiscal year 1955? 

Mr. Sweenry. We paid claims on 4,442 loans. 

Mr. Tuomas. Beg your pardon, I didn’t get that? 

Mr. Sweeney. 4,442 loans of which 3,399 were on home loans which 
would be primarily foreclosures, either by power of sale or judicial 
sale. 

Mr. Tuomas. What is the right figure on foreclosures on homes? 

Mr. Sweeney. 3,399 were foreclosed. 

Mr. Tuomas. It has been testified from time to time here that 95 or 
96 percent of your business is on homes. Did you say 3,300? 

Mr. Sweeney. That is right, sir. 

Mr. Tuomas. Ninety-eight or ninety-nine percent of that is homes? 

How many loans did you make if you foreclosed 3,300 of them? 
What was your total? 

Mr. Sweeney. Actually we have made 4 million thru last fiscal year. 

Mr. Tuomas. That is right, this has to be cumulative. Go ahead. 

Mr. Sweeney. Cumulatively, we made home loans, 4,256,000 and 
foreclosed 3,300. 

I was giving you the fiscal year. Cumulatively to date we made 
home loans of 4,256,000 and foreclosures, cumulatively on home loans 
is 24,168, or about one-half of 1 percent of the total loans closed. 

Mr. Yates. Within what period ? 

Mr. Sweeney. Eleven years. 

Mr. Tuomas. Last year it was 3,300. 

How much business did you do last year? How many loans did 
you make? 

Mr. Sweeney. About 658,000 to the tune of $7,100,000,000. 

Mr. Tuomas. You boys are in business, are you not? What was the 
total figure, 1,300,000 housing starts? 

Mr. Sweeney. Of housing units started there were 1.3 million. We 
participated in 650,000 loans for both new and existing homes. 

Mr. THomas. How many did you participate in of that 1.3 million. 

Mr. Swreney. 390,000, about 30 percent. 

Mr. Tomas. What did FHA do, 25 percent, 24 percent ? 

Mr. Sweeney. On the total last year it is about that; yes, sir. About 
21 percent. 

Mr. Putuures. Mr. Chairman, on the present market we ought not 
to take any loss on foreclosures. 
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Mr. THomas. What was your loss now, your cumulative loss, dollar- 
wise? About one-half of 1 percent volumewise—what was it dollar- 
wise ? 

Mr. Sweeney. One-tenth of 1 percent of total dollar volume. 

Mr. Chairman, we have paid out on claims and property acquisition 
about $164,000,000 through December 30. 

Mr. Tuomas. Let us turn over to 1954 and get all this in the record 
here. There is no need of letting you stand up there wearing out your 
shoes. 

Mr. Reporter, at this point will you insert page 5-54 please, which 
shows the increase in employment of 25 people, 1957 over 1956, or a 
total in 1957 of 3,474. 

Mr. Sweeney. Yes, sir. 

(The page referred to is as follows:) 


DEPARTMENT OF VETERANS BENEFITS, FreLp—LOAN GUARANTY, AMOUNT 
REQUIRED, $17,217,242 


Summary of requirements 


Increase (+) 
or decrease 
(—) 1957 
| over 1956 


Estimated Estimated 
fiscal year fiscal year 
1956 1957 


| | 
Actual fiseal 
year 1955 


Average employment Miah rWiudisudadkdeaeaunee 3, 117 3, 449 | 3, 474 +25 


— == | = = 


Obligations: | 
01 Personal services..._....__- $14, 266,006 | $16,362,056 | $16, 417, 242 +-$55, 186 
02 Travel, employee --. 381, 419 446, 850 | 500, 000 +53, 150 
07 Other contractual services | 279, 454 269, 000 | 300, 000 +31, 000 


17, 217, 242 +139, 336 


Total obligations.__.._._. widuinitinaca ase 14, 926, 879 | 17, 077, 906 





Note.—The above estimate provides for personal services and traveling expenses of employees engaged 
in loan guaranty activities and for payment of miscellaneous contractual services, such as fee appraisals, 
fee property inspections, credit reports, etc. 

Following is a series of tables reflecting the volumes of indicated program activities during fiscal year 
1955 and the volumes expected to be experienced during fiscal years 1956 and 1957. 

Mr. Pures. I don’t see these figures. 

Mr. Tuomas. Salary cost of $16,417,242 against $16,362,056 for 
1956 an increase of $55,186. 

How much business do you intend to do this year as compared to 
last year? You say you did about 26 percent last year. 

How many new starts did you have last year! 

Mr. Sweeney. Of housing starts we did abut 390,000 or about 30 
percent. 

Mr. Tuomas. What is your anticipated workload? What does it 
look like for next year ? 

Mr. Sweeney. For fiscal year 1957, we feel that we will do about the 
same business we did in fiscal 1956. 

Mr. Tuomas. Aren’t you a little ambitious there? 

Mr. Sweeney. There are several factors that may enter into the 
picture we claimed. 

Mr. Tuomas. That is what we know about the factors. 

Mr. Swerney. The only predominant factor is that we are claiming 
the termination of World War II entitlement which expires in July 
1957 and followin 

Mr. Tuomas. That will be extended so that ought not to be too big 
a pressure. 
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Mr. Sweenry. Mr. Chairman, I do not think we can anticipate the 
Congress, but we have calculated the fact that there is a presumption 
that there will be termination of World War ITI entitlement. 

Mr. Tuomas. You know that.is a valid presumption because they are 
not going to cut off these kids who have not used it. 

Mr. Sweenery. Then we feel confident, also, hat with the human 
behavior instincts of the veteran, they will upgrade their housing 
requirements by the fact that a lot of them are still in two-bedroom 
houses and the families are growing. They are no doubt moving out 
to 3 and 4 bedrooms. 

Mr. Putiurrs. That is what he calls the human behavior pattern, 
increase in families. 

Mr. Sweeney. Sometimes in the concensus of most of the building 
industry, the lending fraternity, they feel that unitwise, that they 
wil] be 1,100,000 units and if we follow the same pattern we have last 
year 

Mr. THomas. There is a difference. You are getting down more 
reasonable. You are down toa million, one. You started off with a 
million three a while ago. 

Mr. Sweeney. I think without upsetting the housing economy and 
to have these units—— 

Mr. Tuomas. Get it down to 950,000, We are going to agree with 
you. 

Mr. Sweeney. I said 1,100,000 but we feel we will participate in the 
new housing units the same as we have last year, this year and in 
fiseal 1957. 

DIRECT LOANS TO VETERANS 


Mr. Tomas. What about mortgage money now? If your boys 
don’t have the mortgage money, what about direct loans? Let us 
go into that. 

They tell me mortgage money is awfully tight. 

Mr. Sweeney. That is true, sir. We are going through a period 
of adjustment here. I think the Federal Government and the finan- 
cial fraternity realize that as soon as we have washed out a lot of 
those overhanging and distressed mortgages in certain parts of the 
country which are being liquidated right rapidly that your commit- 
ments will be forthcoming. 

Mr. Tuomas. What part of your business is direct loans and what 
part of it is mortgage money? Last year of your 335,000 starts, 
what part of it is direct and what part of it is mortgage money— 
direct money against mortgage money. 

Mr. Sweeney. Our direct loans for the calendar year 1955 we have 
made approximately 11,000. 

Mr. Tuomas. Go back to your oldest records. 

Mr. Sweeney. Cumulatively we made 77,215 direct loans, amount- 
ing to $556 million. That program started in July 1950. 

Mr. Tuomas. Let us go back to the last 12 calendar months. How 
many direct loans did you make as compared with your total? 

Mr. Sweeney. About 11,000, sir. 

Mr. Tuomas. 11,000 direct loans out of your 390,000? 

Mr. Sweeney. No, sir; those are not included in there. The two 
perhaps are independent. The 11,000 loans are not included. 

Mr. Tuomas. What part of your total business is direct loans for 
the last 12 months? 
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Mr. Sweeney. I would say, oh, about 2 percent, 

Mr. Tuomas. That is alld. 

Mr. Sweeney. Less than that. 

Mr. Tuomas. You are still doing mortgage business ? 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. Guaranty business? 

Mr. Sweeney. That is right. 

Mr. Tuomas. What is the prospect now for next year, for this cal- 
endar year 1956? 

Mr. Sweeney. For direct loans? 

Mr. Tuomas. Is the demand going to increase for it or decrease? 
Will it be constant or what? 

Mr. Sweenry. The Housing Act of 1954 created a new program. 
The volunteer home mortgage credit program which was primarily 
sponsored by the life insurance company, the mutual savings banks to 
dispose of the direct loan program and the secondary market for 
Fanny May. We have cooperated with that program since the Ist of 
January last and most of the direct loan applications have been re- 
ferred to the various regional committees. They are presumed to be 
making most of the direct loans in the rural and semirural areas. ‘To 
date I think they have made close to 6,000 loans. That added up, until 
I think the last of November, to something like around 55 or 60 million 
dollars. 


AVAILABILITY OF MORTGAGE FUNDS 


Mr. Tuomas. They are doing a little bit. It is not too much. We 
took a look at that not long ago. They are not doing too much busi- 
ness. It is helping some in the smaller towns and outside of the big 
city areas, the financial areas, it is doing some good and they are to be 
commended but what is your judgment now as to what the calendar 
year 1956 holds in the way of mortgage money? It is awfully tight 
as of today. The boys tell me every place I have been that it is tight. 

Mr. Puturrs. Why is that ? 

Mr. Sweeney. As far as mortgage money is concerned, Mr, Chair- 
man, as you are well awere, there are contemplations that as far as 
— expansion, particularly in the first half of the year there will 
ve great demands for credit. But on the other hand, those institu- 
tions that invest primarily in mortgages, the savings and loan, the 
mutual savings banks and there is a goodly portion of the life in- 
surance money goes into the mortgages, they feel confident that during 
this year, sometime starting not too long in the future, that they will 
begin initiating these mechanics where this mortgage money will flow 
because they realize that there is a great prepayment of loans, amorti- 
zation factor and there is also contemplation since they feel that this 
year we will have high level economy, that there will be an increase 
in personal savings, a portion of which will naturally go into those 
institutions which will reinvest in mortgages. Now you do have a 
geographical dislocation but some of it was sloughed off. I am now 
referring to the west coast and Southwest. Our figures indicated in 
our own program, FHA, and even in conventional lending, that de- 
mand has been curtailed in the last 60 days in those particular areas. 

Mr. Tuomas. Demand has been curtailed for the simple reason that 
folks know they can’t get mortgage money. What part of your vet- 
erans can’t get mortgage money ? 
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Mr. Sweeney. We still have a great demand from the west coast. 

Mr. Tuomas. What percentage of your veterans do you turn down, 
either for direct loans or because they can’t get mortgage money! It 
is tight everywhere outside of New York and a few financial centers. 

Mr. Sweeney. Mr. Chairman there isn’t any way to relate the num- 
ber of veterans that want houses per se and to give you an indication 
of how many have been turned down. We have various reports that 
the demand is still heavy and there are a lot of builders and there are 
a lot of sellers that cannot get the financing. Therefore, veterans can’t 
get it. I would not have any way to hazard a quess as to what number 
are turned down. 

Mr. Tuomas. If a builder and developer can’t get his mortgage 
money, he doesn’t have anything to sell and if the veteran wants to 
buy, there is nothing for him to buy. So you go around in a circle 
there. 

Mr. Sweeney. There is no doubt that many veterans are being pre- 
cluded from purchasing houses today due to lack of money. 

Mr. Tuomas. What is the answer to it? How long do you think 
this lack of mortgage money is going to continue ? 

Mr. Sweenry. During this calendar year money will flow. I do 
not know whether it is going to start up at the same rate it did back 
in 1954 or in the spring of 1955, but there is no doubt that the insurance 
companies, the mutual savings banks who invest heavily in mortgages 
will start initiating their commitments. I understand that in some 
quarters that some of the larger insurance companies have now started. 

Mr. Tuomas. You are in touch with the money market and mortgage 
market all the time. What is your judgment on it? Are they going 
to unlax any time soon ? 

Mr. Sweeney. I can’t speak for what the regulatory bodies are 
going todo. You are referring to the Federal Reserve or Treasury ? 
I do not know. 

Mr. Tuomas. Where do they come into it? Where dose the Federal 
Reserve come into the picture / 

Mr. Sweeney. In the mechanics there are two phases of it: the 
question with the open market committee of life insurance companies 
selling bonds. On the other hand the question of a commercial bank 
extending credit. ; 

Mr. Tuomas. Give us a little something. You know all about this 
subject. : 

Mr. Sweeney. I am an infant in this game, sir. I don’t profess to 
be a financial economist. ; : 

Mr. Tuomas. Your modesty is very becoming but tell us about it. 

Mr. Sweeney. For all practical purposes, as far as the Federal 
Reserve is concerned, you know they have the mechanics whereby they 
can set up reserve requirements and rediscount rates. 

Mr. Trromas. Dose that apply to commercial banks or to whom does 

hat apply ? ; 
Mr. Baebiee. Commercial banks and indirectly your other finan- 
cial organizations because they are precluded from 

Mr. Tuomas. What you are saying, then, is, they can keep the com- 
mercial banks out of the field, can’t they? _ os 

Mr. Sweeney. They can limit the extension of credit, that’s right. ' 

Mr. Tuomas. They can keep them out. If they do not give them any 
starting money there would not be too many houses built, is that not so? 


That is, unless the insurance companies do it! 





Mr. Sweeney. Or the savings and loan industry, the savings banks. 

Mr. THomas. The commercial banks have been in the field right up to 
their necks, have they not? They have been a big factor in the housing 
picture. 

Mr. Sweeney. In the initial credit for construction money. 

Mr. Tuomas. That is the first big step, the initial credit and that is 
where the ball gets started rolling and without it that ball never gets 
started. 

Mr. Sweeney. And your standby credit, the credit colloquially re- 
ferred to as warehousing operation. Sometimes the builder or someone 
hypothecates mortgages until sometime a secondary investor has ac- 
cumulated funds to take them off and that temporary arrangement is 
helpful, also. 

Mr. Tuomas. What is the distinction, the tie-in between the ware- 
housing process and the first step you just mentioned there? What is 
the point at which the Federal Reserve comes in? 

Mr. Sweeney. First of all, the construction money is usually ex- 
tended provided that the builder or the sponsor has a takeout commit- 
ment, usually from a secondary investor. Immediately, admittedly 
most of the niutual savings banks, insurance companies, went at a rapid 

rate last year and they apparently waited until the year end to find 

out—there are many factors that enter into it—whether they were 
going to have all of the loans come in on the commitments that had 
been issued. 

Now, for example, experiencewise you may have issued a commit- 
ment, say for $10 million, anticipating you are going to get $8 million. 
Unfortunately, last year there was very little mortality in those com- 
mitments. Most insurance companies were getting $9,990,000 loans. 
So with the demand carrying in, there was not any cushion in there. 
Now they apparently have came year end and taken inventory. 

Mr. Tuomas. But the commercial banks were about the biggest 
warehousemen of all, were they not? 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. How can Fed handle the commercial banks now ? 

Mr. Sweeney. How can what? 

Mr. Tuomas. The Federal Reserve System—what will they do to 
commercial banks in regard to warehousing these loans ¢ 

Mr. Sweeney. They could relax on them. 

Mr. Tuomas. Could or did ? 

Mr. Sweeney. They could. 

Mr. Tuomas. And did. Goahead. 

Mr. Sweenry. Well, I don’t know whether they ever took any 
direct action on it. The question is whether the extension of credit 
was leading to building a boom on a boom. Extending this credit 
here and 

Mr. Tuomas. Well, they either directly or indirectly let it be known 
to the commercial banks that to cut down on these warehousing opera- 
tions would be a good thing to hold down this inflationary spiral, so- 
called inflationary spiral. That was accepted fact in the building 
trade, was it not ? 

Mr. Sweeney. That is right. 

Mr. Tuomas. Go ahead. 
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Mr. Sweeney. To follow through on any forecast about the avail- 
ability of mortgage money, Mr. Chairman, you stated a while ago the 
first thing to do is to get a commitment for takeout, so that the com- 
mercial banks can extend construction money. I think these factors are 
now adjusting themselves and I would not be surprised as I said a while 
ago, that we are coming into spring building, that those things will be 
stepped up and I feel confident that you are going to build between 1 
million and 1,100,000 units this year. I do not think that anybody is 
going to attempt to do anything that would retard the construction 
industry. 

Mr. Tomas. Summarizing what you have said, then, in your judg- 
ment—and we certainly have a healthy regard for it, we think you 
have done a fine job, and you are qualified eminently to speak on this 
subject—that the construction industry and certainly the VA’s part 
of it is going to be just about as good as it was last year; not quite, 
but to the tune of about 1 million to 1,050 ,000 starts ? 

Mr. Sweeney. 1,100,000 

Mr. Chairman, may I interject the point that some of these builders 
are going to have to adjust their price to their houses. I understand 
in some parts of the country they have reached the saturation of the 
houses over $15,000 and $18,000. It is axiomatic that the higher price 
the house is the more money you use up. 

Mr. Tuomas. Since you use that word, it has been sticking in my 
mind for 6 months, haven’t we generally reached a saturation point to 
anything in excess of $9,000 for new starts and most of the 900,000 
starts, if they are going to be in the bracket from $9,000 through 
$12.000 

Mr. Sweeney. I did not quite follow you. 

Mr. Tuomas. Haven’t we reached the saturation point where you 
are not going to build anything beyond $9.000 to $12,000 for your 
950,000 starts and those starts are going to be in the price bracket from 
$8.000 to $12,000, say? That is, 80 percent of them, or 90 percent 
of them ? 

Mr. Sweeney. If the building industry would build houses between 
$8.500 and $9,000 

Mr. Tuomas. There is the untapped market; is it not ? 

Mr. Sweeney. You would build 1,300.000 or 1.400,000 new houses. 

Mr. Tuomas. Or 1,500,000. I agree with you there. 


COMPLIANCE INSPECTIONS 


Mr. Evrns. I have two auestions, Mr. Chairman, on this subiect. I 
understand that the legislative committee continues to receive com- 
plaints of poor construction. I wonder what you are doing in the way 
of inspection on VA houses under this loan guaranty program ? 

Mr. Sweeney. Congressman, we will have to admit there is no ner- 
fectly built house. I think anvbody can go into a house and criticize 
it but to answer you snecifically. continually we are admonishing our 
offices to have our staff go out and not only spotcheck the houses them- 
selves but spotcheck the work of the comnliance inspectors. 

Mr. Evins. It is your policy to check about 10 percent of the houses 
constructed under the loan guaranty program; is that correct ? 

Mr. Sweeney. Not only the homes but to check 10 percent of the 
compliance inspectors’ work themselves. 
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Mr. Evins. Is your budget adequate to do this 10-percent checking 
job? 

Mr. Sweeney. Well, Mr. Chairman, Mr. Stone has continually ad- 
monished these folks. I do not know whether they have translated that 
insofar as travel is concerned. I may have to refer to Mr. Monk. 

Mr. Monk. We believe the budget is adequate to do that job. We 
are asking a slight increase. 

Mr. THomas. We went $1 million above your own estimate last year. 

Mr. Stonr. We spent a million more than that. 

Mr. Hieiery. I think we should state here that it is very hard to 
find, these people. We have a great deal of trouble recruiting people 
with required qualifications. 

Mr. Tuomas. I do not understand why you spent 2 million more 
than that. Where did you get the money ¢ 

Mr. Monk. Savings we made elsewhere. 

Mr. Evins. Even with that you are only permitted to do about 10 
per cent under the loan guaranty program / 

Mr. Srone. That isa minimum. We ask them to make a minimum 
of 10 percent of compliance inspections of the work of the people. 
That is checked by our staff people going out and we are trying to 
hire a few more people. 

Mr. Evins. The Legislative Committee is holding hearings in Cali- 
fornia and in Colorado on this subject at the present time and the com- 
plaint is that the Veterans’ Administration never comes around and 
does the inspection. Certainly not enough. Do you have enough 
funds to do adequately the job in this field ¢ 

Mr. Srone. The compliance inspection itself is not paid from ap- 
propriated funds. That is on a fee basis, and the builders usually pay 
for three inspections. Of course, if you are talking now about check- 
ing the compliance inspector’s work, we have not had enough people 
to do it. Neither have we had enough money to do it, I am informed 
by the regional offices. 

Mr. Evins. Your policy is only to check about 10 percent of the 
cases ? 

Mr. Srone. I have required them to do a minimum of that. We 
will do just as many as they can possibly make. 

Mr. Evins. How many inspections or investigations under loan 
guaranty program did you make last year ? 

Mr. Stone. I would not have any idea. We do not have to have any 
report on that. 

Mr. Yates. How do you know that you did 10 percent ? 

Mr. Srone. We rely upon our managers. That is our direction to 
them. 

Mr. Yates. You dont check up on your managers ¢ 

Mr. Stone. We do in supervisory work. 

Mr. Yares. For all you know there may not have been a 10-percent 
check. 

Mr. Stone. That is right. 

Mr. Sweenety. We have monthly reports in from the field offices 
telling what percent of the units are spot checked. 

Mr. Evins. You ought to have the total made for last year, then. 
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Mr. Sweeney. I do not have the figure here but out of the 390,000 
under our compliance inspection, say about 28,000 or 29,000 of those 
units were reported as being inspected. 

Mr. Evins. Were reported as being inspected ? 

Mr. Sweeney. I am not saying it was done. 

Mr. Puiturrs. That is what, about 9 percent ? 

Mr. Yates. Nine percent. 

Mr. Sweenry. There are a lot of other factors in there, as Mr. Stone 
says. There is a continual training program. We have asked these 
offices to bring in these inspectors and have periodic meetings with 
them to tell them what their requirements are with the idea they can 
do a better job. 

Mr. Puivuips. What relation is there between your inspections and 
compliance, or your inspections and the complaints about which Mr. 
Yates was inquiring? Do you have these complaints and when you 
have these complaints, do you immediately inspect ? 

Mr. Sweeney. There are degrees of complaints, Mr. Congressman. 
What our complaint procedure is that if the veteran should contact 
our office and complain about the efficiency of construction, the office 
immediately contacts the builder and reports to him and has him go 
out and do the work necessary to satisfy that veteran. On the other 
hand, we have other types of complaints come in here where we find in 
a review of the file that—again it is the degree of complaint—there is 
some deficiency ; the office sends out one of its own staff men to go out 
and look the property over, and then determine whether it is the 
builder’s responsibility or otherwise. 

Mr. Yares. How many such instances were there? I know that 
several years ago there was an outburst of criticism that reached almost 
scandalous proportions of the way the veterans were being bilked by 
unscrupulous contractors. What assurance do you have now that the 
same thing is not taking place? You say that when you receive a 
complaint you send out and try to see whether the contractor will 
satisfy the veteran? Do you ever follow up to make sure that this 
occurs ? 

Mr. Sweeney. Yes, indeed. 

Mr. Yates. Do you know how many such complaints there were last 
year? 

Mr. Sweeney. We do not have the total veterans’ complaints. 

Mr. Yares. How do you know whether or not that situation has been 
cured if you do not know the number of complaints. How do you 
know that the situation that was so bad a few years ago has been cured ? 

Mr. Sweeney. You are referring to these cases in the reports of the 
Rains committee and the Teague committee, where they had problems 
of drainage, wet basements ? 

Mr. Yates. Improper materials, defective workmanship, etc. 

Mr. Sweeney. We do have some of those cases occurring even today, 
even though we try to crack down on our offices and our compliance 
inspectors to see that there is conformance. 

Now, we continually hammer on that. You have people—I may 
be facetious—say that God created the Ten Commandments—but 
people go to church on Sunday; we rely on the integrity of our offices 
and the builders. but you get some people involved in a building game 
who are primarily devoted to other professions, but they get in on 
this game and we think they have technical know-how to go forward. 
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Unfortunately, somewhere along the line the compliance inspectors 
or our own staff slip up, and try as we may to emphasize the need 
and the necessity of the fairness of inspection, we do have these 
isolated cases. 

Mr. Yates. Mr. Sweeney, the thing that bothers me is that you do 
not know how many such complaints there were. Do you not have a 
tabulation of the number of complaints? Would you say that there 
has been no substantial number of such complaints ? 

Mr. Sweeney. No, sir; I do not say that. The degree of the com- 
plaints that come into the office could be the door stuck or the window 
leaks as against a real construction deficiency. With respect to the 
type of cases I think you have in mind, where a whole subdivision 
has problems with wet basements or drainage problems, we do not 
have those reported in to us because the regional offices are admonished 
to go out ana have that corrected. That failing, they take action to 
suspend the builder. We do have a report of those coming in. Un- 
fortunately, I do not have figures with me but we do suspend builders 
when they do not perform to correct the deficiency to the satisfaction 
of the Government and the respective veteran purchaser. 

Mr. Yates. How many such instances occurred ? 

Mr. Sweeney. I do not have those figures with me. 

Mr. Stone. Over 874 suspensions. Currently there are less that 400 
that, we actually refuse to do business with; a little less than 400. 

Mr. Yates. What was this $1 million that you testified to as being 
used for supervisory purposes and you stated that you had increased 
it by another $1,900,000. What was the purpose of that appropria- 
tion ? 

Mr. Monx. That was $1 million added by this committee to our re- 
quest last year. 

Mr. Yares. For what purpose? Money for support of the loan- 
guaranty programs? 

Mr. Monx. Money for support of the loan-guaranty programs. 
Not earmarked as to any specific part of it. 

Mr. Yates. One further question. Mr. Thomas and Mr. Sweeney 
agreed that the present market is a $9,000 house. Where can you build 
such a house ? 

Mr. Sweeney. Sir, in some areas you can still build a $9,000 house. 

Mr. Yares. In Chicago, for example? 

Mr. Sweeney. I doubt it. 

Mr. Yates. Anywhere in the North? 

Mr. Tuomas. I saw one on Long Island for $5,500. There was a 
sign posted on the house: $5,500. 

Mr. Stone. The land would be that much up there. 

Mr. THomas. There are dozens of them on Long Island. 

Mr. Yates. How big a house, besides the basement ? 

Mr. Strong. No basement. 

Mr. Tuomas. Let us come back at 1 o’clock. 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee come to order. 
Before we recessed for the lunch hour we were discussing the loan- 
guaranty section. 





LOAN GUARANTY PROGRAM WORKLOAD DATA 


Mr. Reporter, at this point in the record will you insert pages 5-55, 
5-56, and 5-57, showing foreclosures, table 3, pages 5-58. 
(The information referred to is as follows :) 


Taste I.—Summary of major workload items 
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TaBLeE II.—Estimate of guaranteed insured loans outstanding 
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TaBLE III.— Estimate im em acelui 


} 
Estimated | Estimated 
fiseal year fiscal year 
1956 | 1957 


| | 
Guaranteed-insured loans outstanding at beginning of year---| 2, 915, 321 | 3, 271, 699 3, 667, 432 
NR cibbnichn cndetersintions ; 2, 820, 667 3, 202, 177 | 3, 612, $25 
eas ees viva : sae 27, 467 | 25, 751 24, 814 
SN bcc nen auamegnemire’ vakmeicensie 67, 187 | $3, 71 | 30, 283 


Actual fiscal 
year 1955 


Default incidence: 
Home 
Farm ibaeeddwooekseee 
Business... - -- 


Defaults reported (to table IV) 
Home... 


Farm. 
Business_. - . .-- 





LOAN GUARANTY PROGRAM COSTS 


Mr. Tuomas. Now last year, fiscal 1956, you had a total appropri- 
ation of $17 million plus. Is that a correct figure? ¢ 

Mr. Srone. Yes, sir. 

Mr. Tuomas. For all your administration costs and operations, in 
the field ? 

Mr. Monk. No, this is field only, sir. 

Mr. Tuomas. Where is the overall figure, then, for the district and 
the field ? 

Mr. Monk. The loan guaranty part of the departmental is $422,500. 

Mr. Tuomas. $ $429, 800) ? 

Mr. Srone. Yes, sir. 

Mr. Tuomas. That is departmental and that is to be added ? 

Mr. Stone. The 1956 figure. 

Mr. Tnromas. So the rounded figure for all practical purposes is 
$17,500,000 for 1956, and you have shown an increase of $139,336 for 
the field and a decrease of about $3,000 for the Department; is that 
correct, for 1957 ? 

Mr. Stone. That is correct. 

Mr. Tuomas. That figure represents a million dollar increase over 
the budget estimate ; is that correct ? 

Mr. Monk. The committee put in the bill $15,150,000. The differ- 
ence between the $15 million that the committee inserted in the bill 
and this figure is the amount of money we have supplemented the loan 
guar anty budget. 

Mr. Tuomas. What was the amount the committee put in ? 

Mr. Monk. $15,150,000. 

Mr. Tuomas. 15.1 in round figures, and that was $1 million over 
and above the budget ? 

Mr. Monk. Yes; correct. 

Mr. Tuomas. Now, you check in with seventeen and a half ? 

Mr. Baxer. The seventeen and a half includes ~ pay raise which 
was enacted after our budget was considered last yea 

Mr. Tuomas. It is still $214 million above’ the ‘budget estimate, 
approximately. 
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Mr. Monk. That iscorrect. However, it does include about a million 
dollars attributable to the pay raise which will come from a supple- 
mental appropriation. 

Mr. Tuomas. Who missed the guess that bad ? 

Mr. Monk. We all missed it. 

Mr. Tuomas. Where did you get the other million and a half dollars 
from over and above what the Congress gave you for this specific 
purpose ¢ 

Mr. Monk. We took it out of savings in other areas. 

Mr. Tuomas. In the Veterans’ Administration ? 

Mr. Monk. Yes, sir. 

Mr. THomas. What do you mean by other areas? 

Mr. Monx. Finance, administrative, central office. 

Mr. Tuomas. You took it from other subject matter within the 
Department of Benefits—pensions, and rehabilitation and so forth, 
and applied it to houses? 

Mr. Monk. We did not take any from pensions or other direct 
benefits nor from rehabilitation. We had to supplement rehabilita- 
tion a little bit. 

Mr. Tuomas. What is the use of going through this hair pulling 
and this back-breaking work and allocating a certain amount of 
money and then you check in with a variation of $314 million, which 
is perhaps 20 percent more than you justified when you were here? 

Mr. Hiatey. It is very difficult to justify 15 months ahead of time 
what those starts are going to be sometime or even a few months. 

Mr. THomas. I agree with you on the starts, but it certainly ought 
not to be hard to figure out in advance the administrative costs. 

Mr. Monk. I believe we told you last year that we thought that the 
million dollars the committee added probably would not be enough; 
that we would have to increase that. 

Mr. THomas. Can you put your finger on that language? My 
memory about these things is about average, and my memory is 
that we had to force a million dollars on you. You wanted to stay 
with the budget estimate. 

That business, in mv judgment, of coming here to justifv $14 
million and then the following year we Pepe you spending $1714 
million, we might as well not snend 2 3 days in here justifying 
the budget if you are going to do that. 

You could walk rieht into some limitations on your expenditures 
for next year asa result. 

Mr. Sronr. There was an unprecedented raise in the amount of 
loan guaranty work last year. 

Mr. Troms. Somebody could have come back and reported to the 
Congress, and we would have allocated it to you. 

I think we have shown a disposition of trying to alleviate any 
squeeze you might get into by going over the budget a million dollars. 

If everybody did like this Department did, there would not be any 
use for the Congress. All we would do is turn over to you a blank 
check. That is not hard to follow, is it? 

Mr. Kersey. In the Administrator’s statement last year he stated: 

The estimates with respect to the loan guaranty and vocational rehabilitation 
and education programs were predicated upon the belief at the time such 


estimates were made that the volume then being experienced would not continue 
through the 1956 fiscal year. Personnel in the loan guaranty program are related 
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generally to the volume of appraisal assignments and applications received. The 
budget estimates for the fiscal year 1956 are predicated on monthly averages of 
54,166 appraisal assignments and 37,916 applications received. The monthly 
averages for those activities from July 1, 1954, through December 31, 1954, were 
84,736 and 55,554, respectively. 


Which indicated our concern at that time as to the figures in the 
budget. 

Mr. Tromas. Now, turn to Mr. Sweeney’s testimony. We suggested 
to him some amount over and above the budget estimate, and it was 
with some reluctance we got anything like a figure out of him. That 
still is not an excuse for going above your funds to the tune of 20 
percent. 

Do you have a transferability clause with these funds? 

Mr. Baxrr. That is in the appropriation “General operating ex- 
penses” and is available for use in any program financed by that 
appropriation. 

We try to gear it as closely as possible to the anticipated workloads. 
If they do vary, we have to vary our plans accordingly. 

Mr. Tromas. What is all that you are saying? You are taking it 
rather fast. You have a 5 percent transferability in your insurance 
programs, and that is it. 

Mr. Baker. That is right; this has been all one appropriation. The 
loan guaranty program is a part of general operating expenses 
appropriation. 

Mr. Tuomas. You have separate justifications and separate items? 

Mr. Baxer. Yes, within general operating expenses appropriations, 
sir, which covers all the administrative costs of handling the various 
benefit programs of the agency. 

We attempt to predict as accurately as we can the volume that we 
expect in any segment of it, but if those loans vary as they do, because 
we have no control over them, then it requires an adjustment in the 
plan over the total amount estimated. 

Mr. Tuomas. Then you have a deficiency account and the Bureau of 
the Budget takes care of it, too, which you use when it suits your 
convenience. 

Mr. Baker. We are under the control of the Bureau with respect 
to apportionments and we are guided by their direction in that respect. 

Mr. Hierry. If we are short in the program, you said we could come 
back for more money. We, of course, have to report to the Burean of 
the Budget, that we are running behind on a program. Rather than 
request a deficiency they may tell us that if we are saving money for 
instance, in vocational rehabilitation and, we will permit you to use 
that money to make up for the shortage that you are experiencing in 
loan guaranty. 

So it is with their blessing that a transfer of that kind is made in 
lieu of coming to Congress for an additional amount of money. 

It would be a case of asking for more money when we have a chance 
of having a surplus some other place. 

Mr. THomas. Now, for 1957 you are showing an increase in the field 
here of $139,336, making a total of $17.217.000 and then four and a 
quarter thousand dollars, or thereabouts, additional for departmental 
work. : 

Now, is this going to be enough money for you to get the job done? 

Mr. Monk. If the workload is as we have it projected in this budget, 
we believe the funds in here are adequate. 
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Mr. THomas. How many units do you think you will be able to start 
with this fund compared to what you did last year? The same amount, 
is it not? 

Mr. Monk. About the same, yes. 

Mr. Tuomas. It will cost a little bit more because you have a little 
bit more money. 

Mr. Stone. We need more attention to be paid to the projects by 
our people in the office, too. 

Mr. Tuomas. In the field ? 


Mr. Stone. In the field, but to get out into the field from their 
regional office. 


PROCESSING TIME FOR LOAN GUARANTY APPLICATIONS 


Mr. Tnomas. What is your lead time in here now from the time an 
application is filed in your regional office until it is processed and 
approved? How long does it take? 

Some complaints were made that in a good many offices last year it 
would take 6 weeks to 2 months. They thought it was too long. 

Mr. Sweeney. On the appraisal requests, they have improved the 
time in a good many offices to an average from 6 to 7 weeks. 

Last year we had many offices complaining it took anywhere from 
2 to 3 months to get them through. Some of the delay attendant on 
the filings now is due to the fact that a good many of these builders 
now are meeting a competitive market and they are resubmitting with 
alotof changes. That is creating a headache. 

T would say that the time of appraisal request from proposed con- 
struction has been reduced considerably in the last 6 or 8 months. 

As far as loan applications, most offices are reasonably current. We 
think if they can get a commitment out on an application within 10 
days that is reasonable and most offices are hitting that target except 
a few of the larger ones where we are still getting flooded with appli- 

cations, particularly at the end of the month. 

I would say that currently we are in pretty good shape. 

Mr. Tuomas. Mr. Sweeney wants to leave town this afternoon to 
go to Chicago where the home builders are having a national conven- 
tion. If there is no objection we will let him go now. 

Mr. Sweeney. May I thank the Chairman. 

Mr. Tuomas. It is nice of you. You go ahead and make them a good 
speech. 


COST OF ADMINISTRATION OF COMPENSATION AND PENSIONS 


Let us take a look at compensation and pensions. Who is handling 
that now ? 

Mr. Stone. Mr. Brooks is acting chief. 

Mr. THomas. Will you insert 5-41 in the record at this point ? 

(The material referred to is as follows :) 
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DEPARTMENT OF VETERANS’ BENEFITS, FreELD—COMPENSATION AND PENSION. 
Amount ReQuiRepD, $21,616,000 


Summary of requirements 


— - 

| = } 4 } -rease ) 

Estimated Estimated | a oes kt 
fiscal year fiscal year (=) 1957 
1956 1957 over 1956 


| Actual fiseal 
cape year 1955 
| 


—_—__ + OS a - | ------—-—--—- - ——- 


Average employment. -_. J < 2, 845 | 


Obligations: 
01 Personal services Oe 7 . $22, 065, 082 $22, 244,820 | $21, * 675 
02 Travel, employee. -- eee 40, 848 41, 180 37, 325 


Total obligations_- ae 22, 105, 930 22, 286, 000 21, 616, 000 — 670, 000 


Note.—The funds requested for this activity are to provide for the administration and adjudication of 
disability compensation and pension benefits payable to living veterans and the compensation, pension, 
burial, insurance and indemnity benefits payable to dependents and beneficiaries of deceased veterans. 


Summary of major workload items 


i | > 
Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1955 1956 1957 





Rating actions (disability) - si eo 1,204,445 | —-1, 200, 000 | 1, 145, 000 
Authorization actions (disability) 799, 592 750, 000 | 750, 000 
Rating actions (death) ___ 85, 626 86, 500 | 87, 500 


Authorization actions (death). : 514, 492 519, 000 526, 000 


Mr. Tuomas. You have personal services here, $21,578,675 for 1957, 
which is a decrease of $666,145, and this is for the field. What pages 
for the district? 

Mr. Baker. Page 5-9, sir. 

Mr. Tuomas. What is it, $603,184, which is plus $58,000 in excess of 
1956, making a total of $22.2 million? Explain this workload table 
here to us. 

Mr. Monk. On 5-41? 


WORKLOAD DATA 


Mr. Tuomas. Yes. That page is in the record. 1,145,000 rating 
actions against 1,200,000 for 1956. 

Authorization actions (disability), same figure, 750,000. 

That looks like a little guesswork there. 

Rating actions, 87,500 against 86,500 for 1956. 526,000 against 
519,000 authorization actions. 

What do these figures mean ? 

Mr. Brooks. The rating actions are made up of all the ratings that 
are performed by the rating boards. They include ratings on “initial 
claims, claims for increase, ‘ratings on scheduled examinations which 
could be increased or decreased. 

They include ratings which are terminations and disallowances. 

The authorization actions include all or iginal awards and disallow- 
ances, the awards for increases and decreases, the stop-payment notices 
and awards which are not made as a result of rating, but because of 
dependents. 

Mr. Tuomas. When you have one rating you kill 3 birds with 1 
stone ? 
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Mr. Brooks. No, sir; a rating is made on an examination report, or 
ona 

Mr. Tuomas. It is on that same rating you make an award, too, is 
it not ? 

Mr. Brooxs. Yes, sir; but you do not make as many awards as you 
do ratings because many of the ratings are confirmed ratings. An 
examination report comes in which does not show any change in the 
veteran’s condition. That is a confirmed rating. 

Mr. Ostertac. Is that a rerating ? 

Mr. Brooks. Yes, sir. 

Mr. Tuomas. What is the total number of actions, call them what- 
ever you want to? 

Mr. Brooxs. The total number of actions in the division is the total 
of the ratings plus the authorization. 

Mr. Tuomas. This is in the department of benefits now ? 

Mr. Brooks. Yes, sir. 

Mr. Tuomas. Well, this is a tremendous workload, is it not? 

Mr. Brooks. Yes, sir. 

Mr. Tuomas. This isa big item, is it not? 

Mr. Brooks. Yes, sir. 

Mr. Tuomas. Is it a couple million ? 

Mr. Monk. It was 214 million in 1956. 

Mr. Tuomas. What is your estimate for 1957 ? 

Mr. Monk. 2,508,000, a very slight decrease. 

Mr. THomas. What does that mean? About a thousand evaluations 
of claims on pieces of paper and from that thousand or million you 
will have three different actions based on it ? 

If a man files for an application for increase in pension, you ap- 
prove, deny, or leave it where it is and you have a category where you 
fill out 3 entries and yet it is 1 action. 

Mr. Brooks. No, sir; you would make one award. You would 
increase him or reduce him. There would be no award action if there 
is a confirmation, simply the rating action. No award action on a 
confirmation except to advise a man he has been examined and there is 
no change in his rating as a result of that examination. 

There were 2,500,000 actions. 

Mr. Tuomas. How many people do you have involved here?’—3,845 
in 1957 against 3,949 in 1956. Dependents’ service; what do you have 
here? Thisis another one of your big ones; is it not ? 

Mr. Brooks. Yes, sir. 

Mr. THomas. You have 942 employees? 

Mr. Brooks. In the dependents’ service for 1957, it is 942—that is 
on the next page—for the veterans’ service, 2,903. 

Mr. Tuomas. We will put this table on page 5-42 in the record, Mr. 
Reporter. 

(The material referred to is as follows :) 
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Breakdown of personnel requirements by major organizational function 


Actual, fiscal | Estimated, | Estimated, 
year 1955 | fiscal year 1956 | fiscal year 1957 
Veterans’ service noc 3, 032 | 950 | 2, 903 
Dependents’ service 1, 125 | 942 


Total average employment. -_._-_--- nrasnstenenl 4107 | 9 3, 845 


Norte.—In general, claims from veterans of World War I, World War II, and Regular Establishment are 
adjudicated in regional offices; claims from dependents and beneficiaries of deceased veterans of World War 
I and II, and Regular Establishment are adjudicated in district offices. Claims of other types of veterans 
or their dependents and beneficiaries, including Veterans’ Administration employees, foreign residents, 
service before July 16, 1903, and residents of the former Washington, D. C., regional territory, are adjudicated 
at the veterans’ benefits office. 


CONTACT SERVICE 


Mr. THomas. What about your contract service, page 5-37? How 
many do you have this year; 2,019? 

Mr. Monk. No, sir; we have 1,890 in the 1956 budget. 

Mr. Tuomas. 1,826 in 1957, a decrease of 64. Will you put this 
page 5-37 in the record. This is all field. 

(The material referred to is as follows :) 


DEPARTMENT OF VETERANS’ BENEFITS, Frpstp>—Contact, AMOUNT REQUIRED 
$9,234,835 


Summary of requirements 


; 2 Estimated, Estimated, Increase (+) or 
Acee eeet fiscal year fiscal year decrease (—) 
? 1956 1957 1957 over 1956 


Average employment 1, 967 1, 890 1, 826 —64 
Obligation: 
01 Personal services_-_.........---- $9, 368, 200 $9, 470, 435 $9, 114, 835 — $355, 600 
02 Travel, employee 126, 987 120, 000 120, 000 cm 





Total obligations..__.......-- 9, 495, 187 9, 590, 435 | 9, 234, 835 


Summary of major workloads 


Actual, | Estimated, | Estimated, 
Activities fiscal year fiscal year fiscal year 
1955 1956 1957 


Personal interviews: | 
5, 934, 953 5, 883, 657 5, 732, 680 

Away from office Saal 224, 270 220, 000 | 185, 232 
eS Se eee Seer : 4, 982, 627 4, 939, 350 | , 777, 395 
Applications prepared Ss 1, 785, 426 1, 769, 997 | , 807, 502 
Correspondence prepared ---.-.-.-.---.---.-----.--.- 1, 668, 776 1, 654, 185 | , 603, 169 
I oon cnc ccecocauccasucensuacusandes : 1, 924, 769 1, 917, 582 , 808, 028 
Counter interviews. -._-- i : 1, 345, 099 , 270, 482 
Walkouts Gubiahosauna 88, 247 cas 





Mr. Tuomas. How many do you have in the Department now ? 

Mr. Monk. There are 27 man-years in the central office. 

Mr. TuHomas. 1,853 total ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. It might be well, Mr. Reporter, to insert pages 5-38 
and 5-39 in the record at this point. 

(The material referred to is as follows :) 
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The man-year requirements summarized by type of location are as follows: 


| 

| Increase 
| Estimated, (+) or 
| fiscal year | decrease 
1957 (—) 1957 
| 
| 


7 | 
| 


Actual, | Estimated, 
| fiscal year | fiscal year 


over 1956 


Regional offices _ - - --- -- . 829 
VA offices ; IRE 662 
VA hospitals and domiciliaries. i 377. | 370 

Non-VA locations. -- 22 | a 


806 —23 
628 —34 


Total requirements -____------- 96 ee , 7 1, 890 1, 826 


Regional offices: Fiscal year 1955, 878; fiscal year 1956, 829; fiscal year 1957, 806 

For fiscal year 1957, it is estimated that a total of 806 employees will be 
required in the regional office section of the Contact Division. Regional office 
supervisory personnel have the responsibility for the effective operations of the 
contact program at all installations, namely: VA office, VA hospitals and dom- 
iciliaries ,and non-VA locations in addition to having the supervisory respon- 
sibility of the contact personnel situated at the parent regional office. The 
effectiveness of the contact program is as a whole dependent upon the quality 
of work that is done by these employees. 


VA offices: Fiscal year 1955, 683 ; fiscal year 1956, 662; fiscal year 1957, 628 

An average of 628 employees is estimated for fiscal year 1957 at the VA offices 
as compared with an estimated average employment of 662.in. fiscal year 1956. 
These offices generally are staffed by one Contact representative and a secretary. 
At the larger offices situated in metropolitan areas, additional contact personnel 
are assigned as the need arises. For the most part, these offices are located 
at widely scattered and isolated veteran population centers throughout the 
United States. The employees assigned to these offices provide very essential 
service to veterans, their dependents and beneficiaries by assisting in the prep- 
aration of applications, forms and letters, and in answering many questions 
that would normally come to the regional office if the VA offices were not existent. 
As of December 1, 1955, there were 295 VA offices in operation, including 3 
former regional offices now in the category of VA offices. 


VA Hospitals and domiciliaries: Fiscal year 1955, 378; fiscal year 1956, 377; 
fiscal year 1957, 370 


A total of 370 average employment is estimated to be required at VA medical 
installations during fiscal year 1957 as compared with 377 for fiscal year 1956. 
The requirements under this category are based on established criteria, taking 
into consideration the patientload and type of treatment afforded at the individ- 
ual installations. Personnel requirements contemplate an assignment of contact 
personnel at all of the 176 VA medical installations in operation with the ex- 
ception of the VA center, Bonham, Tex., at which contact service on a part- 
time basis is provided from the Contact Division of the Dallas, Tex., 
regional office. Experience has proven that continuance of this service at VA 
hospitals to bedridden veteran beneficiaries is essential to the operation of the 
VA. These contact employees relieve hospital personnel of a tremendous burden 
that would have to be shouldered by that personnel if the contact units were not 
located at these hospitals. No new VA hospitals are scheduled for opening 
during fiscal years 1956 or 1957. 


Non-VA locations: Fiscal year 1955, 28; fiscal year 1956, 22; fiscal year 1957, 22 

Personnel requirements during fiscal year 1957 at contact locations other than 
VA offices under the jurisdiction of regional offices are derived from contemplated 
employee assignments at 5 non-VA hospital type installations and 18 Armed 
Forces installations comprising 3 Army hospitals, 2 Navy hospitals, and 12 Army 
transfer stations, located throughout the United States, to provide contact as- 
sistance to the particular category of veteran-patients, their dependents, and serv- 
ice personnel. The five non-VA hospital installations, namely, State Soldiers’ 
Home, Chelsea, Mass. ; King’s County Hospital, Brooklyn, N. Y.; King’s Park Hos- 
pital, Long Island, N. Y.; St. Elizabeths Hospital, Washington, D. C., and the 
United States Public Health Service, Fort Worth, Tex., are installations with 
an extremely high number of veteran patients, warranting the full-time assign- 
ment of Contact personnel. 
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Travel of employees 

The travel funds are required to assure regular administrative and technical 
supervision by the contact officer or his designate of VA offices, VA hospitals and 
domiciliaries, and non-VA locations under his jurisdiction to evaluate the ac- 
complishment of the mission of the Contact Division and the quality of service 
given veterans and their dependents and to cover transportation and per diem 
costs for the replacement of Contact personnel assigned to cover one-man loca- 
tions during absence for sick, annual, and military leave, 


DeEPARTMENT OF MEDICINE AND SURGERY 


Mr. Tuomas. Let us go to the Department of Medicine and Surgery. 
Mr. Reporter, will you insert page 6-1 in the record. 

And also page 6-2 and part of page 6-3 

(The material referred to is as follows: ) 


Summary of appropriations, $763 ,662,000 
| ae. © he ee 
| Increase (+) 
Fiscal year | Fiscal year | Fiscal year or de- 
Appropriation title 1955, | 1956, 1957, | crease ), 
actual | estimated estimated 1957 over 
1956 


Medical administration and miscellaneous op- 
erating expenses appropriation or estimate____| $14,799,300 | $15, 294, 000 $16, 453,000 | +$1, 159, 000 
Net comparative transfers to (—) or from | 
(+) other appropriations. -_............--- 
Proposed supplemental +805, 600 —805, 600 


Net total 5, 098, 024 | 16, 099, 600 +353, 400 
Inpatient care appropriation or estimate "603, 600, 5 619, 000, 000 , 900, +-43, 900, 000 
Net comparative transfers to (—) or from 
(+), other appropriations eek 
Proposed supplemental | 31, 500 | _| —31, 290, 600 





Net total | 603, 150, 936 , 290, 662, 900; 600 | +12, 609, 400 
Outpatient care appropriation or estimate __-_- 83, 130, 222 2, : 2, 638, 000 +549, 000 
Net comparative transfers to (—) or from 
(+) other appropriations_ ------ ; — 970 , seciellisacii a 
Proposed supplemental - - - ------ iiataaiaianiie --| , 382, —3, 382, 200 


Net total Saeacasrekeutpeeae 84, 071, 192 | _ 85, 47 I, 200 82, 638, 000 — 2, 833, 200 


Maintenance and operation of supply depots, 
appropriation or estimate _ - 1, 578, 393 1, 578, 000 1, 671, 000 | +93, 000 
Net comparative transfe rs to (—) or from | 
(+-) other appropriations_ ---_- ; +65, 810 |_-.- a paca 
Proposed supplemental -- - ----- an ~~ | +64, 200 |. —64, 200 


Co | Sa eee ‘ 1, 584, 203 1, 642, 200 1, 671, 0 000 | +28, 800 





83 1 | 
Department of Medicine and Surgery, appro- 


priations or estimates -- -- 703, 108,489 | 717,961,000 | 763, 662, 000 +45, 701, 000 
Net comparative transfers to (—) or from | 
(+) other appropriations. - -- +795, 866 = 7 = rk 
Proposed supplemental - - - saiatioe ‘ 35, 542, 600 aw —35, 542, 600 


Net total pee ot 703, 904, 355 753, 503, 600 763, 662, 000 +10, 158, 400 


{ 





The Veterans’ Administration is responsible for providing medical care and 
treatment to eligible veterans as authorized by law. The financial requirements 
are budgeted under four operating appropriations as follows: 

(1) Medical administration and miscellaneous operating expenses: Pro- 
vides for the administration by central office and area medical offices of the 
medical care programs of the VA; a program of medical research, educa- 
tion, and training to support the medical care programs; and technical staff 
and services required for the agency construction program. 

(2) Inpatient care: Provides for maintenance and operation of Veterans’ 
Administration hospitals and domiciliaries; care of beneficiaries in contract 
hospital facilities not under jurisdiction of the VA; and aid to State or 
Territorial homes for support of veterans eligible for care in Veterans’ Ad- 
ministration facilities. 





332 


(3) Outpatient care: Provides for operation of clinics rendering medical 
a dental services to service-connected beneficaries on an outpatient basis. 
(4) Maintenance and operation of supply depots: Provides for mainten- 
ance and operation of supply depots which serve all Veterans’ Administration 
facilities. 
PROGRAM OBJECTIVES 


In accordance with the intent of the Congress as expressed by the enactment 
of medical benefit legislation for veterans, the following are the operating objec- 
tives upon which this budget is predicated : 

(1) Medical care shall be rendered to all eligible veterans who request and 
require such care, either in Veterans’ Administration facilities or by con- 
tractural arrangements, when necessary. 

(2) The quality of medical care provided by the Veterans’ Administration 
shall be maintained at a level comparable with the best civilian institutions 
treating similar types of illness. 

(3) To study current and proposed operating standards and to reduce the 
unit cost of medical care by amending or eliminating standards and practices 
which do not meet the criterion of essentiality. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS 
OPERATING EXPENSES 


Program and financing 





1955 actual {1956 estimate | 1957 estimate 


Program by activities: | 
1. Medical, hospital, and domiciliary administration $7, 184, 961 $7, 422, 000 $7, 300, 000 
2. Administration of the construction program 1, 034, 633 1, 108, 800 1, 083, 500 
3. Medical research_ raibe: Paes 4, 767, 849 5, 379, 200 5, 679, 200 
. Prosthetic testing and development bindu’ | 795, 666 989, 600 990, 300 
5. Medical education and training - -_- : 1, 310, 770 1, 200, 000 1, 400, 000 


Tots) enenieme...... 66565456. 25u.~.....- Rae 15, 093, 879 16, 099, 600 16, 453, 000 
Financing: 

Comparative transfers from other accounts — 298, 724 

Unobligated balance no longer available _ __- : 4, on 


Appropriation. __- ___....| 14,799,300 | 15,294,000 | 16, 453, 000 
P roposed supplement al due to pay increases - Sieahceea 2 
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Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Total number of permanent positions 2, O12 2,119 | 2, 128 
Full-time equivalent of all other positions...................- 2 | 44 | 42 
Average number of all employees ‘ 2, 080 | 2,116 
Number of employees at end of year- - otal q 2, 603 | 
Average salaries and grades: 
General schedule grades: 
Average salary ---- -- ehkodkinwasens q | $5, 317 $5, 
Average grade... Se ; 18-7. GS-6.9 Gs 
Ungraded positions: Average salary.................--- - ; $9, 667 $9, ! 
Personal services: } 
Permanent positions a ics --| $10,398,395 | $11,323,800 | $11, 420, 600 
Positions other than permanent. _____-_- 446, 642 449, 500 441, 500 
Regular pay above 52-week base 39, 939 | 43, 500 |__ ; 
Payment above basic rates : : 20, 315 20, 300 | 21, 000 
Total personal services...........................-..| 10,905,201 | 11,837, 100 | 100 
02 Travel: | 
PIINOB ooh bccn ct cetws eeaewpuldosuad : | 816, 237 828, 800 | 2, 200 
Beneficiary - - - Luwewadatwadtadatapehbas hae 77 300 300 
OS Tramapertation of things... ......2.2 225.2 c sce dsccel cass 49, 549 53, 800 53, 500 
04 Communication services------.---- i ahaa seine 66, 138 82, 700 79, 800 
05 Rents and utility services : 65, 657 70, 800 72, 300 
06 Printing and reproduction.-__..........--- ms 7, 600 ; 
07 Other contractual services - - - - saa ae 1, 535, 722 1, 663, 400 , 707, 200 
08 Supplies and materials 943, 972 1, 010, 300 196, 700 
09 Equipment--_-- ; om “el 705, 672 | 536, 400 546, 800 
13 Refunds, awards, and : 1, 162 | 1, 400 : 
15 Taxes and assessments. -------- okgabbudwhien 15, 976 | 19, 800 | 21, 100 
15,105,453 | 16, 112, 400 
11, 574 12, 800 








16, 453, 000 


nes 


15, 093, 879 | 16, 099, 600 | 16, 453, 000 








Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - _-. . $14, 799,300 | $15,294,000 | $16, 453, 000 
Proposed supplem cheating é asain , 805, 600 |__. 
Obligated balance brought forward 2, 161, 267 2, 111, 662 2, 004, 600 


Total budget authorizations available | 16, 960, 567 18, 211, 262 


18, 457, 600 


EXPENDITURES AND RALANCES 
| 
Expenditures— Ai 
Out of current authorizations_ - --- i ale ia Oi 12, 965, 996 13, 606, 400 14, 654, 000 
Out of anticipated supplemental appropriation________- eae 773, 600 | 32, 000 
Out of prior authorizations. - 1, 817, 024 | 1, 731, 000 | 1, 564, 000 


Total expenditures... .._...-. bs dd« ; | 14, 783, 020 16, 111, 000 | 16, 250, 000 
Balances no longer available: 
Unobligated (expiring for obligation) ______- ; 4, 145 | : palncndcoaeec, 
Other ‘ 61, 740 | 62 108, 600 
Obligated balance carried forward aw snens-| 2, 111, 662 5 











Total expenditures and balances ---------| 16,960,567 | 18, 211, 262 18, 457, 600 
i 





Mr. Tuomas. This is medical administration as well as I remember ; 
is it not? 

Dr. Mipp.eton. Yes, sir. 

Mr. Tuomas. This appropriation provides for the administration 
by the central office and area medical offices of the medical care pro- 
yrams of the VA; a program of medical research, education, and train- 
ing to support the medical care programs; and technical staff and serv- 
ices required for the agency construction program. Does that include 
prosthetic devices ¢ 
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Dr. Mipp.eton. Yes, sir; it does. 

Mr. Tuomas. “1955, medical administration cost $14,799,300,” an 
increase in 1956 to $15,294,000. 

You have an estimate for 1957 of $16,453,000, which is an increase 
of $1,159,000 over 1956; is that correct ? 

Dr. Mippietron. Yes, sir. 


PAY ACT SUPPLEMENTAL 


Mr. Trromas. For your medical program you have a deficiency for 
personnel cost of $31.2 million, as well as I remember. 

Mr. Weuts. The pay raise cost for medical administration is 
$805,600. The cost for inpatient care is about $35 million; however 
the supplemental needed will be around $31 million. 

In the outpatient program the cost is $3,382,000. 

The total pay raise cost for medical is around $35 million. 

Mr. Baker. We show $3514 million. 

Mr. Tuomas. The figure I have of 31.2 million is inpatient care? 

Mr. Baker. That is right. 

Mr. Tuomas. The whole program is around 35.5 million; is that 
right ? 

Mr. Baker. That is right. 


AREA MEDICAL OFFICES 


Mr. Tuomas. How many people do you have involved in adminis- 
tration, and how many offices outside the District of Columbia, and 
where are they located ? 

Mr. Scuoren. There are seven area medical offices outside the Dis- 
trict of Columbia. 

Mr. Tuomas. Do you have an area office inside the District, too ? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. Go ahead. 

Mr. ScHorn. Boston, Trenton, Atlanta, Columbus, Minneapolis, 
St. Louis, San Francisco. 

Mr. Tuomas. You go from Atlanta to Missouri and then go into 
San Francisco and everything south of it does not have an area office ? 

Mr. Scuoen. I have a list of States under the jurisdiction of each 
office. 

Mr. Tuomas. Do you have a map showing the jurisdiction of those 
offices ? 

Mr. ScHoen. The St. Louis area, which includes the great State of 
Texas, Arkansas 

Mr. Tuomas. Wait a minute. Why hang it onto St. Louis? If it 
isa great one why hang St. Louis on it ? 

Mr. Scnorn. The area office located in St. Louis, Mo., is responsible 
for activities located in Arkansas, Colorado, Kansas, Louisiana, New 
Mexico, Oklahoma, and Texas. 

The jurisdiction of that area is a total of 25 hospitals, 3 centers; 
that is. the hospital activities at 3 centers including the regional office 
center and 3 centers that are hospital and domiciliary and 15 out- 
patient clinics. 

Mr. Tuomas. How many people do you have in these seven offices 
outside the District of Columbia, and how many do you have in the 
District of Columbia ? 
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Mr. Scnoren. Page 7-4 shows the breakdown. 
Mr. Tuomas. ( ‘entral office is 811 against 831. You have area 
medical offices. How do you break down this? 


PERSONNEL IN A TYPICAL AREA MEDICAL OFFICE 


Mr. Scuoen. They vary somewhere around 25 or 26 personnel, de- 
pending on the various specialities that are covered. 

I have a list here of the types of positions that are covered in each 
of those area offices. We are just in the process of organizing the 
Columbus office, which is a new one. 

But as an example, in the Trenton office—shall I read these ? 

Mr. Tuomas. Go ahead. 

Mr. Scuoen. We have the area medical director, area director of 
professional services, area director of administrative services, area 
chiefs of psychiatry and neurology, dental, nursing, clinical psychol- 
ogy, dietetics, soc ial service work, physici ian medicine and rehabilita- 
tion and special services; we have a medical equipment specialist and 
prosthetic and sensory aid specialist and in the administrative field 
we have finance and budget supply, engineering, safety and fire pre- 
vention, personnel and medical administration representatives. 

Then we have in the way of clerical personnel, 1 stenographer, 
voucher examiner who is also a general clerk, 5 clerk-stenographers, 
and 2 clerk-typists. 

That is a typical office. 


COMPARISON OF OBLIGATIONS BY PROGRAMS 


Mr. Tuomas. Insert this table on page 7-3, comparison of obliga- 
tions. 
(The material referred to is as follows :) 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 
$16,453,000 


Comparison of obliyations by programs 


| Increase (+) 
or de- 

| crease (—), 
| 1957 over 
1956 


Fiscal year | Fiscal year | Fiscal year 
1955, 1956, | 1957, 
actual estimated | estimated 


Department of Medicine and Surgery 7,184,961 | $7, 422, 000 | $7, 300, 000 —$12 2, 000 





Central office 5, 736,968 | 5,837,600 | —_5, 557, 200 | —230, 400 
DSO TE CN ss cctntsdeipnccunsntenats 1, 447, 993 1, 584, 400 | £ 742, 800 | +1: 58, 400 


Assistant Administrator for Construction 1, 034, 633 1, 108, 800 | 1, 083, 500 25, 300. 
Medical research 4, 779, 423 5, 392, 000 | 5, 679, 200 +287, 200 
Prosthetic testing and development 795, 666 989, 690 | 990, 300 +700 
Education and training | 1, 310, 770° 1, 200, 000 | 1, 400, 000 +200, 000 














Total gross obligations 15, 114, 226 | 16, 112, 400 +340, 600 
Less Q. 8. and L —11, 574 | —12, 800 +12, 800 

Net total obligations --__-__- apes 15, 102,652 | 16, 099, 600 
Less transfer from general operating ex- | | 

penses —307, 497 | 
Add unobligated balance, estimated sav- 

BS cn ddebtukabwidentkebdsonicncamianinns | 4,145 | 


Subtotal , 799, 300 16, 099, 600 
Less proposed supplemental.....-.....--- St eee eae — 805, 600 














Appropriation (adjusted) or estimate , 799, 300 15, 294, 000 16, 453, 000 | 


72350—56—pt. 1——22 
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Mr. Tuomas. It is shown in another form, but it is pretty clear. 
The sum total of them shows an increase of $1,159,000 over last 
year. Let us take a look at the “Other obligations” on page 7-1. 


TRAVEL COSTS 


Your travel jumped up from $828,800 to $992,200, an increase of 
$163,400. 

Why the increase ? 

Mr. Scuoen. The increase is caused primarily by the effect of 
Public Law 189 which increased the peri diem. The cost for the cen- 
tral office is on page 7-5—this is for the central office and the area 
offices. It does not include research and the education and training. 

We are asking $389,000 for central office travel, of which $66,000 is 
the increased cost of the per diem allowance, or a net amount of 
$333,000, as compared to the $348,000 we actually spent in 1955. 

So there is actually a reduction in the real amount of money we 
are requesting for travel, after excluding the cost of increased per 
diem. 

Mr. Tuomas. This figure on page 7-5 is employee as well as bene- 
ficiary travel ? 

Mr. Scuoen. No, sir; it is all employee travel, but it is composed 
of travel in connection with research, central office travel and area 
office and also education and training travel. 

Mr. Tuomas. I do not quite understand this figure $398,300 on page 
i-. 
Mr. Scnorn. Within this appropriation the three major segments 
are research, education, and training, and the departmental adminis- 
tration of the program, that is the Department of Medicine and 
Surgery staff. 

Mr. Tuomas. This table is by objects, but it is an attempt to break 
it down in each one of the component parts of the three classifications ? 

Mr. Scuoen. That is right. 

Page 7-5 covers the cost of the Department of Medicine and Surgery. 

Page 7-11 covers the Office of Assistant Administrator for con- 
struction. 

And page 7-19 covers the medical research part of it. 

Page 7-26 covers the prosthetic testing and development. 

And education and training 7-31. 

The table on 7-1 is the total of those five main segments which are 
included in the appropriation. 


PROSTHETIC TESTING AND DEVELOPMENT PROGRAM 


Mr. Tuomas. Prosthetic developing and testing is on page 7—— 

Mr. ScHoen. 7-26 is the object distribution. _ 

Mr. Tomas. Put that table in the record at this point and the 
explanatory language on pages 7-27, 28, and 29. 

(The material referred to is as follows:) 
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ProstHETIC TESTING AND DEVELOPMENT, $990,300 


Obligation summary by object 


| 
Increase (+) 
Fiscal year | Fiscal year | Fiscal year or de- 
1955, | 1956, | 1957, | crease (—), 
actual estimated | estimated | 1957 over 
' 


1956 


Average employment: 
VA employees. - 23 | 24 24 
Average salary __--- $4, 886 $5, 175 $5,175 
Pay increase, Public Law 94__.._...-_-| (110) (400) (400) 
Obligations: 
ER ya a ee $112, 971 | $129, 700 $129, 700 
Medical consultants setae acs al (592) | (5, 500) (5, 500) 
Pay increase, Public Law 94-.......----| (9, 600) (9, 600) 
02 Travel: 
Employee 3, 3, 600 | +600 
Increase travel allowances, Public | 
Law 189 500) | (600) | + (100) 
Beneficiary é 900 j.....---.---5- 
03 Transportation of things ¢ f aiden cn 
07 Other contractual services Le! 567, 2: ; 841, 000 
Employees insurance, Public Law 598 : 
08 Supplies and materials................- 
09 Equipment 
13 Refunds, awards and indemnities_____- 
15 ‘Taxes and assessments 


Total obligations 








Prosthetic testing and development, $990,300 


Provision is made for the conduct of a testing and development program for 
the improvement of prosthetic, orthopedic, and sensory aids, as prescribed by 
Public Law 729, 80th Congress. This VA program, the only such full-scale 
program of the Federal Government, improves the care and rehabilitation of 
approximately a quarter of a million severely disabled eligible veterans, includ- 
ing amputees, paraplegics, and the blind. In addition, as authorized under sec- 
tion 2 of Public Law 729, information on these advances is made available 
through the medical profession, rehabilitation agencies, private industry, and 
otherwise, to improve the care and rehabilitation of disabled persons other than 
veterans. 

The program is coordinated through the National Research Council whose 
specialized committees furnish advice and guidance. The Advisory Committee 
on Artificial Limbs of the National Research Council, in addition to recommend- 
ing projects, provides coordination of the research performed in universities, 
governmental laboratories, and industrial organizations participating in the 
nationwide program. 

As much of the work as is economical and feasible is conducted through 
intra-VA prosthetic testing and development at VA facilities, primarily the 
Prosthetic Testing and Development Laboratory in New York. This laboratory 
evaluates and develops basic ideas for new devices submitted by employees, 
inventors, and manufacturers, and tests new experimental and/or commercial 
devices. During fiscal year 1957, the laboratory will continue many activities, 
such as evaluation of orthopedic braces including prefabricated parts and develop- 
ment of improved models; evaluation of stump socks and use of newer synthetic 
materials; evaluation of special wheelchairs and wheelchair accessories; sur- 
veys of commercially available prosthetic and orthopedic devices ; special studies 
to standardize the many components of appliances; and solutions to technical 
problems of VA orthopedic and prosthetic appliance terms. These activities 
should lead to improvement in device functions, offering greater utility to the 
beneficiary and greater economy to the Veterans’ Administration in the purchas- 
ing, repairing, and maintaining of these devices. 

Through contractual arrangements, facilities of scientific and professional 
resources in universities, nonprofit research institutions, and industrial research 
laboratories are utilized to complement the.work of the VA facilities. The Na- 
tional Academy of Science, under its contract, recommends suitable laboratories 
and helps to weld these many activities into a coordinated VA prosthetic testing 
and development program. Increased funds for the VA prosthetic testing and 
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development program required in fiscal year 1957 will be used primarily to 
support augmented contractual work in artificial limbs. 

Though much progress has been made in artificial limbs since 1945, almost 
every device available is still regarded as a temporary step toward further im- 
provements. In the field of upper extremity devices, new methods of control 
may improve the appearance of the arm, new terminal devices should reach the 
testing stage, and initial steps taken toward introducing an elementary form of 
sensory feed-back to inform the amputee of the position of his arm and the grip- 
ping force which he is exerting. In the meantime, some tentative steps can be 
taken to improve the sensory possibilities even in the present artificial arms 
through ideas which are being developed in the program and which can be 
taught in subsequent upper extremity institutes to the physicians and limb 
makers of the country. 

In the lower extremity field, the hydraulically controllde knee joint should 
reach an advanced stage of testing by fiscal year 1957, requiring a considerable 
number of test models and coordination of the various field agencies which will 
be involved. A good deal of work at the University of California in developing 
an improved basis for above-knee artificial limb fitting anlJ alinement should 
reach the stage of practical field evaluation under New York University’s supervi- 
sion, by fiscal year 1957. In the meantime, fundamental research will be directed 
more toward theories of fitting at other levels and toward the development of an 
improved theory for socket fitting. Small scale efforts in fiscal year 1956 on 
closed-end sockets should lead to much wider use by fiscal year 1957 of this type of 
socket, which will provide greater bearing area and less stress upon the am- 
putee’s stump. Such techniques will also be valuable in control of circulation in 
the amputated stump. A project leading toward better methods of attachment 
of artificial limbs to the body is contemplated for fiscal year 1957 based upon 
increasing promise shown by ideas which have been in the discussion stage for 
a number of year§. Dermatological studies at the University of California, 
combined with pressure gages developed by Franklin Institute and used by the 
Prosthetic Testing and Development Laboratory and New York University, should 
lead to a better understanding of the effect of pressure on tissues and thus 
contribute to the improved design of sockets, harnesses, and other means of 
attachment. 

Though braces will continue to be studied in the Prosthetic Testing and De- 
velopment Laboratory, some contractual work can be done to improve these 
devices, and to study the effect of pulsating pressures to permit the necessary 
high corrective forces without causing pressure sores and the cutting off of 
circulation. Such studies, perhaps begun on brace wearers who are also con- 
fined to a wheelchair unless capable of carrying sources for pulsating air pres- 
sure, can be extended to means of providing pulsating support actuated by body 
sources of energy. Also, work on application of artificial arm principles to arm 
braces, begun in the Prosthetic Testing and Development Laboratory, will be 
expanded further by contract. 

Aids to the blind fall in the two general categories of obstacle detector and 
methods for reading. Haverford College will continue development of the 
transistorized obstacle detector with step-down detector. It is expected that 
advanced models will be ready for testing on a clinical basis by fiscal year 
1957 with the possibility of determining the relative advantages of manual and 
automatic scanning of the terrain ahead of the user. With regard to reading 
methods, work will be begun on a simple machine capable of being used by a 
blind person in his home, in contrast to the more general problem of obtaining 
information either from the printed page or from perforated tapes used to 
control typesetting machines. It is suggested that the simple machine might 
perform less rapidly and might be built at a low price, but it should be capable 
of reading typewritten messages and various type facts. As a result of tests of 
older devices during fiscal year 1956 it is expected that the effort to be made on 
such a simple machine in fiscal year 1957 will be very worthwhile. 

A small sum of money will be used in fiscal year 1957 for contractual work 
in aids for the deafened and hard of hearing. One area which seems worthy of 
particular attention is the general field of binaural hearing which is of special 
importance in locating obstacles. There is a relationship between this problem 
and that of the guidance devices for the blind since a survey of blinded veterans 
indicated that perhaps a quarter had some degree of hearing loss. The im- 
portance of binaural hearing and the contributions of high fidelity to such hearing 
can be studied on a limited experimental basis by a suitably equipped university 
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clinic or laboratory. Due to the highly competitive nature of the commercial 
industry, it is not felt that the Veterans’ Administration need attempt the devel- 
opment of a commercial model of the hearing aid. This is in sharp contrast to 
the problems in artificial limbs, braces, and aids to the blind, where no large 
body of fundamental knowledge and no large commercial industries are available. 


EDUCATION AND TRAINING PROGRAM 


Mr. Tuomas. The next breakdown is on education and training. 
Mr. Scnoen. 7-31 is the object distribution. 

Mr. Tuomas. Put 7-31 in the record. 

(The material referred to is as follows :) 


EDUCATION AND TRAINING, $1,400,000 


Obligation summary by object 





| Increase (+) 

Fiscal year | Fiscal year | Fiscal year | or de- 

Obligations by object 1955, | 1956, 1957, | crease (—), 
actual | estimated | estimated 1957 over 


ORLIGATIONS 


02 Travel, employee 397 | 35,000 | $490,000 | +$105,000 
Increase: travel requirements, Public. Law | 
NCS, Mick Wan tas nw dob bene oes wile kaa w es 58, 800) (81, 600) | + (22, 800) 
03 Transportation of things...............__-- 361 | 5, 000 6,000 |__- a 

04 Communications , 20! , 000 2,000 |..-- 
05¥ Rents and utilities, motion picture film 516 | , 000 
079 Contractual services_.. Set ein ai 530, 526, 500 A60, 000 +33, 500 
0&8 Supplies and materials, miscellaneous__-_- 186, 400 | 235, 000 +48, 600 
09 Equipment, miscellaneous. -_._..........-- 179, 330 | 87, 100 100, 000 +12, 900 
Total, obligations --_- ceatanded tuemeeses | 1,310,770 | 1, 200, 000 1, 400, 000 | +200, 000 

| 





Mr. Tuomas. That program is $1,400,000, and ought not to be 
confused with the vocational education and rehabilitation program. 

Provision is made for program of education and training to attract qualified 
medical, professional, and technical personnel to employment in VA hospitals 
and clinics— 
and so on, 

You have three-other functions. Can you put the finger on these 
three other functions? 


ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


Mr. Scuoen. 7-5. The other one is 7-11. 
Mr. Tuomas. Put 7-11 in the record. 
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(The material referred to is as follows:) 


Assistant administrator for construction 





| 


Increase (+) 


| Estimate Estimate 
a : Actual, fiscal wed , or decrease 
Obligations by objects year 1955 fiscal year fiscal year (—) 1957 


1956 1957 pee 4 


Average employment 153 
01 Personal services. ......- “s 098 
02 Travel, employee 2 
0320 Transportation of things, other____- 0 
0330 Shipment of household goods and other 
personal effects 466 
0400 Telephone and telegraph 
0600 Printing and reproduction... .........--- 0 
Other contractual services ..........--- 7, 992 
Other contractual services (suggested 
VA’s share to Federal Construction 
Council) - - _- 0 0 
Repairs to furniture and ogeipenent 444 4, 200 
Office supplies _ - Jo enn es thea 49, 270 | 75, 700 
F ro. and equipment. 1,319 5, 800 
ee wo: 570 1,000 


1,034,633 | 1, 108, 800 














Mr. Hictry. That is the way it was done. Proposed construction 
must be designed and all the requirements in connection with the hos- 
pital must be put down on paper to start with. 

Mr. Tuomas. Do you do the designing, or do private architects do: 
the designing ? 

Mr. Epaar. Both, sir. We design in our own shop and employ 
architect-engineers. 

Mr. Tuomas. I see you have 149 people. 

Mr. Tuomas. That program shows $1.083.500 for 1957 against 
$1,108,800, a decrease of $25,300. 

The funds requested in this program for 1957 are to provide for personal 
services, travel, and other expenses of the Office of Assistant Administrator for 
Construction in connection with direction of the design and construction pro- 
grams (including related activities pertaining to real property acquisition, dis- 
posal, and other utilization, as well as disaster planning, safety, and fire 
protection ). 

Is that accurate ? 

This Office does not have control of this space utilization 

The big important job of space utilization for your regional offices 
and all the agencies in your regional offices does not come under this 
Office, does it? 

Mr. Scuoen. No. 

Mr. Tuomas. The chief function is to take care of your hospital 
properties ? 

Mr. Hierry. That is right. 

Mr. Tuomas. And the major alterations and repairs of your 
properties ¢ 


Mr. Hietey. Yes. 


HOSPITAL CONSTRUCTION 


Mr. Tuomas. When it comes to construction of new hospitals it 
has been your practice in the past to turn it over to the Corps of Engi- 
neers. What is your practice now? 
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Mr. Puiwiirs. How many architect-engineers have you employed 
outside of your own staff during the last year ? 

Mr. Tuomas. About three times as many as he has in his own office, 
would be my guess. 

Mr. Epnear. We have 17 under contract at the present time. 

Mr. Tuomas. Only 17? 

Mr. Enear. Seventeen firms under contract. 

Mr. Tuomas. What was the amount of dollar expenditure com- 

ared to your own personnel expenditure? Your personnel was $961,- 
(00 for 1956. What were the fees you paid out for architects and 
so forth. 

Mr. Epear. $1,750,000 under contract. 

Mr. Tuomas. And your own personnel cost was $961,700 for the 
fiscal year 1956? 

Mr. Epear. That is the amount paid from “Medical Administra- 
tion” appropriation for my staff. 

Mr. Tuomas. Is that going to be your sum total for the year 1956? 
Would it be nearer $2 million before you get through, or $1 million? 

Mr. Putuuirs. That is probably what they have contracted to spend. 

Mr. Epear. It will be about a million and three-quarters. 

Mr. Tuomas. $1,750,000 ? 

Mr, Epear. Yes. 

Mr. Tuomas. Well, to say the least, we cannot complain about you 
too much, that you are taking work away from private individuals. 
You are spending almost twice as much on the outside as you are 
doing on your own personnel. 
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MEDICAL RESEARCH 


Insert page 7-19, “Medical research.” 
(The material referred to is as follows :) 


Obligation summary by object, $5,679,200 





Increase (+) 

| Fiseal year | Fiscal year | Fiseal year or de- 
1955, 1955, 1957, crease (—), 

actual | estimated | estimated 1957 over 


AVERAGE EMPLOYMENT 


VA employees 737 | 
Average salary | $4, 326 
Fringe benefits, Public Law 763 
Pay increase, Public Law 94 
Consultants 








OBLIGATIONS 


01 Personal services “ , OL, 
Medical consultants . (111, 050) 
SC eae ee (1, 973) 
Pay increase, Public Law 94 (79, 156) 
Fringe benefits, Public Law 763 

02 Travel, employee 
Travel increase, Public Law 189 

03° Transportation’of things 

04 Communications 

05 Rentals__-- gas a4 

07 Other contractual services ‘ " 219, 500 220, 000 
Employees’ insurance, Public Law 598___- \ (12, 300) (13, 100) 

08 Supplies and materials - 636, 482 | 678, 400 | 732, 000 

09 Equipment.._- | 513, 232 428, ~ 

13 Refunds, awards and indemnities_- 7 275 | , 

15 Taxes and assessments. _- ‘ 9, 957 | 13, 








Gross total obligations 4, 779, 423 392, 000° | 5, 679, 200 | +287, 200 
Less quarters, subsistence, and leave —11, 574 | "ie, 800 +12, 800 














Net total obligations- _- “3 4, 767, 849 | 5, 379, 200 B “< 679, 200 | +300, 000 


Mr. Tomas. You do not mean to say you have 904 employees doing 
this research; do you? 

Dr. Mippteton. Yes, sir. 

Mr. Tuomas. How many do you have in training? 

Mr. Mippteton. Practically all technicians, there are no physicians 
included in that group. 

Mr. Tomas. You are more or less upgrading, they are given not 
only refresher courses, but courses in training and study ¢ 

Mr. Scroen. That is under “Education and training.” 

Mr. Tuomas. Whereabouts is your education and training pro- 
gram ? 

Mr. Scnoen. 7-31. 

Mr. Tuomas. This really is education and training rather than 
research. 

Dr. Mippieton. They are two separate elements. One is research 
and the other is the training program. 

Mr. Tuomas. You have this one under “Research.” After all, it is 
training, is it not, Doctor? 

Dr. Mippteton. No, sir. 
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AVERAGE EMPLOYMENT BY ACTIVITY 


Mr. Tuomas. You have a total of 904 employees. That is the figure 
for 1957, all right, 904, but you have it broken down. 

Insert page 7-23 in the record. 

(The material referred to is as follows:) 


MeEpIcaL RESEARCH 


Comparative average employment—Summary by activity 





Increase (+ 
Fiscal year | Fiscal year |; Fiscal year | or de- 
1955, 1956, | 1957, crease (—), 
actual estimated | estimated 1957 over 
1956 


Activity 


Radioisotope research __ - 
Tuberculosis research - - -_ - 
Neuropsychiatric research 
Dental research - - - Ss 
General medical research 


| 
| 


464 


847 





Mr. Tuomas. You have it broken down for 1957, radioisotope re- 
search, 286 employees. 

TB research, 53. 

Neuropsychiatric research, 70. 

Dental research, 8. 

General medical research, 487. 

What do you mean by that? 

Dr. Mippteron. They are technicians scattered through our labs 
and all the hospitals throughout the country. Some nine hundred- 
odd that are doing research. 

Mr. Tuomas. On this table, 7-19, under “Employees research,” you 
have 

Dr. Mipptetron. That is the same group broken down on 23. 

Mr. Tuomas. You call them all employees and the truth of the 
fact is that they are. 

Dr. Mippteton. Yes, sir. 

Mr. Tuomas. Minus the medical help? 

Dr. Mipp.eron. No physicians are included. Physicians primarily 
care for patients but may direct the reseach. They do not have re- 
sponsibility for the laboratory and, therefore, are broken down 
separately. 

Mr. Tuomas. You are increasing this item by $300,000. It cost 
last year $5,379,200, and you are increasing to $5,679,2U0 this year. 

Dr. Mippteton. Yes, sir. 

Mr. Tuomas. Whereabouts are these courses of instruction given, 
Dr. Middleton ? 

Dr. Mippteton. If you wish to go into the research program at the 
present time, we have in all 903 different projects underway, 523 gen- 
eral medicine, 149 neuropschiatry, 101 tuberculosis, and 130 in the 
radioisotope field. 

These laboratories are in 90 different hospitals throughout the 
country. 
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RADIOISOTOPE RESEARCH 


Mr. Tuomas. Do you think you are getting your money’s worth 
accomplishing anything in your radioisotope ? 

Dr. Mippieron. Radioisotopes are really the beginning of many 
important studies in so many fields that we feel that we would be 
very far behind the procession if we were not to keep this program 
active. 

Mr. THomas. We do not disagree with you and certainly I do not 
on your general statement, but here the Atomic Energy Commission 
is set up, among other purposes, to do just exactly this work on purely 
a research basis. You are set up primarily to treat patients. 

You are not in the research business. This is just an ancillary job 
with you. 

I was wondering if you could not get the same result by eliminating 
it and having them transmit to you the information they come up with 
from a research point of view. Of course, that does not prevent you 
from practicing medicine. 

Practice is one thing, and research is another. You are not a re- 
search organization. 

By no stretch of the imagination are you. You are not set up for 
that purpose. 

Dr. Mipptrron. Mr. Chairman, we have, of course, responsibility 
for maintaining a high standard of medical care for veteran patients, 
and have at the same time the necessity for maintaining this high 
standard of services through the physicians. You can anticipate a 
reduction in this quality of service if you were to curtail the research 
and training programs. 

Mr. Yates. Research necessarily depends on numbers of patients, 
does it not, and is not the Veterans’ Administration particularly able 
to perform research because of the number of patients ? 

Dr. Mipptetron. Not only the numbers, the controlled population of 
patients. I was coming to that. 

We have the responsibility for the care of these patients and the 
maintenance of high quality care through recruitment of physicians 
who have vision, who have the incentive to go ahead. We are not 
satisfied simply to stand in status quo, but by the fact that we have 
a controlled patient population with the ability to observe clinical 
progress over a period of time, we have had such advances as in the 
treatment of TB 

Mr. THomas. By the words of “controlled patient population,” I 
do not believe you are going to experiment on one of these boys that 
does not want you to. 

Dr. Mipprrron. Definitely not, sir, we do not experiment upon pa- 
tients. In the year 1950 there was a waiting list of 2.262 TB veterans 
awaiting admission to hospitals; on December 31, 1955, there were 275. 
That came about because of the fact there had been in the hospitals 
of the Veterans’ Administration a controlled observation of the clini- 
cal progress made by patients treated with various tested antitubercu- 
losis drugs. 

T had occasion last year to indicate that it was the justification 
for any research program that might be undertaken. Under the con- 
trolled conditions that we found, it was possible then. since 1951, to 
reduce the load from the waiting list of 2,226 down to 275 and to find 
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that our demand for beds for tuberculos veterans is a decreasing one 
the country over. This is reflected in the general picture in the VA 
and in the general public. 

Mr. Yares. Doctor, I know the excellent work done by your or- 
ganization in research and tuberculosis. I am still not clear with 
respect to your answer to Mr. Thomas because several years ago when 
the Atomic Energy Commission came before this subcommittee, for 
its appropriations, a great part of its appropriations were directed 
toward medical research and its medical research seemed to be devoted 
and particularly fitted to be devoted to the question of isotope re- 
search. 

I know that some benefits accrue from different experiments at 
different places, but should you be doing that research rather than the 
Atomic Energy Commission ¢ 

Dr. Mippteron. Of course, one hesitates to go into a matter of the 
national defense, but we have 37 of these radioisotope units scattered 
the country over. When the recent Operation Alert was proposed 
and accomplished there were 28 of these 37 dispersed units still in 
active operation at the end of that test period. I am citing this 
circumstance just as a byproduct because we are not primarily set up 
to have monitoring areas in 37 different sections of the country. So 
strategically were they placed, however, that when the actual Opera- 
tion Alert was put on 28 of these units were still active at the end 
of the operation, which means in case of catastrophe the Veterans’ 
Administration would be one of the tremendously effective units in 
the monitoring of areas of fallout. 

Mr. Yates. I agree with that except where does this fit into the 
field of area research? Do you not carry into effect what the AEC 
research is doing ? 

Dr. Mippteron. Our primary objective is obviously service to the 
veteran patient through fundamental research, as well as applied re- 
search. In my professional judgment, research is essential to the wel- 
fare and progress of the program. 

Mr. Tuomas. You have an agency whose exclusive job almost is— 
I would not say primarily, of course—they spend $25 million doing 
this very same thing that you are setting up 286 people this year 
in the way of research. 

Mr. Hietey. I wonder if Dr. Middleton might add a word about 
applied research, in that this is not an isolated bit of research. It 
finds its daily use in helping patients. We are helping them to get well 
by the things we do constantly in this research program. 

Mr. Tuomas. [f he is going to call it treatment, we are not going to 
argue about it, but if you are going to label it research, we all have 
our individual opinions. 

We will let the doctor prevail. Is that fair enough ? 

Dr. Mippteton. In this research and training program, there is a 
total investment of a little over $7 million. That is nine-tenths of 1 
percent for insurance on the investment for the superior care of pa- 
tients in the hospitals and the outpatient clinics. 

Mr. Tuomas. Doctor, you are going to have an unexpended bal- 
ance at the end of 1956 for this program, medical research. 

Dr. Mippteton. We hope not. 





346 


Mr. Tuomas. What does it look like at January of this year ? 
Mr. Scuoen. I don’t have those figures here as to the current status. 


RESEARCH PROJECTS CONDUCTED BY THE VA 


Mr. Tuomas. Mr. Yates’ suggestions that you insert in the record 
at this point some of the different types of research you are doing 
with radioisotopes 


Mr. Evins. You mentioned research in prosthetic appliances which 
is more important to the veterans 

Mr. Tuomas. There is no question about it. That is something they 
are qualified to do. 

Mr. Yares. I would like to know what you are doing in the field 
of psychiatric research, for example. I assume that the list. of proj- 


ects, some 900 of them, could be put into the record, if it is not too 
voluminous. 


Dr. Mipptreron. We shall be very glad to supply that information. 
(The information requested is as follow s:) 


Research projects conducted by Veterans’ Administration 


Number of researeh projects in each program 

Category a 1 a. tin Md aoe” Sat Be oc 

— General Neuro- Tubercu- | Radioiso- 
medicine | psychiatric losis | tope 


523 149 | 101 | 


Anesthesia ir aan i . é 7 | 

Blood and its diseases_.....----- 56 32 

Cancer } 48 

Cardiovascular system and its diseases ! 66 

Dental diseases and conditions ( 7 

Digestive svstem and its diseases . 68 

Endocrine disorders and conditions Sf 21 

Immunity and allergy , 5 | 12 

Infectious diseases aus 24 | 57 
Tuberculosis iia ae (94) | (34) | 
M yeotic infection (1: (8) 
Other : (15) | 

Metabolic and nutritional conditions in 

disease 

Diagnostic methods and te chniques > 

Musculoskeletal system and its diseases 

Nervous system and its diseases 

Psychiatry 

Psychology 

Respiratory diseases and conditions 

Sensory organs, diseases of 

Urogenital system 

Venereal disease - La setdel 

Miscellaneous. ----.-..---.---- 


7 | 
2 
0 | 
4 
1 | 
0 
0 
1 





HOMAorKOoowo: 


Among the outstanding studies performed in VA hospitals are the following: 

Blood vessel grafts.—Since arterial grafts are not always available it is 
important to have a reliable method of constructing tubes to replace arterial 
defects with autogenous tissue. One of our investigators at the Veterans’ Admin- 
istration Teaching Group Hospital in Memphis, Tenn., created defects in the 
abdominal aortas of dogs. He was successful in grafting tissue taken from pos- 
terior rectus fascia in 18 of 19 trials. These studies indicate that similar 
techniques may be successful when applied to man. 

Coronary thrombosis in dogs.—A surgeon at VA hospital, Buffalo, N, Y., has 
developed a unique technique to reproduce myocardial infarction in animals. 
The lesion produced is similar to the heart damage which occurs in man after 
coronary thrombosis and makes possible evaluation studies of revascularization 
procedures which have been advocated for the treatment of this condition. 

Physiology studies with a pump oxygenator.—A full-time member of the staff 
of the VA hospital, Nashville, Tenn., has developed a pump oxygenator for by- 
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passing the heart and simultaneously oxygenating the blood. Hypothermia may 
'be produced by incorporating a cooling coil into the pump system. The essential 
feature of the apparatus is an oxygenating pump that is used as a bypass for 
the heart by shunting blood from the superior and inferior vena cavae to the 
subclavian artery. In this manner the temperature can be lowered and the 
entire body supplied with blood and oxygen while the bloodless heart is opened 
during a surgical operation. In experimental studies, the effectiveness of the 
pump has been demonstrated, and the observations that hypothermia lowers the 
blood pressure and reduces the oxygen requirements have been confirmed. The 
experiments have shown that the oxygen requirements of a hypothermic experi- 
mental animal can be supplied with an hematocrit reading as low as 5 percent. 
On rewarming, under these conditions, red blood cells must be added to provide 
‘sufficient oxygen as the demand increases with the return to normal temperature. 
These studies are continuing with the objectives of perfecting the technique and 
using the apparatus during cardiac surgery in human patients, 

A cooperative study of the effects of prefrontal lobotomy.—This study, con- 
ducted since 1949 by collaboration between several VA hospitals has demon- 
strated that prefrontal lobotomy, an irreversible method of treatment for selected 
psychotic conditions, is not followed by certain anticipated ill-effects originally 
offering grave doubts concerning the desirability of this treatment for veterans. 
Although less dramatic than predicted by ardent proponents of prefrontal 
lobotomy, the study has demonstrated definite improvement in many veteran 
patients attributable solely to the operation. The study is continuing with the 
objective of selving urgent problems concerning the selection of patients, the 
optimal time for the operation, the most effective surgical procedure, and the 
specific role of lobotomy in the total treatment program for an individual patient. 

A cooperative study of pulmonary function testing.—This study of pulmonary 
function has been undertaken by nine VA hospitals. Among the objectives of the 
‘study are (1) the determination of the prognostic value of preoperative pul- 
monary function studies; (2) the long-term effects of pulmonary resection with 
regard to hyperinflation of the remaining lung and the relative success of vari- 
ous preventative and therapeutic measures; and (3) the collection of data over 
a period of years designed to reveal the natural history and course of chronic 
pulmonary disease. 

A preliminary study to determine the normal values for lung volumes, vital 
‘capacity, maximum breathing capacity, and the 1-minute step test among a 
group of persons without cardiopulmonary deficiencies has been completed for the 
age group 40 to 44 and is in progress for age groups 25 to 29 and 60 to 64. 

A cooperative study of chemotherapy of tuberculosis.—Studies have been 
underway for 9 years evaluating the effectiveness of new drugs used in the 
treatment of tuberculosis. At present 46 VA hospitals are collaborating in the 
clinical evaluation of many treatment measures designed to improve the care of 
‘the tuberculous veteran. A new drug, cycloserine, is currently being tried in 10 
VA hospitals. Such a drug may have an important role in the treatment of 
patients who do not respond to other available chemotherapeutic agents. 

A study of hypertensive agents.—In the VA hospital, Cleveland, Ohio, a team 
of investigators have succeeded in isolating two substances from blood which 
serve as agents that produce hypertension. These compounds have been named 
hypertensin I and II. Hypertensin I has been so purified that it is the most 
powerful pressor agent yet isolated by any method. Attempts are now being 
made to further characterize these materials in order that “blocking agents” 
may be sought to neutralize their effects. Such studies are of obvious importance 
to a better understanding of the cause of high blood pressure and may lead to 
better treatment measures. 


Mr. Yates. I really would like to know what the VA is doing. I 
think they are doing a good job in the field of research, but I would 
like to know what they are doing. 


TRANQUILIZING DRUGS 


Dr. Mippteron. Mr. Chairman, you do have a report available to 
you on this general area, but I should like to caution the members of 
the subcommittee relative to the overenthusiasm in the area of the 
tranquilizing drugs. 
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Twenty-four of the 40 hospitals for psychiatric patients and 3 of 
the G. M. & S. hospitals are conducting studies on reserpine and 
thorazine. The results have been extremely encouraging. 

I have gone among many of these hospitals and as one of the older 
clinicians used to the bedlam and the restraint of the earlier hospitals 
for the mentally ill, I have been greatly impressed by the fact that 
there are no longer disturbed wards. 

You do not go into a hospital for the mentally ill and find an area 
that you can pick out by the noise and the activity of the patients. 

In other words, it has been tranquilized by the use of these drugs. 
By that circumstance we have been brought to a certain plateau. This 
plateau is one that is an advantage, an important detail, but a cure 
has not been effected. 

From this plateau, of course, it is obvious that there can be applied 
various methods of occupational therapy, physical therapy, the vari- 
ous educational therapies, and the patient rehabilitated back to society, 
resocialized in an appreciable percentage. 

I sat with the neuropsychiatric consultants to the Central Office 
yesterday. They were unwilling to say that this represented a measur- 
able advantage because, as yet, sufficient time had not elapsed to 
evaluate the relapse rate among treated patients. I asked them 
pointedly because I had this meeting with you, what is the percentage 
of these treated patients that returns to our hospitals?) What are the 
numbers that are resocialized, and again gain complete control of their 
faculties? 

They said the time is too short, although the advantage is obvious. 
We hope that through these drugs we can bring the patients to a 
better state for the application of the rehabilitative measures. 

This is extremely important because when you stop to reflect in 
terms of dollars and cents, it means that in a number of our hospitals, 
if these tranquilizing drugs come up to the measure of their promise, 
we will move toward G. M. & S. status in terms of costs and patient 
discharge rates. 

In other words, there will be more intensive treatment. The indi- 
vidual patient will cost more per diem, but his length of stay will be 
shortened, and the actual total cost to the Government per patient 
will be reduced. 

A number of NP hospitals will have to set aside units in which 
the cost will approximate that of the G. M. & S. hospitals. 

That is getting down to the dollars and cents. 


PROSTHETEC TESTING AND DEVELOPMENT 


Mr. Evins. Prosthetic testing and development is very important. 
Mrs. Rogers is greatly interested in this item and Bob Allen and I 
can name hundreds of others and the committee is very interested in 
this program, too. 

This $990,000 is all research money, testing and developing. I 
presume that is all research money and there is no operation money 
in here. That is charged to the central office budget, but in another 
place. Is that correct ? 

Dr. Mippieton. That is correct. 

Mr. Tuomas. Mr. Reporter, at this point will you insert page 7-27? 

I think it is already in, but IT would like to read this paragraph: 
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Through contractual arrangement facilities of scientific and professional 
resources and universities, nonprofit research institutions, and industrial re- 
search labs are utilized to complement the work of the VA facilities. 

The National Academy of Science under this contract recommends suitable 
labels and help— 


and so forth. 
CONTRACT ORGANIZATIONS IN PROSTHETIC TESTING PROGRAM 


I wonder if you will put in the record at this point the list of institu- 
tions, research organizations, and the amount of money you contract 
with them on a yearly basis? 

Dr. Mipp.eron. That is page 7-30. 

Mr. Tuomas. Let us put ¢-30 in the record. 

(The information referred to is as follows:) 


Prosthetic testing and development—Comparative exrtra-V.A_ vrosthetic testing and 
development obligations 


Increase (+) 
Fiscal year Fiscal year Fiscal year or de- 
Category 1955, 1956, 1957, crease ( 
actual estimated estimated 1957 over 
1956 


Artificial limbs: 
University of California 
New York University 
National Academy of Sciences 8: $751, 000 $760, 000 + $9, 000 
Franklin Institute 
Yale University 
Blind aids: 
Haverford College___- 
University of Southern California - 
University of Illinois_--- Saal 28, 60, 0OU 60, 000 
Haskins Laboratory 
National Academy of Sciences 
Ophthalmic lenses: National Bureau of Stand- | 
ards . » | , 835 10, 000 — 10, 000 
Braces: Franklin Institute : | 5, 000 6, 000 +1, 000 
Prosthesis for conductive deafness: 
Northwestern University - - - - -- 
4, 732 9, 000 9, 000 


| 


Wayne University - -- 
Contract clinics 


MOUSE S Wilds cctdewd du cht tdanddecsctd dan 664, 792 835, 000 | 835, 000 | 


Mr. THomas. What is the amount of your cost? I understand it 
is charged to your central office operation here under the program of 
medical administration for your prosthetic devices. 


NEW YORK CITY PROSTHETIC TESTING AND DEVELOPMENT LABORATORY 


You have a nice, big office in New York, a moving office; you have 
some display space up there which you operate. You are running a 
school that sort of educates the manufacturers of these devices and 
aids and I think it is a good thing. 

I looked in your shop and you certainly have some skilled workmen 
who are devoted to their jobs and they do a tremendous job. 

It might be well to have one governmental pilot shop like that for 
private industry, so that they can see what Government can do and 
let Government see what private industry can do. 

Naturally, the Government can undersell private industry, I 
imagine, anywhere from 25 to 33 percent in cost of various reasons, 
but still one is a yardstick for the other to operate on. 
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Just what do those activities cost us? I understand the only plant 
we have is in the New York office. 

Mr. Scuoen. It is the only plant that is concerned with pepe 
testing and development. In New York we have this prosthetic test- 
ing and development lab, which is the one you were in, which has as 
its basic purpose the testing and dovelopreent« of appliances that are 
designed or work is developed through these university contracts. It 
also tests new devices that may be dev eloped by industry to see whether 
they are aaaptable to use for veterans : and so on. 

Mr. Tuomas. You have some units in most of your regional offices; 
do you not ¢ 

Mr. Scuoren. There are a number of prosthetic appliance shops 
throughout the country. There is also one of those in New York, 
which is in the regional office, that is part of the outpatient clinic of 
the regional office. 

Mr. THomas. That is where they do repair work? 

Mr. Scuoren. That is right, they repair and do some fabrication of 
specialized appliances. 

Mr. Tuomas. That is what you have in your regional offices outside 
of the one in New York? 

Mr. Scuoren. That is right. 

Dr. Mippteron. There is no manufacturing in the others scattered 
throughout the regional offices. 

Mr. Tuomas. What does this activity cost? What does your New 
York activity alone cost ? ' 

Mr. Scuoen. I don’t have that figure. 

Mr. Tuomas. You have 15 or 25 men engaged there. 

Mr. Scuoen. I believe it is 48 in the shop itself, in the regional office. 

Mr. Tuomas. And you have a half dozen 

Mr. Scuoen. I can get those. We are working on a project to com- 
bine the regional office activity in New York City and the prosthetic 
testing development and have one central place in New York. 

Mr. Tomas. I understand these specialize on unusual, particularly 
hard devices to make, or to fit. Whatever it cost it is bound to be 
worth the money. 

Mr. Scuoren. That is the purpose of all VA shops. 

Mr. Tuomas. Do you have a rounded figure of what it cost you 
in New York and a rounded-out figure what it cost you in the remain- 
ing offices, an approximate figure? 

Mr. Hieuey. That appears on page 9-7. 

Mr. Scuoen. Prosthetic appliances. On 9-7, this is for the out- 
patient clinics, including the one in New York, including the operat- 
ing one in New York, not the testing labs 

Mr. Tuomas. Are these attached to your regional offices or are they 
attached to your outpatient clinics? 

Mr. Scnoen. They are a part of the outpatient clinics. 

Mr. Tuomas. Rather than your hospitals? 

Mr. Scnoren. That is right. There are some in the hospitals. The 
biggest one is at Hines. There are several others. 

Mr. Tromas. Most of them are in your outpatient clinics rather 
than in your hospitals ? 

Mr. Scrrorn. That is right. 

Mr. THomas. Why make an exception in those 2 or 3 cases? Is it 
a duplication ? 
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Mr. Scuoen. No, sir; there is the question of facilities and space. 
Hines has the space available and they do have a large paraplegic 
section. 

Mr. Tuomas. This all covers your New York setup, prosthetic shop, 
$264,600. You have your plastic eye shop. 

Mr. Scuoren. That is right. 

Mr. Tuomas. Is this primarily dealing with the New York office, 
or does this cover the whole United States? 

Mr. Scuoen. This is the total for the United States. 

Mr. Tuomas. The figures $463,800 is for the United States? The 
other four items are for New York. 

Mr. ScHoren. Primarily; yes, sir. 

Mr. Tuomas. This total of $6,595,700 is vour total bill plus, in round 
figures, your 1 million research, making $8 million for prosthetic 
devices and research ? 

Mr. ScHoen. Yes, sir. 

Mr. Hieiey. Yes, on 

Mr. Scnoren. Page 7-26—all of that is New York. That is under 
prosthetic testing and development. That is, in the New York office 
that Mr. Thomas is referring to. 

Mr. THomas. Well, it costs money, but it certainly does do the work. 
It is worth it. 


INPATIENT CARE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


j | 
Program by activities: 
Direct obligations: | 
1. Maintenance and operation of hospitals: | 
(a) Neuropsychiatric hospitals - $176, 774,612 | $194, 231, 300 $197, 833, ¢ 
(b) T uberculosis hospitals ; ; 8, 421, 557 50, 019, 700 49, 631, 
(c) General medical hospitals_ -___-- ; 335, 838,673 | 363, 226, 400 371, 637, 7 
2. Contract hospitalization: | 
(a) Civil hospitals - __- Z J 5, 843, 066 5, 762, 700 
(6) Municipal and State hospitals 2, 805, 327 1, 544, 400 | 
(c) Federal hospitals », 590, 750 6, 894, 600 
3. Maintenance and operation of domiciliary facilities: 
(a) Operation of Veterans’ Administration | | 
homes ; . ; , 278,997 | 23,042, 500 
(b) State homes_-_--_- 5, 229, 410 | 5, 569, 000 
Total direct obligations_ ; ; 103, 782,392 | 650, 290, 600 
Reimbursable obligations: 
1. Maintenance and operation of hospitals: 
(c) General medical hospitals a ; , 501, 34 7, 229, 600 
Total obligations_______- Sa ae shea 510, 283, 788 | 7, 520, 200° | 670, 
Financing: | 
Comparative transfer to other accounts. - 9, 638 
Advances and reimbursements: 
From other accounts ---- . —3, 683,326 | —3, 960,000 
From non-Federal sources (69 Stat. 2( 19; 48 Stat. 8). —2, 818,070 | —3,329, 600 | 
Obligations in excess of availability - —631, 456 | 


Appropriation (adjusted) - - a ; 603, 600, 574 619, 000, 000 
Proposed supplemental due to ‘pay increases _ - ; ‘enhaaconatcae 31, 290, 600 


72350—56—pt. 1—— 
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Object classification 





VETERANS ADMINISTRATION 


Total number of permanent positions. 
Full-time equivalent of all other positions. 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary -.-- 
Average grade 
Ungraded positions: Average sé ular y 
Personal service obligations: 
Permanent positions. - , 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal service obligations 


Direct obligations: 
as soak cick tenmian ini eae nme 
02 Travel: 
Employee 
Beneficiary 
Transportation of things 
Shipment of bodies 
Communication services. -.-- 
Rents and utility services 
Printing and reproduction -_- 
Other contractual services 
Medical and dental fees 
Supplies and materials 
Provisions _- 
Equipment. 
Grants, subsidies, and contributions - 
Refunds, awards, and indemnities 
Taxes and assessments..-........--------- ; 


03 
04 
06 


‘ 


08 


09 
11 
13 
15 


Subtotal ; 
Deduct charges for quarters and subsistence. -- 


Total direct obligations 


Reimbursable obligations: 
01 Personal services 
68 Supplies and materials 
Provisions 
09 Equipment 
Total reimbursable obligations 
Total, Veterans’ Administration ------ 


ALLOCATION TO BUREAU OF MINES, 
DEPARTMENT OF THE INTERIOR 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - - 
Number of employees at end of year - - 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade _ 
Ungraded positions: “Average salary - 


Personal services: 

Permanent positions 

Positions other than permanent 

Regular pay above 52-week base-- 

Payment above basic rates. _- 

Total personal services 

Travel Ee 
T ransportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Taxes and assessments.- 


Total, Bureau of Mines_------ 


Obligations by objects 


1955 actual 


115, 736 
3, 986 


129, 920 


$3, 486 
GS-3.6 
$3, 915 | 


| $432, 807, 692 
22, 593, 574 
1, 720, 247 
8, 808, 737 


118, 922 | 


465, 930, 250 


1956 estimate 


$3, 824 
GS-3.7 
$4, 256 | 


$477, 672, 907 
24, 278, 861 
1, 901, 855 

10, 229, 442 


514, 083, 065, 


1957 estimate 


$3, 826 
GS-3.7 
$4, 256 


$486, 016, 010 
24, 468, 358 


“1, 363, 742 


520, 848, 110 





461, 467, 250 


298, 938 

2, 532, 862 
477, 506 
177, 233 

2, 402, 615 
10, 971, 207 
55, 657 

24, 505, 076 
514, 033 
53, 283, 267 
45, 407, 449 
5, 805, 015 
5, 229, 410 
53, 662 

1, 226, 796 
614, 407, 976 
10, 698, 457 


603, 709, 519 


508, 992, 065 


363, 550 
2, 605, 600 
482, 250 
180, 700 
2, 408, 460 
11, 163, 800 
423, 400 
23, 669, 600 
511, 500 
53, 528, 700 
45, 061, 300 
5, 508, 200 
5, 569, 000 
54, yo 

1, 254, 475 
661, 776, 600 
11, 562, 000 


650, 214, 600 








515, 809, 110 


366, 450 

2, 629; 900 
483, 750 
180, 600 

2, 405, 860 
11, 156, 200 
64, 300 

26, 027, 000 
507, 800 
57, 739, 600 
45, 258, 100 
5, 498, 500 
5, 888, 000 


"1, 249, 175 
675, 264, 345 
12) 440, 300 


662, 824, 045 





4, 463, 000 
531, 595 

1, 479, 901 
26, 900 


5, 091, 000 
581, 000 
1, 521, 000 
36, 600 


5, 039, 000 
560, 000 
1, 580, 000 
37, 900 





6, 501, 396 


7, 229, 600 


7, 26, 900 





610, 210, 915 


657, 444, 200° 


~ 670, 040, 945 








$5, 484 
GS-7.4 
_%4, 115 





9, 796 
40 


32 
186 
3 
748 





1,053 | 


528 | 
20 


12, 406 | 


$11, 693 
339 
45 


12, 235 
50 

1, 050 
40 

200 


800 | 
600 
25 


15, 000 








158 | 





12, 190 

50 
1, 050 
40 
200 


800 
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Obligations by objects—Continued 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


ALLOCATION TO QUART. RMASTER CORPS, 
DEPARTMENT OF THE ARMY 


Total number of permanent positions. te 20 20 
Average number of all employees. -.._-. - ‘ 20 20 
Number of employees at end of year. 20 20 
Average salaries and grades: Ungraded positions: Average 

SEED cub sid ndtebinatiien tensa ddndedndinedtaebtaanmene 3, 02% $3, 050 $3, 050 


| 


01 Personal services: Permanent positions. -----..---- $60, 467 $61, 000 $61, 000 


670, 116, 900 


= 


Total obligations. ..............-------- ceccee----------| 610, 283, 788 | 657, 520, 200 
| 


Budget authorizations, eapenditures and balances 


| 

| 1955 actual | 1956 estimate | 1957 estimate 

J | ‘ =i ' 4 avr +h 
BUDGET AUTHORIZATIONS AVAILABLE 
ee ) ome uae | eo rt. 

Appropriation | $603, 547,015 | $619,000,000 | $662, 900, 000 

Transferred from “Maintenance and operation of 
depots, Veterans’ Administration” (69 Stat. 240) 53, 559 


Adjusted appropriation | 603, 600,574 | 619,000,000 | 662, 900, 000 
Proposed supplemental due to pay increases | 31, 290, 600 
Obligated balance brought forward : 20,894,551 | 42, 245, 957 


Total budget authorizations available .| 633,495,125 | 692,536,557 | 698, 559, 600 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. ............................ | §62, 106, 786 584, 842, 400 626, 383, 000 
Out of anticipated supplemental appropriation _..---| 29,938, 600 | 1, 352, 000 
Out of prior authorizations | 28,123,661 | 40,340,000 | 32, 265, 000 

Total expenditures 590, 230,447 | 655, 121,000 660, 000, 000 

Balances no longer available: | | 
Unobligated (expiring for obligation) es 
Other | 1,650,177 | 1,755,957 | 1, 842, 600 

Obligated balance carried forward | 42,245,957 | 35,659,600 | 36, 717, 000 


Total expenditures and balances...........--.------ -.--| 688, 495, 125 | 602, 536, 557 | 698, 559, 600 


1 
| 


Let us take a look at “Inpatient care.” Will you insert 8-1 and 
8-2 in the record at this point? 





(The material referred to is as follows :) 
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INPATIENT CARE, $662,900,000 


Obligation summary by object 


Obligations by object 


Average employment: 
VA employees 
Average salary 
Fringe benefits, Public Law 763-- 
Pay increase, 
Consultants 


Obligations: 
01 Personal services 
Consultants 
Fringe benefits, Public Law 763 
Pay increase, Public Law 94 
Travel: 
Employee._--- 


Public Law 94.......--- 


| 
Pe 


Fiscal year 
1955 
actual 
116, 933 
$3, 911 


~ ($87) 


1,005 | 


ee = 


| $466, 000, 513 


(10, 
298, 978 


Increased travel costs, Public Law | 


189 . 
Beneficiary : 
Transportation of things. ------ 


TE a 


Rents and utilities _- 
Printing and reproduction 
= contractual services 
Employee insurance, Public Law 
598 : i 
Contract hospit: alization_- 
Supplies and materials_-_-.___- 
Provisions - - - - 
Equipment 
Gr wits... i a rs - . 
Refunds, awards and indemunities__ 
Taxes and assessments _ __ 


Gross total obligations i a 

Less quarters, subsistence, and leave _ 
Net total obligations _- 

Add transfer to outpatient care 

Less transfer from general operating expense 


Subtotal 
Less reimbursements 
Unobligated balance 


Proposed supplemental due to Public Law 94 | 


pay increase - 


Appropriation (adjusted) or estimate 


SUMMARY 


2, 532, 862 
655, 792 
2, 402, 647 
, 971, 393 
55, 660 

5, 019, 857 


, 141, 
, 239, 
, 702, 
}, 887, 350) 
5, 831, 915 
5, 229, 410 
53, 662 
, 226, 816 


200) 
143) 
740 


20, 982, 245 
, 698, 457 


788 
578 
940 


, 283, 
747, 
297, 
7: 733, 426 

3! 501, 
631, 


603, 600, 


(8, reed 


141, 946) | 


396 | 
456 | 





| 
Fiscal year 
1956 
estimated 


| 

| 

120, 790 | 

$4, 183 | 

($41) | 

($287) | 
1, 036 


| 
Fiscal year 
1957 
estimated 


122, 894 
$4, 168 
($40) 
($286) | 

1, 036 


Increase (+) 
or decrease 
(—), 1957 
over 1956 





$514, 156, 300 | 


(8, 863, 100) 
(4, 902, 600) | 
(34, 718, 200) | 


363, 600 


(55, 600) 
2, 605, 600 
664, 000 | 
2, 408, 500 | 
11, 164, 000 
423, 400 
24, 181, 900 | 


(1, 757, 800) | 
(14, 201, 700) | 
100, 692, 600 | 
(46, 582, 300) | 

5, 544, 800 

5, 569, 000 | 

54, 000 

1, 254, 
669, 082, 200 | | 

11, 562, 000 


a 


657, 520, 200 | 


657, 520, 200 | 
7, 229, 600 | 





31, 290, 600 


500 | 


$520, 921, 300 | 
(8, 700, 000) | 
(4, 969, 300) 
(35, 149, 300) | 


366, 500 


(66, 600) 
2, 629, 900 
665, 400 
2, 405, 900 
11, 156, 400 
64, 300 
26, 535, 600 


(1, 787, 700) | 
(14, 734, 100) | 
105, 138, 300 | 
(46, 838, 100) | 
5, 536, 400 | 
5, 888, 000 


1, 249, 200 


682, 557, 200, 
12, 440, 300 


670, 116, 900 


670, 116, 900 | 
7, 216, 900 





+$6, 765, 000 
(—163, 100) 
(+66, 700) 
(+431, 100) 


+2, 


(+11, 000) 
+24, 300 
+1, 400 
—2, 600 
—7, 600 

— 359, 100 
+2, 353, 700 


(+29, 900) 
(+532, 400) 
+4, 445, 700 
(+255, 800) 
—8, 400 
+319, 000 
—54, 000 
—5, 300 


+13, 475, 000 
+878, 300 


eae 596, 700 


+12, 596, 700 
—12, 700 


| —31, 290, 600 





574 | 


619, 000, 000 | 


OF ESTIMATE 


662, 900, 000 | 





“443, 900, 000° 


Mr. Txomas. I note for the last 3 years you had employment in 
your hospitals—this figure does not include your domiciliaries, does it ? 
Mr. ScuoEn. It does sir; this is the total for hospitals and domi- 


ciliaries. 


Mr. Tiromas,. 116,933 employees for 1955. 


for 1957, 122,894, an increase of about 2,104 over 1956. 
Also insert page 8-3, Mr. Reporter. 
(The material referred to is as follows :) 


INPATIENT CARE 


The fiscal year 1957 


represents an increase of $43,900,000? 


APPROPRIATION SUMMARY 


The increase provides specifically for: 


1Ineludes $7,216,900 reimbursement. 


For 1956, 120,790, and 


inpatient care appropriation estimate of $670,116,900 ' 
over the fiscal year 1956 appropriation. 


* Increase based on fiscal year 1956 appropriation which does not include $31,290,600 
(estimated supplemental for Public Law 94). 





5, 300 
5, 000 


5,900 ' 
ation. 
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(1) Pay increase authorized by Public Law 94, 84th Congress, in amount 
of $35,149,300. 


(2) Increase in average daily patient load of 1,591 in VA hospitals over 
the 109,909 planned for fiscal year 1956, or a total average daily patient 
load of 111,500. 


(3) An increase of 500 average member load in State homes over the 
ae planned for fiscal year 1956, or a total average daily member load of 
' (4) Increase of $2,382,000 for tranquilizing drugs to render previously 

unresponsive psychotic patients amenable to beneficial therapy. 

(5) Increase of $3,025,000 to reduce the backlog of urgently required 
maintenance and repair projects in VA hospitals and domiciliaries. 

Mr. Tuomas. Fiscal year 1957, inpatient care appropriation esti- 
mate of $670,116,900 represents an increase of $12,596,700 over last 
year, when you include Pay Act costs. 

The increase in daily patient load is 1,591 in VA hospitals. 

Now, that excludes domiciliaries, over the 109,909 for 1956, which 
gives you an average patient load of 111,500. 

An increase of oS) ,382,000 for tranquilizing drugs, which Dr. Mid- 
dleton has just spoken to, to render previously unresponsive psychotic 
patients amenable to beneficial therapy. 

And it is doing the work; is that right, Doctor? 

Mr. Mippieron. We hope so. 

Mr. Tuomas. You are not going to learn to run until you do a little 
walking and crawling. 

Dr. Mippteron. That is it, sir. 

Mr. Tuomas. This increase of $3,025,000 to reduce the backlog of 
urgently required maintenance and repair projects in VA hospitals 
and domiciliaries. 

Let us separate this from your domiciliaries right quick. 

Mr. Scnoen. The object chart is on 8-95. 


DomIciILiARY CARE 


Mr. Tuomas. I want domiciliaries particularly. 

Dr. Mipp.eroy. 8-95. 

Mr. TxHomas. Insert at this point in the record page 8-95, Mr. 
Reporter. 
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DomIcILIARIESs, $23,174,400 
Obligation summary by object 


Increase (+) 
or decrease 
(—), 1957 


Fiscal year | Fiscal year | Fiscal year 
Obligations by object 1955 | 


1956 | 1 
actual estimated estimated over 1956 


Average employment: 
VA employees 4,019 4, 025 
Average salary $3, 452 $3, 656 

Fringe benefits, Public Law 763 ($_.) ($25) 

Pay increase, Public Law 94______..... ($70) ($235) 
Consultants 2 2 


Obligations: 
01 Personal services $13, 899, 315 $14, 740, 800 $14, 795, 300 
Consultants (27, 311) (26, 100) (25, 300) 
Fringe benefits, Public Law 763_._. ($..) ($102, 600) ($103, 000) 
Pay increase, Public Law 94 (279, 366) ($945, 200) ($941, 900) (—$3, 300) 


02 Travel: 
7,189 ; ; +100 
Increased travel costs, Public Law 
189 ($_.) 5 (+$100) 
I no viswboesetenetce< 20, 222 | 19, 900 19, 900 
03 Transportation of things 24, 627 | 
04 ¥Communications._................-..-- 67, 881 
05 Rents and utilities 564, 048 
06 ¥ Printing and reproduction 784 
07 ¥ Other contractual services 635, 089 | 
Wi Employee insurance, Public Law 598__- (39, 200) 
08 Supplies and materials__.............-- 7, 068, 394 
Provisions (4, 656, 762) 
09 ‘Equipment 254, 607 | 
13 Refunds, awards, and indemnities 1, 767 
15 ‘Taxes and assessments-_--..-.-- aieiae 48, 837 | 





Gross total obligations. .....-......-- 22, 592, 760 23, 384, 700 
Less: Quarters, subsistence, and leave 313, 763 342, 200 


Net total obligations. ...................- 22, 278, 997 23, 042, 500 23, 174, 400 +131, 900 





Mr. Tuomas. This is a chart dealing exclusively with domiciliary 
costs. It shows employees under the general classification, 4,058 of 
them, which is an increase of 33 over 1956, for domiciliaries. 

How many domiciliary institutions are there? 

Mr. Scuoren. Seventeen. 

Mr. THomas. Do you have any new ones in the thinking stage or 
in the planning state ? 

Dr. Mipptetron. No, sir. 


NEED FOR DOMICILIARY CARE 


Mr. Tuomas. Will you insert page 8-96 in the record. 
(The material referred to is as follows :) 


DoMICILIARY CARE 


The increasing demand for domiciliary care is evidenced by (1) the comparison 
of fiscal years 1954 and 1955 month-end waiting list numbers of eligible applicants 
not yet scheduled for admission, shown below, and (2) the substantially greater 
number of beneficiaries being provided care in State homes. 
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Eligible applicants not scheduled for admission at end of month 


ere Ee 
Fiscal year | Fiscal year ] Month | Fiscal year | Fiscal year 
1954 1955 | | 1954 1955 


391 SS Ee -| 
411 CO 
525 

664 

632 

826 


The average occupancy of VA domiciliary beds during fiscal years 1956 and 
1957 will exceed 95 percent of the beds operated, which is an extremely high 
average considering that the demand for domiciliary care is largely seasonal. 

Existence of sizable waiting lists, even at the lower points reached in the sum- 
mer months, is indicative of the increasing requirement for additional domiciliary 
facilities. Substantial increases in demand for domiciliary care are expected each 
succeeding year in view of the potential created by the millions of veterans that 
have served in the Armed Forces since the beginning of World War II. 

The estimate provides for averages of 17,705 operating beds and 16,850 
member load in VA domiciliaries during fiscal year 1957, with 150 member 
employees receiving domiciliary care in VA hospitals. 


Mr. Tuomas. It says: 


The increasing demand for domiciliary care is evidenced by— 

1. The comparison of fiscal years 1954 and 1955 month-end waiting list num- 
bers of eligible applicants not yet scheduled for admission, shown below, and 

2. The substantially greater number of beneficiaries being provided care 
in State homes. 

The estimate provides for averages of 17,705 operating beds and 16,850 in the 
VA domiciliaries during the year 1957, with 150 member employees receiving 
domiciliary care in VA hospitals. 


A good many of the inmates are also employees, which makes a 


lot of good sense; is that correct, Dr. Middleton ? 
Dr. Mippieton. Yes, sir. 


WORKLOAD SUMMARY 


Mr. Scuoren. 8-99 is the comparison of bed and patient loads for 
the 3 years. 

Mr. Tuomas. How much of an increase does it show in for VA 
domiciliary? 16,799 for 1955; 16,850 for 1956, and 16,850 for 1957, 
remaining constant. 

Will you put this table 8—99 in the record at this point ? 
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Domiciliary care—Workload summary 


| } 
Fiscal year | Fiscal year | norenge ( vr 
| 1956 esti- 1957 esti- | oreage (-) 
mated mated —— ce 
| 1957 over 1956 


1955 actual 


| Fiscal year 
| 
| 
| 


Number of domiciliaries__. + 17 17 17 
Operating beds 17, 705 | 17, 705 17, 705 


Average daily member load - . winiacsall 16, 972 | 17, 000 | 17, 000 |. 
VA domiciliaries_ | (16, 799) (16, 850) (16, 850) | 
VA hospitals ; (173) (150) | (150) 
Occupancy rate (VA domiciliaries only) } 
percent | 94.8 95, 2 95. 2 


Employment: 
VA employees : : . o-oo 4,019 | 4, 025 4, 058 
nnn eo 26s sail hea 2 2 2 

Ratio of VA employees to ope rating beds . 0. 23 | 0. 23 0. 23 

Ratio of VA employees to members (VA domi- 

ciliaries only) : Poetsecnen . 24 | . 24 . 24 








Mr. THomas. What is the average cost per bed per day ? 
Mr. Scuoren. That is $3.75 for the fiscal year 1937; . $3. 70 for fiscal 
1956; $3.59 for fiscal 1955. 


The fiscal 1955 figure only includes the pay raise for the 4-months 
period. 


COMPARISON OF OBLIGATIONS AND UNIT COSTS BY COST CENTER 


Mr. Tuomas. Mr. Reporter, put 8-100 in the record, please, at this 
point. 


(The material referred to is as follows:) 
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Mr. Tuomas. The total cost for your domiciliary for 1957 is $23,- 
063,700. Is that a correct figure? 

Mr. Scnoen. It is $23,174,400. Those items that are below the 
line are not considered in the per diem cost. 

Mr. Tuomas. It is $23,174,400? 

Mr. Scuoen. Yes. $23,174,400 against $23,042,500 for 1956. 

Mr. Tuomas. What is your food bill there? 

Mr. Scnoren. The amount we are spending for food this year is 
$4,670,000. 

Mr. Tuomas. What does that figure out per person ? 

Mr. Scuoen,. Seventy-four cents is the ration cost. 

Mr. Tuomas. Does that include help and everything else, serving 
the food ? 

Mr. Scuoen. No, sir. 

Mr. THomas. Whereabouts is that? 

Mr. Scuogen. It cost per ration for the total $1.63. 

Mr. Tuomas. Is it $1.63 for this year? 

Mr. Scuoen. That is right. 

Mr. Tuomas. The same as last year and 1955 is $1.58? 

Mr. Scuogn. That is right. 

Mr. Tuomas. That is not bad. I went through one of your homes 
in Florida. The food was excellent. 

A restaurant figures that they add 300 percent to the cost of the 
raw food. 

Mr. Scnoen. Some of them work on 40 food and 60 service. 

Mr. Tuomas. I think this table here is very revealing, and it is a 
wealth of information. It breaks this cost down here. 

What is this cost figure per day ? 

Mr. Scuoen. $3.75. 

Mr. Tuomas. Where is that figure? 

Mr. Scnoen. On page 8-100 it says “Member care, total.” 

Mr. Tuomas. I have it. 

Of course, the big one here is your dietetic. Then you have these 
items of medical administration, medical services, and anciliary medi- 
cal services, Ss medicine and rehabilitation, nursing service, 
recreation and religious service, dental service, special treatment serv- 
ice, care of members. 

What do those elements all cost you ? 

Mr. Scnoen. Ninety-two cents per member-day. 

Mr. Tuomas. Then your food bill is $1.63. 

And then in addition you charge to each one of them his cost of 
plant, operation of plant and facilities, engineering supervision, boiler 
plant, utility systems, building and grounds service, laundry and dry 
cleaning service, motor transportation, maintenance and repair of 
plant facility, operations and maintenance of plant. 

It all adds up to what 

Mr. Scorn. Ninety-five cents per member-day. 

Mr. Tuomas. The sum total then for all of these services, including 
the big item of $1.63 for food, is $3.75 a day; is that correct ? 

Mr. Scuoen. Yes, sir. 
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Mr. Tuomas. That is remarkable. 

Mr. Tuomas. But that chart tells the tale and that certainly is a 
wealth of information, and it is well gotten up. 

Let us look at some cost on your inpatient care outside of your dor- 
mitories, and we want to take a look at your G. M. and §.’s and your 
TB’s and NP’s. And then have something about your maintenance 
and repair of your plants and facilities for all of them. 

Mr. Scnoren. We have a table comparable to that one for domicili- 
aries for all hospitals, on page 8-31. 


Scope or In-Patirent CARE APPROPRIATION 


Mr. Tuomas. Now, this figure of your total cost of $626,820,400 is 
already in the record, but it won’t hurt to emphasize it again. 

Your total in-patient care—this covers everything except outpatient 
clinics. 

Mr. ScHoen. This $623,320,400 covers just the operation of the 173 
hospitals. 

Mr. Tuomas. Your domiciliaries, too? 

Mr. ScHoen. No, sir. 

Mr. Tuomas. You mean this table over here on page 8-6 does not? 

Mr. Scuoen. No, sir, the $626,320,400 is only VA hospital costs. 

Mr. Tuomas. It does not. I see now. 

Mr. Scuoen. 8-6 is the total summary for the whole appropriation; 
yes, sir. 

Mr. Tuomas. What does it cover, all your hospitals, your domicili- 
aries, contract hospitals? 

Mr. Scuogen. Yes. 

Mr. Tuomas. What about outpatient clinics? 

Mr. Scnoen. No, sir. 

Mr. Tuomas. Everything except outpatient clinics? 

Mr. Scuoen. Yes, sir. 


OBLIGATIONS BY MAJOR PROGRAMS 


Mr. Tuomas. Insert that table in the record. 
(The information referred to is as follows:) 


IN-PATIENT CARE, $662,900,000 


This appropriation provides for expenses necessary for maintenance and op- 
eration of Veterans’ Administration hospital and domiciliary facilities and for 
the care and treatment of eligible beneficiaries in contract hospital and State 
or Territorial home facilities. 
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rs } Ificrease (+) 
' = res 7 
| Fiscal year | Fiscal year | Fiscal year | or de- 
=e | 1956esti- | 1957 esti- : ; 
1955 actual mated mated cTease (—), 
| | . 1957 over 1956 
} 
Obligations by major program: } 
Veterans’ Administration hospitals.__....__| $567, 536,238 | $614, 707,000 | $626, 320,400 | +-$11, 613, 400 
Veterans’ Administration domiciliaries | 22,278,997; 23,042, 500 23, 174, 400 } +131, 900 
Contract hospitalization...............- } 15,239,143 | 14, 201, 700 14, 734, 100 +5392, 400 
State homes 4 7 5, 228, ' 40 | 5, 569, 000 5, 888, 000 | +319, 000 
Net total obligations ; 610, 283, 788 | | 657, 520, 200 670, 116,900 | +12, 506, 700 
Add: Transfer to ‘‘Outpatient care’”’ 747, 578 |... antes Witndisadathinaa 
Less: Transfer from ‘General operating | } 
expense’’___- paca a aapet i esbanteaes oat 7, 940 . 

Subtotal Atha ke 610, 733, 426 | 657, 520, 200 T 670, 116, 900 +12, 596, 700 
Less: Reimbursements. __- 6, 501, 396 7, 229, 600 7, 216, 900 | —12, 700 
Unobligated balance. _.-........-.--.- GBA IB: bai eta ewesnyal-oi dais ii 
Proposed at coy sntal due to Public Law | | | } 

94 pay increase- weetiees Sibpeted iene | $1, 290, 600 babe | —31, 290, 600 


603, 600, 574 


Appropriation (adjusted) or estimate___- 619, 000, 000° | 662, 900, 000 +43, 900, 000 


Distribution of patients and members by major | 
program: } 


Veterans’ Administration hospitals_- 106, 682 109, 909 | 111, 500 | +1, 591 
Veterans’ Administration domiciliaries }__- 16, 972 17, 000 17, 000 : 
Contract hospitals... _.......---- Ldabhdea 4, 051 * 400 3, 400 re é- ae 
State or Territorial homes__...........---.-- 8, 802 8, 700 | 9, 200 +500 
NE ctor crtncmnncrnnchnccondedaiael 136, 507 “139, 009 | ‘141, 100 | +2, 001 


| | 


4 Includes member employees in VA hospitals. 


Mr. Tuomas. The total bill, including all phases of the medical 
program, including administration, hospital, inpatient, and domicili- 
aries, is $763,662 000. That is about $101 million for the outpatient 
clinics and the other programs ¢ 

Mr. Scuorn. Yes, sir. 


WORKLOAD SUMMARY 


Mr. Tuomas. How many beds do we have now in the hospitals and 
how many hospitals do we have? 

Mr. Scuoen. The hospitals, we have 173. On page 8-24 is a sum- 
mary of all the hospital beds, employees, et cetera. 

Mr. Tuomas. Let us insert page 8-24 in the record, which shows 
you have 173 hospitals; 121,934 operating beds, an increase of 1,061 
beds for 1957 over 1956. 

(The material referred to is as follows:) 


All VA hospitals—Workload summary 








| Increase (+) 
ee .. | Fiscal year Fiscal year | 
Fiscal year | “1956 esti- | 1957 esti- or Ge- 
1955 actual mated mated hs crease (—), 
. a 1957 over 1956 
Pqenbel eC Grampttales 240. coisas: pide cade | 173 | 173 173 l 
oe ee ae eee ee oe 117, 643 120, 873 121, 934 +1, 061 
Average daily patie nt load _- alt 106, 682 109, 909 | 111, 500 +1, 591 
Occupancy rate (percent) - - - ; 90.7 90.9 91.4 +0.5 
Employment: \ 
Le  — i 112, 914 116, 765 | 118, 836 +2,071 
Consultants... ------ ak 1, 003 1, 034 | 1, 034 
Ratio of VA employees to operating ‘beds . . 96 97 | .97 


| 
| 
| 
Ratio of VA employees to patients .._..___--- 1. 06 1.06 1.07 | +. 01 


| | 
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Mr. Tuomas. By the way, do you have any beds coming into opera- 
tion beyond 1957? 

Mr. ScHoENn. There will be some reactivation of conversions during 
that period. No new hospital—— 

Mr. Tuomas. You have a total of 118,836 employees in your 
hospitals ? 

Mr. ScHoen. Yes, sir. 

Mr. Tuomas. That is just the hospitals? 

Mr. Scuoen. That is right. 

Mr. TxHomas. Does that include your domiciliaries? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. Which is an increase of 2,071. Yet you only have 
1,061 beds, which is practically 2 employees for each bed. Why the 
stepup like that ? 

Mr. Scuoen. The utilization there has been stepped up. 


AVERAGE DAILY PATIENT LOAD 


Mr. Tuomas. Now, you have a table here on that utilization on the 
ri ages, 8-25 and 8-26. Letus put them in the record at this point. 
The material referred to is as follows: ) 


All hospitals—Workload summary 


| 
Fiscal year Fiscal year 
1956 esti- 1957 esti- 
mated mated 


Increase (-+-) 
or de- 
crease (—), 
1957 over 1956 


Fiscal year | 
1955 actual 


NP hospitals: 
Rg ee ee aa ie nic 
Operating beds_.- h 55, 56 55, 513 
Average daily patient load __ 51, , 66° 52, 800 
(Service-connecte1) : 29, (29, 620) 
(Non-service-connected) , 533) | (23, 120) (23, 180) 
TB hospitals: 
Number of hospitals 21 21 
Operating beds 5 ‘ 8, 897 
Average daily patient load-_-- ‘ 7,929 7, 830 
(Service-connected , 4 (2, 270) 
(Non-service-connected) J ' (5, 560) 
G. M. and 8. hospitals: 
Number of hospitals 112 
Operating beds hbk dalecbad y Be : 57, 524 
Average daily patient Toad. ; 50, 870 
(Service-connected ) i ‘ (9, 110) 
(Non-service-connected) 5 (41, 760) 


Total VA hospitals: 
Number of hospitals 173 
Operating beds__-.--- Weheweunews 7, 643 , 873 121, 934 
Average daily patient load 5, 6 ; 111, 500 
(Service-connected) - idvapeonee , (41, 000) 
Non-service-connected) .. : , (70, 500) 








Note.—Distribution of service-connected and non-service-connected patient load was estimated on the 
relationship of the number of patients in each category hospitalized on Aug. 31, 1954, No. 30, 1954, Feb. 28, 
1955, and May 31, 1955. Serviee-connected patient load includes only those patients receiving treatment for 
their service-connected disabilities. 
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Mr. Tuomas. It shows that your average daily patient load for 
1955 was 47,294. That is G. M. and S. beds. 

The average daily patient load for all hospitals is really what tells 
the tale, I think. 

In 1955 you had 106,682. 

In 1956 you had almost 110,000 and for 1957 it is 111,500, an in- 
crease of 1,591 in the average daily patient load, which gibes almost 
with your figure over here of operating beds. 

You have about 500; that is a difference between 500 between your 
patient load increase and increase in operating beds. Still you are 
increasing personnel to take care of the operating beds and new beds 
figures out about 2 to 1. 

Mr. Scuoen. It is related directly to patients. We can have the beds 
in operation and then increase the occupancy which would mean there 
would be more patients to take care of. 

Mr. Tuomas. That is an increase of 1,591, one and a third, a little 
better than your average. Your average is about 144» to 1 or 1 to 1, 
is it not? 

Mr. Scuoen. Part of that increase results from the increased $3 
million for maintenance and repair; our planning includes doing some 
of this $3 million of special work through purchase and hire, which 
increases the temporary employment by 300. 


NEUROPSYCHIATRIC HOSPITALS 


Mr. Tuomas. Let me summarize this. NP hospitals for 1955, 1956, 
and 1957, that figure remains constant. 

Mr. Tuomas. And you have 55,513 NP beds, which is a decrease 
of 56 from 1956. Why the decrease ? 

Mr. Scnoren. Under NP hospitals, those are conversions and beds 
that are being taken out of operation for modernization. 

Mr. Tuomas. Your daily patient load here is 52,800 for 1957, which 
is an increase of 140 over 1956. 

Mr. Scuoen. That is right. 

Mr. Tuomas. Yet your operating beds have decreased 56 beds in 
1957 over 1956? 

Mr. Scuoen. That is right. 

Mr. THomas. Modernization and repair of what? 

Mr. Scuoen. That is right, for modernization and repair of certain 
hospitals. There is a list of those hospitals in the budget. 

Mr. Tuomas. What is your waiting period now for a person to get 
into this hospital ? 

Mr. Hietry. NP? 

Mr. Tuomas. Yes. 

Dr. Mippieron. There is none for service-connected. They are 
taken in immediately. There is quite a waiting list on the non- 
service-connected. and of course, many of those—— 

Mr. THomas. How can you tell whether it is service-connected ? 
How can you tell whether this mental disturbance is service-connected 
or non-service-connected ? 

Dr. Mippteton. Those are the terms of their limitation. 

Dr. Zrnx. That is determined by the rating board of the veterans 
benefits. 
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Mr. Tuomas. Regardless of any arbitrary rule, can you tell from 
a scientific standpoint or yardstick when this insanity started, or how 
it got started, and so en? 

Dr. Zink. Congress has determined the period of time elapsing 
from service on which they will still grant service connection. 

Mr. Tomas. What period is that? 

Dr. Zink. One year. 

Mr. Tuomas. Regardless of any arbitrary ruling, ean the medical 
world put its finger on when and how it got started ? 

Dr. Z1nx. I will defer to Dr. Middleton. 

Dr. Mippteron. I will say you are correct; they cannot. 

Mr. Tuomas. I was asking a question. The answer is “No”; you 
annot do it ? 

Dr. Mippteton. We cannot. 


UNIT COSTS OF NP HOSPITALS 


Mr. Tuomas. It may be that that statutory period of 1 year might 
be a little severe, might it not? What is your average cost per pa- 
tient per day, per bed per day, for your NP’s? 

Dr. Mippteton. $10.32 per day. 

Mr. Tuomas. Mr. Reporter, insert at that point the table on page 
8—42. 
(The material referred to is as follows:) 
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TUBERCULOSIS HOSPITALS 


Mr. Tuomas. Let us go to TB hospitals. You have 21 in 1955; 
21 in 1956; 21 in 1957. 

You have operating beds in 1957, 8,897, which is 33 less than you 
had in 1956. 

However, your daily patient load for TB is 7,830 for 1957 against 
7,929 for 1956, which is a decrease of 99 for 1957. 

What is the cost per bed here? Is the TB generally falling off 
all over the country ¢ 

Mr. Scuoen. In numbers of patients. 

Mr. Tuomas. What is that average cost per patient per day? 

Mr. Scuoen. $17.54 per day. 

Mr. Tuomas. In 1955 you had 9,094 operating beds. It fell off to 
8,930 in 1956. It dropped down to 8,897 in 1957. 


UNIT COST OF TB HOSPITALS 


I have here on this chart $17.54; is that correct ? 

Mr. Scuoen. That is right. 

Mr. Tuomas. Insert page 8-62 in the record at this time, which 
shows every item of cost broken down, some 15 or 20 classifications, 
which make up the total cost of $17.54 per day per patient. 

(The material referred to is as follows:) 
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WAITING LISTS 


Mr. Tuomas. Dr. Middleton, you say you are getting ahead of the 
TB disease. Do you have very many waiting? 

Dr. Mipp.teron. Two hundred seventy-five waiting as of December 
31, 1955. 

Mr. Tuomas. Service conuected or nonservice connected ? 

Dr. Mippteron. Nonservice connected. 

Mr. Tuomas. Do you have any service connected waiting ¢ 

Dr. Mippieron. None. 

Mr. Toomas. What is the average of time required for TB non-serv- 
ice-connected or NP non-service-connected cases to get a bed in your 
hospital ? 

Dr. Mippteron. For TB there is virtually no delay. There is a 
surplus of beds. 

Mr. Tuomas. What about NP? 

Mr. Scuoen. It varies by areas. 

Mr. Tuomas. You cannot say that you have a surplus of beds in 
any area, can you? 

Mr. Mippieron. None. 

Mr. Tuomas. As a matter of fact, is not the NP trouble on the 
increase ¢ 

Mr. Scuoen. Not on the waiting list. The waiting list has come 
down. 

Mr. Tuomas. Do you think you have enough beds in existence now ? 
Enough NP beds? 

Dr. Mippteron. If we could man our beds, it would be a different 
matter. 

Mr. Tuomas. Do you think you have the beds first to take care of the 
foreseeable future needs of NP cases? 

Mr. Hierry. We have 2,000 new beds coming in if we ever get them 
built. 

Mr. Tomas. When? 

Mr. Hieiey. One thousand each at Cleveland and at Palo Alto. 

Mr. Tuomas. Can somebody give us a horseback opinion on that 
question whether you have sufficient existing beds—I am not talking 
about staffing now, but sufficient existing beds to take care of the fore- 
seeable needs, present and foreseeable future needs of NP cases? 

Mr. Hietry. There is one part of that question, Mr. Chairman, that 
I would not know how to answer. Many people feel that if a veteran 
is in a State mental hospital, we should make room for him. Now, 
we do not count that man who is already being taken care of by the 
State (nonservice connected) as somebody that we should claim as 
“waiting.” We feel he is being taken care of. 

Now, you will get in a big argument there. 

Mr. Tuomas. You get into a sizable argument there, in the first 
place because the State took him because you were not able to take him. 
And you have undertaken to take care of these veterans and you are 
not taking care of that one that is forced to go to the State hospital. 

The only reason he went to the State is because you did not have a 
bed for him; is not that it? 

Mr. Hictry. He would not be service connected. 

(Discussion off the record.) 
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Mr. THomas. Can somebody give us a good conclusion whether you 
have them, or do not have them? You can throw in this point that 
the Administrator raised. 

We will ask how many of those patients are in State hospitals, State 
institutions, rather than VA. What is your opinion on it, Doctor? 

Dr. Mippieron. So far as the total program is concerned, there 
were 18,534 applicants eligible for admission as of December 31, 1955, 
and of those 15,268 were NP patients. So that the NP’s still 1s our 
tremendously heavy problem. 

As Mr Higley has said, many of those individuals when we come 
to process them for admission we find have been placed in State insti- 
tutions. 

Mr. Tuomas. They are all nonservice connected ¢ 

Dr. Mippieron. Yes. 

Mr. Tuomas. How long would it take you to get those people in beds 
after they make their application? How long have they been wait- 


ing? 

br. Mippteron. Many of them have been waiting a long time. 

Mr. Tuomas. You do not have the beds in existence ? 

Dr. Mippiteton. Nor do we have the staff. You could give us 
15,000 beds today, Mr. Chairman, and we could not take care of 10,000 
of that group. 

Mr. Tuomas. Even if you had the 15,000 beds you could not staff 
them ? 

Dr. Mipptetron. That is right. 

Mr. Tuomas. How many of that 15,000 are in State institutions? 

Dr. MippiEron. Of this group you are referring to, 15,000, we have 
no figure. 

Mr. Tuomas. Those in the State institutions are included in your 
15,000 figure? 

Dr. Mippieron. That is right; many of them. 

Mr. Tuomas. Forgetting that 15,000 figure, how many would you 
say, veterans, who are mental cases, are in the State mental institu- 
tions? Do you have any idea? 

Dr. MippteTon. We have no way of knowing unless there were a 
survey made in the State institutions and private institutions, Mr. 
Chairman. 

Mr. Tuomas. Has anybody made that? 

Dr. Mipptetron. No, sir. 

Mr. OsrerraG. Your record would show whether an application 
had been made for hospitalization in the veterans hospital; would it 
not ¢ 

Dr. Mippieron. Yes. 


NEW HOSPITAL PROGRAM 


Mr. Tuomas. We have 112 hospitals. We have had them for 1955- 
57. Do we have any more of any type hospitals coming into existence 


beyond 1957 other than the 1 in Palo Alto, NP, and the 1 in Cleveland, 
NP, a thousand beds each? Do you have those two started ? 

Mr. Hiciey. Just in the starting stage. They won’t be completed 
for 3 years. 





374 


Mr. Txomas. Those are the only two that have been authorized 
and started ¢ 
Mr. Hictey. Everything else is replacement if it is in the program. 


G. M. AND 8S. BEDS 


Mr. Tuomas. For G. M. and S. we have 57,524 operating beds, which 
is an increase of 1,150 over last year. 

Your daily patient load is 50,870, which is an increase of 1,550 over 
last year. You have a surplus of G. M. and S. beds; have you not? 

Dr. Mippietron. Weare running fair occupancy. We count in ordi- 
nary civilian hospitals anything over 80 percent as good occupancy. 

Here we have 87 percent and 88.4 scheduled next year. 

Mr. THomas. What is your waiting list? 

Dr. Mipptetron. 2,991 G. M. and S. 

Mr. THomas. Service connected ? 

Dr. MipptetTon. No, there are no service connected. 

Mr. THomas. No service-connected waiting patients, and you have 
2,300 non-service-connected waiting patients? 

Dr. Mippiteton. About 3,000. 

Mr. Tuomas. What period of time do they have to wait to get in? 

Dr. Mippirron. I made a survey of one area. It is 4 days in one 
and 1 week in another. So that it depends on the demand in a given 
area. 

Mr. Tuomas. The longest period of waiting is 1 week? 

Dr. Mrppteron. This is just a given area I have surveyed recently. 
So the waiting list is not long for G. M. and S., but in this given 
area I surveyed it was 4 days for one hospital and 7 for another. 

Mr. Tuomas. If I am not mistaken I get letters now and then saying 
“T have been trying to get in for a month, 6 weeks, or 2 months.” 

Mr. Scuoen. That might be in some area. At certain periods the 
patient load is very high. If the patient applies during that period 
it may be difficult for him to get into the hospitals. 


HOSPITAL MANAGERS 


Mr. Tuomas. I have been in a good many of your hospitals and 
I think by and large your managers do a pretty good job. You find 
them devoted to their job as public servants. I do not think there is 
one of them, particularly those in the professional end of the business 
who could not go out and make 5 or 6 times what he is making as 
manager. They do a pretty good job, I say. 

Doctor, the more latitude you give those managers, the less you 
keep your staff off their necks, the better hospitals they are goin 
torun. They are in a better position to know how to run a hospita 
than your staff in your office. 

Mr. Hictry. We have been moving in that direction. 

Mr. Tuomas. There is nothing in the world any more disconcerting 
to one of those old managers who is out there beating his brains out 
7 days a week, and most of them are on duty Saturdays and Sundays, 
than to have a crowd from Washington come down and criticize and 
tell him how to run the business when they do not know what it is 
all about. 
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Where is the table now for G. M. and S.? 
Mr. Scuoen. 8-76. 


HOSPITAL DESIGN 


Mr. Tuomas. Who designs some of these new hospitals? I saw 
one in Dallas, in Seattle. They are all the same. It is a monstrosity. 
There is not a restaurant man in the country who does not know better 
than to have his dining room and kitchen on separate floors, but 
that is what you did. There is enough wasted space on your ground 
floor to have no telling how many beds. No telling how much money 
you threw away on han hospitals. 

Who designs those? Is that the bureau setting up here all the time 
telling the local manager how to run their hospitals? These were 
built before you folks were here. 

Mr. Epear. Some were designed by the corps and some were de- 
signed by the Veterans’ Administration. 

Mr. Tuomas. Yes, but you have a big staff up here supervising 
the designing of the hospital and telling the manager, “You put a wall 
here,” and he wants to put it over there. 

Who designed these wasteful hospitals? And they are all new ones. 
They are your newest. Some of them look like a country club on 
the ground floor. 

I do not mean that one in Chicago, because that one is beyond 
description there. I will not even attempt to describe that one. That 
one is so wasteful. I just mention the one in Dallas and that one in 
Seattle. 

Mr. Enear. Seattle was corps designed. 

Mr. Tuomas. You have a staff over there on designs and plans 
which has been over there a long time. They had to approve them. 

Mr. Epear. That is right. 

Mr. Tuomas. Where is that crowd? Are they still here? They 
ought to go out and look at their handiwork. 

Mr. Evear. The present crowd in both shops is quite different, both 
medical and construction departments. 

Mr. Tuomas. Well, the damage has already been done. You are 
saddled with it, wasted space, dining room on one floor, bringing the 
food up by a dumbwaiter. 


GENERAL MEDICAL AND SURGICAL HOSPITALS 


Mr. Reporter, will you insert page 8-76 in the record at this point. 
(The material referred to is as follows :) 
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Mr. Tuomas. What is the average cost per day for G. M.’and 8S. 
beds ? 

Mr. ScHorn. Twenty dollars. 

Mr. Tuomas. This table on 8-76 gives a wealth of information, even 
showing the unit cost here of what you charge against a bed for build- 
ing and ground service. That is for cutting the grass and trimming 
the trees, is it not? 

Mr. ScHoen. Yes. 

Mr. Tuomas. What is your food cost here for an ambulatory 
patient ? 

Mr. Scnoen. We don’t have it broken down. The overall average 
is $3.11, including food. 

Mr. Tuomas. That is what it costs you to feed him per day, is it ? 

Mr. Scuoen. That is right, service and raw food. 

Mr. Tuomas. The veterans out in those domiciliaries cost what? 

Mr. ScHoen. $1.61. 

Mr. THomas. You do not find any better food in any hospital than 
you find in the average VA hospital, or do I have to tell you all that ? 

Gentlemen, will you all come back in the morning at 10 and we will 
start in with “Outpatient care”? 


WepnEspAy, JANUARY 25, 1956. 


Mr. THomas. The committee will please come to order. 
We will continue our hearings on the Department of Medicine 
and Surgery. It is good to see this crowd all looking so nice and 


fresh. Off the record. 
(Discussion off the record.) 


RESPONSIBILITIES FOR PROPERTIES OF OUTPATIENT CLINICS 


Mr. Tuomas. Who has jurisdiction of properties of the outpatient 
clinics? Is that under the jurisdiction of the central office of medi- 
cine? Isit under the jurisdiction of the hospital, if there is a hopsital 
in the area? Is it under the jurisdiction of the manager of the dis- 
trict.office, or is it autonomous? 

Dr. Mippteron. The regional office, sir. 

Mr. Hicuiry. Except there are variations. You had better get that 
in. Boston, for instance. Give him the whole story if there are 
variations. 

Mr. Scuoen. The physical facilities, where the clinic is located in 
a regional office, are the responsibility of the Department of Veterans 
Benefits. Where the clinic is located in a hospital, it is a Depart- 
ment of Medicine and Surgery function. 

Mr. THomas. For management control and all purposes? 

Mr. Scuoen. Of the facilities, yes. 

Mr. THomas. What about the personnel ? 

Mr. Scuoen. The personnel of all outpatient clinics are the respon- 
sibility of the Department of Medicine and Surgery. 

Mr. THomas. The central office in Washington then ? 

Mr. ScHoen. Yes. 

Mr. Tuomas. Not local control then ? 
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Mr. ScHoren. We have a chief Medical Officer in each clinic. 

Mr. Tuomas. But they are on the force with the hospital as far as 
the management for phsyical properties. If they are located in a 
regional or in a hospital, the physical property comes under the man- 
agership of the hospital. 

Mr. ScHoen. Yes, sir. 

Mr. Tuomas. If it is located in a district office, the district manager 
is responsible for management of the properties. 

Mr. Scuoen. That is ‘Tight, sir. 


Suprety AND Rea Estare Funcrions or THE DEPARTMENT OF 
VETERANS BENEFITS 


Mr. Tuomas. What size unit do you have in the Department of 
Veterans Benefits dealing with real estate. Do you have a separate 
unit? 

Mr. Srone. We have within our supply service a section of two 
people. Practically all of our buildings are controlled and reported 
and maintained by General Services. 

Mr. Tuomas. Within your Supply Service? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. Do you have a separate and distinct supply service 
from Medicine and Surgery. 

Mr. Stone. Yes, sir. 

Mr. Tuomas. Warehouse system, too? 

Mr. Stone. No, sir. 

Mr. Tuomas. How many people do you have in that unit in your 
supply system ? 

Mr. Stonse. Throughout the whole, or just our department, do you 
mean ? 

Mr. Tuomas. Yes. Separate and distinct from the supply system 
of Medicine and Surgery, I believe you just said it was. 

Mr. Kesey. 37, Mr. Chairman. 

Mr. Tuomas. 37 what? 

Mr. Baxer. 37 persons in the Department of Veterans’ Benefits. 

Mr. Tuomas. That is the central office alone? 

Mr. Monk. In the field we have 527. 

Mr. Tuomas. That is supply ? 

Mr. Monk. Yes, sir. 

Mr. THomas. 527 plus 37, 564 all together? 

Mr. Monk. Yes. 

Mr. Tuomas. An estimate of 37 average employment. 

Mr. Srone. Personnel for the formulation and recommendations? 
to the Director, Administration Service of policies and plans and pro- 
cedures and standards pertaining to real property man: igement, In- 
cluding the acquisition and disposal of real property, engineering, 
including safety and fire-protection activities, supply management, 
supply- fund management, procurement and distribution of “supply 
items, 

Mr. Tnomas. Now you are combining supply and real estate. That 
is what you are doing. You have a total of 564 people in supply and 

real estate in the Department of Benefits who are separate and dis- 
tinct from the Real Estate Division in Medicine and Surgery? 
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Mr. Strong. They handle all supply activities within the regional 
offices. 

Mr. THomas. How many do you have allocated to real estate? 

Mr. Strons. That is just a byproduct, of course. Within each re- 
gional office we have —— that work part time on it, and two full 
time, in our departmental. 

Mr. Tuomas. Your regional offices tell me that they can’t make any 
decision on real estate. It has to be made in the District of Columbia. 
Is that correct ‘ 

Mr. Stone. Practically so. The deals are made with GSA and 
worked out in conjunction with them. 

Mr. Tuomas. What do you need with 564 people in your supply 
system and at the same time you have this other setup here, your 
warehouse and supply depot, where you have 350 people? Why 
don’t you absorb them? You have almost twice as many. One does 
for M. and S. and the other does for you? I imagine M. and S. will 
buy twice as much as your people. How much do they purchase a 

year ¢ 
. Mr. Stone. Of course the offices are not located contiguously at all 
and there are 67 regional offices and also in the Philippines and other 
stations there are not located with the hospital and their work is 
entirely different. It is going down and we have been producing 

Mr. Tuomas. What do 37 people in the District of Columbia do 
and what do the 534 people do outside of the District of Columbia? 

Mr. Sronre. Of course the 37 people average employment that we 
have here, are for the formulation and recommendation to the Direc- 
tor and Administration of the service, policies, plans, procedures, and 


standards pertaining to eee eee management, and disposal of 


real property, engineering, and also supply management and handling 
the supply fund and procurement and distribution of supply items 
that covers their work. Of course surveys are made in the fields and 
they work very closely. 

Mr. THomas. Can you break down that 37 between supply and 
real estate, supply meaning consumer items? 

Mr. Stone. Two people, of course, work on real esate and property 
management and they are the only ones connected with the property 
management at all. In the supply service with 37 people in our 
organization now, there is a director and then there is the Chief of 
Funds and Supply Management Division, Chief of Real Property 
and Management Division, one of Chief of Procurement Division and 
Supply Management and Fund Management. 

Mtr. Tuomas. How many do you have in real estate now? 

Mr. Strong. We have two people. 

Mr. Tuomas. Only two? That is in the District of Columbia? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. And the other 35 are in Supply? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. Do you people do any buying ? 

Mr. Stone. Yes, sir. 

Mr. Txomas. How much money do you spend a year for Danes 
What do you buy and what is the use of having that fund for M. and 
S. if you folks are going to have a unit to buy with also? 
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Mr. O’Nem. Mr. Chairman, the Department of Veterans Benefits 
buys nationally approximately $10 million a year of the total. Asa 
result of the Booz-Allen-Hamilton recommendations to the Veterans’ 
Administration, it was concluded that the management, the property 
management function should be under direct management of the De- 
partment and the property management function was divided be- 
tween the departments. The centralized buying program was divided 
between the two major departments, the Department of Medicine and 
Surgery and the Department of Veterans Benefits, along these lines: 
It was concluded there should be no duplication of effort between 
the two departments but that since—— 

Mr. Tuomas. That certainly is nice. Can you tell me how you 
avoided that duplication ? 

Mr, O’New. We did it in this manner. We concluded that since 
Veterans Benefits was primarily an administrative function, operat- 
ing offices, basically, and the Department of Medicine and Surgery 
operated the hospital program 

Mr. Tuomas. You are carrying me a little too fast. It doesn’t 
make any difference what they do, that pencil, typewriter, stationery, 
and carbon paper is common to everybody regardless of what the 
job is, 

Mr. O’Netz. Those items are bought by the Department of Veterans’ 
Benefits for everybody in the Veterans’ Administration. 

Mr. Tuomas. Go ahead. What do you buy? We certainly don’t 
have use for both of you now. 

Mr. O’Nei. The Office of Purchasing Agent doesn’t buy anything, 
sir. Ours is a staff function purely in the Office of the Chief Purchas- 
ing Agent. The actual buying is done within the two departments. 

Mr. Tuomas. What is the total amount of money spent now for 
purchase of consumer items for the Department of Veterans Benefits? 
Do I understand you to say $10 million ? 

Mr. O’Net. $10 million. 

Mr. Tuomas. How much is bought by the supply fund for the 
hospital program ¢ 

Mr, O’New. $120 million. 

Mr. Tuomas. You have a complete staff now, I presume, buiving 
this $10 million? How many people do you have in your staff here 
for the Department of Veterans Benefits in the District of Columbia 
doing the buying, 35 out of your 37? 

Mr. O’Net. No, sir. 

Mr. Tuomas. It has been testified that you had 35 in Supply. I 
don’t get it. Don’t all of them do buying? 

Mr. O’Net. Four people actually on that centralized buying. 

Mr. Tuomas. What do the other thirty-some do then ? 

Mr. O’Ne. Part of them see that the field stations, the regional 
offices, do proper planning for supply management and inventory 
management at the stations. That we consider one of our major 
problems. We reduced our inventory $3,300,000 within the last year. 

Mr. Tomas. Does your organization do the buying now for D. 
M. and S.? 

Mr. O’Net. No, sir. The two Departments have their own buying 
organizations. Each one has its own buying organization. 

Mr. Stone. How we avoid the duplication of buying: 
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Mr. Trromas. How do you do that, then? 

Mr. O’Neit. My job, sir, is one of planning and management, im- 
provement in the programs of the Department. My office is a small 
office. We have 32 people budgeted there and 17 of them are engaged 
in common services of a type ‘of this general type. One function is 
the review of appeals by contractors which is a responsibility of the 
head of all agencies—— 

Mr. Tomas. I thought you had the warehouses. 

Mr. O’Netr. No, sir. The Department of Medicine and Surgery 
operates the warehouses. We give them staff supervision. 

Mr. Tuomas. Who has the supervision of the stocks in the ware- 
houses and purchases of the stocks in warehouse? Is that all D. M. 
and S. or is that part of the Department of Veterans Benefits? 

Mr. O’Netu. Both, sir, to this extent: administrative supplies in the 
depot, the responsibility for the distribution stocks is the responsi- 
bility of the Department of Veterans Benefits. Medical and hospital 
supplies in the depot are the responsibility of the Department of 
Medicine and Surgery. The depots administratively are under the 
direct supervision of the Department of Medicine and Surgery. 

Mr. Tuomas. Sort of complicated, isn’t it, Mr. Higley ? 

Mr. Hierry. Well no; it makes pretty good sense when you get 
right in the middle of it. 

Mr. Tuomas. How can it make sense when you have two buying 
organizations within one? 

Mr. Hicrey. They are not duplicated. 

Mr. Tuomas. It doesn’t make any difference whether they are 
duplicated or not. 

Mr. Hietry. They are totally separate in their function and lo- 
cation. 

Mr. Tuomas. What justification can you have for two of them? 

Mr. Hicriry. It takes so many people to do this work. The only 
question is whether or not if you put them together you do it with 
any less people than the number doing the job now. 

Mr. Tuomas. You know that is possible. That is exactly what will 
happen. I presume that is the reason it had to happen. There was 
too much conflict within the organization of one fellow afraid the 
other one is going to get ahead of him and the result is you have two 
overlapping buyi ing organizations. They are bound to be. 

Mr. Hicrey. We don’t think they are overlapping because their 
functions are quite separate. You will notice that we get a great 
deal of what we use from GSA. 

Mr. Tuomas. That even further complicates it. 

Mr. Stoner. Mr. Chairman, we do have common services in stations 
where they are close together. One supply in D. M. and S. may oper- 
ate it for the whole thing or the regional office may operate it for the 
combined setup. So there isn’t any duplication or competition. 

Mr. THomas. What part of your $10 million is spent locally? Back 
iny — various installations, I mean. 

Mr. Sronr. Very little from the Department of Veterans Benefits, 
very little. Of course, much more would be in the other departments. 

Mr. Tuomas. Certainly this ought to be consolidated. It is bad 
enough to have GSA being the prime purchasing agent of common- 
use articles and then have the VA, instead of completely using that 
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service, having two, not one supply service, within its own organi- 
zation. 

Mr. O’Net. A little less than half of that is bought at the local 
level, or the regional offices, the bulk of which comes from GSA. 

Mr. Tuomas. Let us get it straight; one says none and you say it is 
half. Which is correct. 

Mr. O’New. Half. 

Mr. Sronr. Half is right as to volume purchased by local people. 
My reference was to that bought from local merchants. 

Mr. Hiaiey. I think the first gentleman was talking about outright 
purchases whereas the second includes what we get from GSA, which 
is outside VA but still it is within the Government. There are two 
ways of looking at it. 

Mr. Tuomas. Put it back on the dollarwise basis. You have $10 
million that is spent by this crowd in purchasing. Is it 5 million 
allocated by the Washington office to the field offices to spend without 
any strings attached, or how is it handled? 

Mr. O’Net. I would like to point out that the centralized buying 
program was formerly consolidated with the VA in one office and that 
office was directly under my responsibility. In the reorganization it 
was separated believing that we could obtain a greater overall effec- 
tiveness and a greater overall efficiency. The actual division resulted 
in a decrease in personnel of approximately 10 percent. We have 
improved that situation and we believe that the competitive effort 
and although—— 

Mr. Tuomas. You mean that was the result of the $50,000 that was 
paid Booze-Allen-Hamilton. Before you had them all set up in one 
office and now it is broken down into 2 units—and you saved how 
much by it! 

Mr. O’Neit. The overall personnel involved in supply, in the cen- 
tralization, the centralized distribution program has been reduced by 
over 10 percent. 

Mr. Tuomas. As a result of splitting it into two sections? 

Mr. O’New. That is right. 

Mr. Tuomas. You are going to have to show me. What about the 
vanteen service now?’ Does that have a separate buying unit, too? 

Mr. O’NetL. Entirely separate but I might say this: This is under 
entirely different laws. Little would be gained by combining the two, 
per se. However, the Department of Medicine and Surgery 

Mr. Tuomas. I don’t follow you there because they buy under laws 
that there would be little saved 

Mr. O’New. Mr. Thomas, if you have to buy competitively 90 per- 
cent of your requirement and buy noncompetitively the remainder, 
10 percent, it must be 2 actions no matter who does it. 

Mr. Tuomas. I presume you are talking about the canteen service 
meaning you don’t have to buy competitively ? 

Mr. O’Net.. Canteen service does not have to buy competitively. 

Mr. Tomas. Don’t you think it would be better if they did? © 

Mr. O’Net. They do buy competitively but not under the provi- 
sions of section 3709, Revised Statutes. 

Mr. THomas. What difference does that make ? 
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Mr. O’New. There is this further point that I would like to make 
on those items which the operating program 

Mr. Tuomas. You mean to say the canteen service doesn’t buy 
competitively ¢ ? 

Mr. O’Neiw. They buy competitively but along an entirely different 
plan. They do not have to buy. They buy under price agreement, 
negotiated. 

Mr. Tuomas. That is bad. Gentlemen, we are going to have to 
spend a little time on the canteen service. We will get over to that 
in a minute. 

Mr. O’New. They do buy from the stocks bought through the ap- 
propriations, that is bought competitively, those items which are 
common to both programs. We have made that arrangement and 
they do withdraw those from station stocks. However, ‘the bulk of 
the items which they buy are not common to both programs. 

Mr. Tuomas. That is negotiated ? 

Mr. O’Ner. That is right. 

Mr. Tuomas. I guess we will have to spend a little time on this. 
How many people do you have working in it? In your canteen serv- 
ice purchasing program? I guess we wi go into that separately. 
Do you have any green sheets on your real estate section here, sir? 
Can you give us any information on that 

Mr. Baxer. Mr. Chairman, we have arranged to get a tabulating 
run of the positions and grades of employees on duty as of December 
51, for all employees in the departmental services broken down by 
organizational segments which will break out insurance, veterans bene- 
fits within their various organizational units as well as the staff serv- 
ices of the central office. It will take a little while to run that, prob- 
ably a day or two. 


OUTPATIENT CARE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate’ 


Program by activities: 
1. Operation of clinics bs - ‘ $57,008,478 | $57, 732,100 $57, 292, 400 
2. Outpatient care in hospitals __ 7 747, 578 748, 000 748, 000 
3. Office services _.....__- J 7, 371, 689 8, 029, 600 7, 870, 100 
4. Fee basis care: 
(a) Medical_. we aa bisiadula > boce 7, 754, 439 7, 861, 500 &, 312, 500 
(b) Dental . 11, 193, 664 11, 100, 000 8, 415, 000 





I oS one ccbdeonice ames 84, O75, 84! , 471, 82, 638, 000 

Financing: 
Comparative transfers from other accounts 
Obligations in excess of availability _ _- 


Appropriation (adjusted) - __- 30, 3 | 82,089, 000 82, 638, 000: 
Proposed supplemental due to pe ay increases. -.-......- iin d aie 
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_eeotone by objec ts 





Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year____-_-__....-.-----..- 
Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade__-____- 
Ungraded positions: Av erage salary _- 


01 Personal services: 
Permanent positions _- 
Positions other than permane nt_ 
Regular pay above 52-week base. 
Payment above basic rates 


Total personal services 
02 Travel: 
Employee. -.....-...: 
Beneficiary - -- 
03 Transportation of things 
Shipment of bodies 
04 Communication services. --.- ; 
05 Rents and utility services-_-__-_-___- : J a 
06 Printing and reproduction 
07 Other contractual services ae 
Medical and dental fees --_- 
08 Supplies and materials-.___- 
09 Equipment 
13 Refunds, awards, and indemnities 
15 Taxes and assessments. - ; 


Subtotal. : 
Deduct charges for quarters and subsistence 


Total obligations erik snes i a 


1955 actual 


| 8, 090 
364 
9, 716 


$3, 748 | 
GS—4.2 
$9, 22 


| $44, 480, 799 
3, 064, 52% 
182, 207 | 
109, 334 | 


47, 836, 862 | 





171, 937 | 
| 4, 765, 227 
70, 149 

4, 160 | 





580, 637 
| 237, 761 
2, 379 
1, 565, 444 
18, 948, 103 
9, 548, 995 
303, 800 
7,712 

42, 713 | 

84, 085, 879 | 
10, 031 


84, 075 i, 848 


8, 543 


1956 estimate 


7, 547 

341 
9, 547 
8, 867 


$4, 066 
GS8-4.2 
$10, 225 


$46, 246, 800 
3, 000, 000 
180, 000 

143, 300 


49, 570, 100 
208, 000 


4, 700, 000 
66, 300 


3, 400 | 
571, 800 | 
227, 300 | 


80, 000 
1, 475, 000 
18, 961, 500 


9, 334, 300 | 


225, 100 
10, 200 
45, 400 


7, 200 


85, 471, 200 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation. ___....-- 
Transferred (69 Stat. 240) from—_ 
‘*General operating expenses, Veterans’ Administration”’ 
‘Grants to Republic of Philippines, Veterans’ Adminis- 
tration”’ 
‘Maintenance and operation of supply depots, Veterans’ 
Administration” 


Adjusted appropriation. -_-..--.-.--.-- 
Proposed supplemental due to pay increases - - 
Obligated balance brought forward -- -_- : 


Total budget authorizations available_.................- 
EXPENDITURES AND BALANCES 


Expenditures— 
Cs. Ol Geerems atiiorientions..............-..........<... 
Out of anticipated supplemental sere fea 

Out of prior authorizations 


Total expenditures 
Balances no longer available: 
Unobligated eapeins for obligation) 
Othe r 


Total expenditures and balances. -__..........- oe 


1955 actual 


| $82, 967, 601 | 


117, 573 | 
23, 000 | 
22, 048 | 
a 100,222 | 


‘ll, 980, 903 


|- ee 


_ 95, 111, 125 


$82, 089, 000 


82, 089, 000 
3, 382, 200 
7, 915, 177 





85, 478, 400 | 


1957 estimate 


7, 525 

328 
9, 481 
8, 855 


$4, 083 
Gs-4.2 
$10, 292 


$45, 945, 900 
2, 953, 200 


143, 300 
49, 042, 400 


206, 400 
4, 508, 200 
66, 100 

3, 300 
571, 000 
226, 000 
4, 000 

1, 473, 900 
16, 727, 500 
9, 454, 700 
220, 000 


44, 500 


82, 638, 000 


| 1956 estimate | 1957 estimate 


$82, 638, 000 





75, 333, 471 
“10, 700, 001 


86, 033, 472 





| 7, 211, 000 


93, 386, 377 | 


75, 182, 800 
3, 246, 200 | 





85, 640, 000. 








EE Se 
1, 167, 132 | 613, 770 
7,915,177 | 7, 182, 607 
95,111,125 | 93, 386, 377 | 


82, 638, 000 


7, 132, 607 


89, 770, 607 


75, 568, 000 
136, 000 

6, 396, 000 

82, 100, 000 
“510, 607 

7, 160, 000 


89, 770, 607 
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Mr. Tuomas. Let us look at outpatient care. 


1957 you 
$83,130,299. 


have $82,638,000. For 


For the fiscal year 


1956, $82,089,000. 


For 1955, 


Mr. Reporter, at this point will you insert the two tables on 9-2 and 


9..]. 


(The matter referred to follows :) 


OUTPATIENT CARE, $82,638,000 


Obligation summary by object 


Obligations by object 


Average employment: 
VA employées 
Average salary. “ 
Fringe benefits, Public Law 763 
Pay increase, Public Law 94 
Consultants 


Obligations: 
01 Personal services- a 

Medical consultants 
Dental consultants 
Fringe benefits, Public L: aw 763 
Pay increase, Public Law 94. - 

Travel: 
Employee 
Increase travel el requirement, Public 

Law 189_ : : 

Beneficiary a 

Transportation of t ings: 
Shipment of bodies 
All other Poa 

Communications___--- 

Rents and utilities 

Printing and reproduction. --__- 

Other contractual services: 
Medical and dental fees---._-- 
Medical fees____- 
Dental fees__ 
ee 
Employee insurance, Public Law 

598 


Supplies and m¢ aterials ___- . 
Medical and dental supplies 
Prosthetic supplies--_-_---.....-... 
All other. ‘ os 

Equipment 

Refunds, awards, and indemnities. 

Taxes and assessments --- 


09 
13 
15 


Total gross obligations Pees 

Less quarters, subsistence, and leave___. 

Total net obligations__- bic 
Less: 

Comparative transfer from inpatient care 
appropriation_- 

Comparative transfer from general operat- 
ing expense appropriation 

Unobligated balance, estimated savings = 


Subtotal 


Less: Proposed supplemental _- 


Adjusted appropriation or estimate 





Fiscal year | 


1955 actual 
| 


| 
9, 525 | 
$4, 900 


~ (105) 
135 


$47, 836, 862 
(1, 108, 820) | 
(59, 906) | 


~~ (996, 222) | 


4, 765, 2 227 


4, 160 
70, 149 
580, 637 
237, 761 
2,379 





18, 948, 103 

(7, 754, 439) 

(11, 193, 664) 
1, 565, 444 


(116, 200) 
9, 548, 995 
(5, 477, 393) 
(3, 541, 754) 

(529, 848) 

303, 800 

7, 712 

42, 713 
879 
031 
848 


84, 085, 
—10, 
84, 075, 


747, 578 
193, 392 
4, 656 


Fiscal year 
1956 esti- 
mated 


9, 363 

$5, 176 
(6) 
(361) 

128 


$49, 570, 100 
(1, 040, 800) 
(66, 300) 

(54, 000) 

3, 382, 200) 


208, 000 


(31, 700) 
700, 000 


3, 400 
66, 300 
571, 800 
227, 300 
80, 000 


18, 961, 500 
(7, 861, 500) 
(11, 100; 000) 
1, 475, 000 


(164, 600) 
9, 334, 300 
(5, 296. 300) 


85, 478, 400 
—7, 200 
85, 471, 200 


85, 471, 200 
— 3, 382, 200 


| 


| 
| 





Fiscal year 
1957 esti- 
mated 


9, 309 
$5, 154 
(6) 
(359) 
116 


$49, 042, 400 
(1, 000, 000) 
(66, 200) 
(53, 800) 
(3, 339, 600) 


206, 400 


(35, 000) 
4, 598, 200 


3, 300 
66, 100 
571, 000 
226, 000 
4, 000 


16, 727, 500 
(8, 312, 500) 
(8, 415, 000) 

1, 473, 900 


(164, 400) 
9, 454, 700 
(5, 288, 500) 
(3. 651, 900) 
(514, 300) 

220, 000 

44, 500 

82, 638, 000 
82, 638, 000 


82, 638, 000 





83, 130, 222 


OUTPATIENT CARE 


82, 089, 000 


82, 638, 000 


Increase (+) 
or de- 
crease (—), 


1957 over 1956 


—54 
—$22 

(..) 

— (2) 

—12 


— $527, 700 
(—40, 800) 
(—100) 
(—200) 
(—42, 600) 


—1, 600 


(+3, 300) 
—101, 800 


—100 
—200 
—800 

~1, 300 

—76, 000 


—2, 234, 000 
(+451, 000) 
(—2, 685, 000) 
—1, 100 


(—200) 
+120, 400 
— (7, 800) 
+(142, 000) 
— (13, 800) 
—5, 100 
—10, 200 
—900 


—2, 823, 200 
+3, 3&2, 200 


+549, 000 


Provision is made for the medical and dental care of veterans with service- 
connected disabilities on an outpatient basis. 
Through this program, medical care is provided with greater economy to the 


Government and convenience to the veterans than the costly alternative of hos- 
pitalization. It is conducted through the facilities of 70 clinics associated with 
VA regional offices and VA hospitals. 








»S- 
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Outpatient care is administered by each clinic primarily by two methods which 
are intended to provide care which is reasonably convenient for the veteran: 
(1) Outpatient care rendered in the clinic facilities of the Veterans’ Administra- 
tion and (2) hometown care, in which the local medical profession in communi- 
ties cooperates with the Veterans’ Administration to enable eligible veterans in 
areas not convenient to the VA clinics to secure essential care in their hometowns. 
1t is the policy of the Veterans’ Administration to require veterans to utilize the 
medical and dental services available in outpatient clinics. Treatment by fee 
basis physicians is authorized only when indicated by the veteran’s physical 
condition or when:travel to the clinic would impose an unreasonable hardship on 
the veteran, or when the professional staffs of the clinic are not adequate to 
provide the necessary care. 

Outpatient services available for eligible veterans at the VA clinics or through 
VA-sponsored hometown care consist of the following: (1) Medical treatment, 
including where necessary mental hygiene and physical medicine rehabilitation 
therapy; (2) dental examination and treatment; (3) furnishing, fitting, and 
repairing of orthopedic appliances and sensory aids, and supplying of drugs and 
medicine to outpatients: (4) medical examination of claimants for compensation, 
pension, and to determine medical need for VA hospitalization or physical ability 
of disabled veterans to undergo training for vocational rehabilitation ; (5) social 
service, with particular emphasis on adjustment of neuropsychiatrie and tuber- 
cular patients to the end that more costly initial or repeated hospitalization is 
avoided; (8) nursing service of a public-health nature, during convalescence, 
from protracted service-connected illness, 

The following factors have been given consideration in this budget: 


(a) Integration of outpatient clinics with VA hospitals 


Prior to fiscal year 1956, 10 RO outpatient clinics were integrated with VA 
hospitals. The integration of 5 additional RO outpatient clinics with VA hospitals 
is planned in fiscal year 1956, for a total of 15 consolidated clinies. No additional 
integrations of RO outpatient clinics with VA hospitals are planned for fiscal 
year 1957. 


(b) Care of veterans with mental illnesses 


The estimate provides for an increase of 8 man-years over the fiscal year 
1956 levels for mental hygiene clinics. This activity is an essential element of the 
total Veterans’ Administration program of care for eligible veterans afflicted 
with mental illness. The mental hygiene clinics are only for service-connected 
cases whose condition can be treated on an outpatient basis. These elinies con- 
tribute substantially to the patient’s ability to cope with his illness and to live 
a more useful life in his community. This, in turn, reduces the alternative need 
for the more costly hospital care. 


(c) Reduction in dental workload 


The provisions of Public Law 83, 84th Congress will continue the downward 
trend in the number of veterans eligible for dental treatment which began in fiscal 
year 1955 as a result of Public Law 428, 83d Congress. In anticipation of this 
continued decline, the budget estimate for fiscal year 1957 for VA outpatient 
dental clinics shows a reductiton of 50 in average employment from the fiscal 
year 1956 level. The estimate of $8,415,000 for fee basis dental work in fiscal 
year 1957 takes into consideration current data which indicate (a) higher ratios 
of veteran eligibility to applications under Public Law 88 than earlier experience 
had indicated could be expected, and (b) more separations annually from the 
Armed Forces than had been anticipated, which will serve to increase the number 
of new applications for treatment. 


EXPLANATION OF MAJOR CHANGES IN OBJECT AND COST CENTER ESTIMATES 
FISCAL YEAR 1957 OVER FISCAL YEAR 1956 


Refer to page 9-1, “Obligation summary by object” 


Medical fees (object 07) 

Increase of $451,000 is due to (1) increased number of individuals visiting 
for fee medical services, i. e., 637,000 in fiseal year 1957 as compared with 612,000 
in fiscal year 1956, or an increase of 25,000; and (2) increase in medical fee unit 
cost, i. e., $11.67 in fiseal year 1957 as compared with $11.45 in fiseal year 1956, 
or an increase of $0.22 per individual visiting. 
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Prosthetic supplies (object 08) 

Increase of $142,000 is due primarily to the increasing cost of prosthetic Gevices 
as they are refined and improved, such as the replacement of vacuum-tube hearing 
aids by the higher cost transistor type. 

The above increases in individual object requirements for fiscal year 1957 
have contributed to net changes in various applicable cost centers, as follows: 

Refer to page 9-7, “Comparison of obligations by activity.” 

Professional medical service 

Increase of $342,600 is due primarily to increase in medical fees as indicated 

above. 
Mental hygiene service 

Increase of $53,700 is due to increased average employment of 8. 
Prosthetic appliances and similar aids 

Increase of $142,000 is due to higher costs of transistor-type hearing aids and 
other prosthetic appliances. 
General administration 

Within this cost center, which reflects a net reduction of $159,500, there has 
been a redefinition of common services functions which has led to balancing 
personnel readjustments in the various component divisions, thus showing small 
monetary increases and decreases in these divisions. The reduction is due 
primarily to increased efficiency and the inclusion of object 06 printing and 
reproduction amounts in the ‘General operating expense” estimate. 

It shows that for fiscal 1957 you have 9,309 employees which is 54 
less than you had in 1956. Also insert the narrative on pages 9-3 
through 9-6, which shows that through this program medical care 
is provided, you say, at greater economy, and conducted through the 
facilities of 70 clinics associated with VA regional offices and VA 
hospitals. How many are located in the VA hospitals, a total of 
Sor 13? 

Dr. Mippteron. Ten which were formerly medical divisions of 
regional offices. This other language is worthy of repeating. Out- 
vatient service available for eligible veterans at VA clinics or through 
7h aouaadeen hometown care and consisted of the following: (1) 
Medical treatment, including where necessary mental hygiene and 
physical medicine rehabilitation therapy; (2) dental examination and 
treatment; (3) furnishing, fitting, al repairing of orthopedic appli- 
ances and sensory aids, and supplying of drugs and medicine to out- 
patients; (4) medical examination of claimants for compensation, 
pension, and to determine medical need for VA hospitalization or 
physical ability of disabled veterans to undergo training for voca- 
tional rehabilitation; (5) social service, with particular emphasis on 
adjustment of neuropsychiatric and tubercular patients to the end 
that more costly initial or repeated hospitalization is avoided; (6) 
nursing service of a public health nature, during convalescence, from 
protracted service-connected illness. 


Mepicat Suppeiies AND MATERIALS 


Mr. Tuomas. Let us go into the “Other objects” cost, and particu- 
larly the cost of medicine and drugs. That is 08, “Supplies and ma- 
terials,” $9,454,700. That is $120,400 more than you had in 1956. 
What is included in that item ? 

Mr. Scorn. I have a breakdown in a little more detail. I think 
it appears on page 9-10. 

Mr. Tuomas. Supplies and materials. You have drugs and medi- 
cines set up here at a cost of $2.4 million. 
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Jae ScuoEen. May I explain that, sir? The figure you are looking 
, the $2,425,000 is for drugs and medicines, of which a considerable 

ent is used directly in the clinics are issued to those veterans who 
visit the clinics. In addition, for medical supplies, that would include 
sickroom supplies and that sort of item, $756,000. Dental supplies, 
$505,000. 

Mr. Tuomas. You have medical supplies here, $505,000; is that 
not so ¢ 

Mr. Scuoen. Third item is dental supplies for $505,000. 

Mr. Tuomas. Go ahead. 

Mr. Scuoren. The item of $2,060,000 is for prescriptions provided 
by a local pharmacy. That is, drugs actually eet to the veteran 
on prescription of a fee-basis physici ian and supplied by local phar- 
macy for which we pay usually through the State pharmaceutical 
association. 

Mr. Tuomas. The veteran also can send that in to the outpatient 
clinic? 

Mr. Scuoen. We do have a large number of cases in which they send 
their prescr iptoas to the clinic. 

Mr. THomas. Not mandatory that he does that, though, is it? 

Mr. Scuoren. Where it is feasible and for certain items of drugs 
where we can do the job more economically ; yes, sir. 

Mr. Tuomas. How do you make the distinction? If you can fill a 
prescription, one prescription or an average prescription, you can fill 
them all ¢ 

Mr. Scuoen. Distance is a factor and the condition of the man at 
the time he reports in to his fee-basis physician. It might not be 
possible 

Mr. THomas. You are putting it on an entirely different basis than 
you put it on before. You make sense in your last statement. You 
didn’t in your first one. 

Mr. Scuoen. I am sorry, sir. 

Mr. Tuomas. This is hometown care? 

Mr. Scuoen. This is part of hometown care. 

Mr. Tuomas. This is based upon urgency, is that what you are 

ying! 

Mr. Scuoen. Essentially, yes, sir. 

Mr. Tuomas. That is understandable. 

Mr. Hicuiry. And feasible. 

Mr. Scnoen. For certain drugs which are high-cost drugs, such as 
cortisone and certain of the antibiotics, the initial supply is issued to 
the veteran by the local pharmacy if the condition requires contin- 
uous treatment over a period of time, the additional supply may be 
provided from the clinic pharmacy. 

Mr. Tuomas. Go ahead with your next one. 

Mr. Scuoen. The next one, engineering supplies, which is mainte- 
nance items is only $6,000. The next biggest item is prosthetic ap- 
pliances, $3,651,000. Those are items issued to veterans, such as 
hearing aids, artificial limbs, legs, stump socks, and so forth. 

Mr. THomas. These are made in any of the VA shops or are they 
purchased outside ? 

Mr. Scuorn. They are purchased under contract. 

Mr. Tuomas. We were trying to estimate yesterday what the entire 
cost. was. 
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-- Scnoen. This is the figure that was included. 
PROSTHETIC DEVICES 


Mr. THomas. What was that total cost for prosthetic devices, hear- 
ing aids, salaries and expenses, and purchasing and everything? Do 
we use a figure of $714 million or $914 million? It is not in any one 
place. We had to draw it together from about 7 or 8 places. 

Mr. Scuoen. $7,500,000. The figure was composed of the $1 mil- 
lion for prosthetic testing and development and the $6,595,000 which 
is the cost shown on page 9-7, for prosthetic appliances and similar 
aids. That made the $714 million. 

Mr. Tuomas. You are going to have to add this on it then, aren’t 
you? 

" Mr. Scuoen. No, sir. Included in the figure of $6,595,000 is the 
cost of personnel employed in the clinics plus the purchased items 


pe 


estimated to cost $3,651,000. 


DRUGS, MEDICINES, AND MEDICAL SUPPLIES 


Mr. Tuomas. Is this $2,425,100, is that the total drug and medicine 
bill? 

Mr. Scnoen. For outpatient clinics; yes sir. 

Mr. Tuomas. It is broken up into these three categories, $2,060,000, 
prescriptions, total hometown 

Mr. Scuoren. Those are separate items, sir. 

Mr. Tuomas. They are not included in the figure of $2,425,000? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. What is the total bill, that is what I am asking you? 

Mr. Scuoren. $9,454,700 total, of which $5,288,000 is for medical 
and dental supplies. 

Mr. Tuomas. Under 08 now, the medical and dental supplies total 
is $5,288,500 ? 

Mr. Scnorn. That is right and on 9-10 is the same information, a 
greater breakdown of the same items that are shown on 9-2. 

Mr. Tuomas. How much money does the VA spend a year for 
medicines and drugs? What is the total bill for 1957? It has been 
running around a little better than $20 million. 

Mr. Scuoen. This is just drugs and medicines. 

Mr. Tuomas. Of which $5,288,500 is for outpatient clinics. Your 
total bill has been running up around $20 million. What is it for 
next year, around $21 million ? 

Mr. Baxer. Drugs and medicines are estimated to cost $17,600,000 
in 1957 in the entire medical appropriation. 

Mr. Scuoen. $15,096,000 in the hospital. 

Mr. Tuomas. In the hospitals—you were asked for a total of the 
department. 

Mr. Scuoren. $17,608,900 total. 

Mr. Tuomas. That can’t be, because you are spending $5,288,000 in 
the clinics, so that is a total of around $21 million. 

Mr. Scuoren. You said drugs and medicines. 

Mr. Tuomas. That is right. 

Mr. Scuoen. We have it broken down between drugs and medicines 
as a category and other medical supplies is a separate item. Medi- 
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cines are shown separately. You asked what were drugs and medi- 
cines. We gave you 

Mr. Tuomas. All right, drugs and medicines, $17,600,000—what 
was it for 1955 and 19564 

Mr. Baker. $14,782,000 for 1955 and $14,732,000 for 1956. 

Mr. Tuomas. You jump about $24 million for 1957! 

Mr. Scuoen. Most of it is in the hospitals ; yes, sir. 

Mr. Tomas. What is the total bill including other medical 
supplies ¢ 

r. Baker. Other medical supplies, $11,000,000 in 1957 against $10,- 
600,000 in 1956 and $10,585,000 in 1955 for other medical supplies. 
That would be added to the $17 million making $28.6 million, roughly. 

Mr. Tuomas. For fiscal 1957 ¢ 

Mr. Baker. Fiscal 1957; yes, sir. 

Mr. Tromas. What composes those other items, the $11 million ? 

Mr. Scuoen. Medical supplies then, $15,096,000 for drugs and 
medicines; blood and blood products, $2,116,000: medical supplies, 
$9,213,000. 

Mr. Tuomas. What does that mean / 

Mr. Scuorn. Medical supplies would be consumable items. 

Mr. Tuomas. That is exactly what we are asking for, break it down, 
it is half a dozen of the common items. 

Mr. Scuoen. Surgical supplies, bandages and that type of thing, 
cotton, consumable items of equipment such as hypodermic syringes, 
needles, that sort of thing. There were others. 

Mr. Tuomas. That costs $9 million a year in hospitals alone. 

Mr. Scuoen. That is right. 


TOTAL GOVERNMENT PURCHASES OF DRUGS AND MEDICINES 


Mr. Tuomas. I was asking not a long time ago a person who 
apparently was well informed on the subject of the cost of medicine 
and drugs; and he voiced the opinion that they were priced entirely 
too high by the manufacturer. 

Mr. Yates. They are. 

Mr. Tuomas. What part of the total output of drugs, medicines, of 
the pharmaceutical manufacturers are bought by the Government 
either through the Armed Services, Public Health Service, Veterans 
Administration, and Civil Defense? Are there any other purchases 
in the Government besides the agencies I have named ? 

Mr. Yates. Foreign aid. 

Mr. Tuomas. I guess foreign aid. Red Cross would come under 
the head of private enterprise; wouldn’t it? 

With a guess that the Government is buying, using, and stoc kpiling. 
Of course, the armed services is buying, using, and stockpiling ; the 
Veterans’ Administration is not supposed to be stockpiling, but IT pre- 
sume you have in excess of a year’s supply on hand; don’t you 4 

Mr. Scuoen. No, sir. 

Mr. THomas. Couldn’t make that 13 months? 

Dr. Mippteron. By no means. 

Mr. O’Net.. Six months of the depot items, only 6 months’ stock. 

Mr. Yates. What does that mean, depot and station ? 
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Mr. O’Net. Certain items lend themselves to national procurement 
and we save money by buying them in larger quantities and distribut-~ 
ing them through the depot system. Of those items we closed fiscal 
year 1955 with 6.1 months’ stock. 

Mr. Tuomas. Civil Defense has been buying for 3 or 4 years purely 
on stock items, a nonusable stock item, and Public Health, I presume, 
is stockpiling and using, not to any great extent on stockpiling. Would 
you say Doctor, that the Federal Government and its various agencies 
are taking 50 percent of the entire output ? 

Dr. Mrpptetron. By no means. 

Mr. Tuomas. What part would you say ? 

Dr. Mippieron. I wouldn’t venture a guess. 

Mr. Toomas. How could you say 50 percent is a bad guess, then ¢ 

Dr. Mippteron. No; because of the tremendous drug bill to the 
United States. 

Mr. Putuirs. Do you mean just the drugs themselves or all the sup- 
plies and bandages ? 

Mr. Tuomas. Just the drugs and medicines. 

Mr. O’New. Just the drugs and medicines, exclusive of the stock- 
piling program, the Government consumes a little less than 5 percent 
of the drugs and medicines consumed in the United States. 

Mr. Yates. Including all of the Government agencies ? 

Mr. O’Net. Right. 

Mr. Yates. Only 5 percent ? 

Mr. Tuomas. Where do you get your information ? 

Mr. O’Net. That figure is based on the Office of Defense Mobiliza- 
tion estimates of wartime requirements and allocation of drugs and 
medicines. 

Mr. Tomas. Including stockpiling, what part of the total national 
output is taken by the Government ? 

Mr. O’New.. It would not double. I could only hazard a guess. 

Mr. Tuomas. It would not be 10 percent—some place between 5 and 
10 percent ? i 

Mr. Yates. Are these all drugs of particular types ? 

Mr. O’Netu. These items are drugs of a particular type. 

Mr. THomas. What about medical supplies? What about that pic- 
ture? You addressed yourself to drugs and medicines—what about 
medical supplies, what part ? 

Mr. O’Nem. Since the Government is about that part of the pro- 
gram I would say it would apply equally to medical and hospital 
supplies. 

Mr. Tromas. Only 5 percent? 

Mr. O’Nen. Yes. 

Mr. Tomas. And stockpiling and use is less than 10 percent? 

Mr. O’Netw. Yes. 

Mr. THomas. We don’t need this tremendous stockpiling program 
then, do we? 

Dr. Mippteron. You surely do for national defense. 

Mr. Yates. But you have 95 percent not being used by the Govern- 
ment. Presumably in the event of an emergency that could be diverted 
for national defense. 

Dr. Mippitrron. Within a week’s time it would all be used up in the 
case of an emergency or catastrophe. 





Mr. Yarers. Is that so? 
Dr. Mippteron. Right. 


PRICE OF MEDICINE 


Mr. Tuomas. That is one of the goals of civil defense, to have a pro- 
gram of laid-away medical supplies and medicine to the tune of $400 
million and they think in time of emergency it would last 10 days or 2 
weeks—$400 million. 

What about the idea that medicines are vastly too high in cost? You 
go to the drugstores to buy one of these myacine tablets and it costs you 
50 cents a tablet. What does it cost the Government ¢ 

Mr. O’Net. 19.38 cents each we are paying currently for tetra- 
cycline. 

Mr. Tuomas. Is that common price now to all Government agencies, 
like the armed services, Civil Defense, Veterans, and Public Health 
Service ? 

Mr. O’Netw. We enjoy a little lower price than some of the Govern- 
ment agencies. 

Mr. Tuomas. For instance? 

Mr. O’Netn. The general scheduled price on tetracycline—— 

Mr. Puitures. Ask him what he thinks they cost the manufacturer 
while you are at it. 

Mr. O’New. Frankly, sir, we believe that the price on those drugs 
istoo high. We have been for the last year 

Mr. Tuomas. Wait a minute, explain what you mean by that par- 
ticular generic term. 

Mr. O’New. Tetracycline, which covers—I will have to get the 
doctor to support me on this—which is marketed under various trade 
names as achromyacin. 

Mr. O’New. Again, as many of these antibiotics are the same 
drugs with additional medical items contained in them, by the addi- 
tion of vitamins they come up with a different name. Basically they 
are the same drug. 

Mr. Tuomas. What does it cost the Government now—19 cents a 
pill, 19.38 cents a pill. That generic term you used covers half a 
dozen different drugs or more? 

Mr. O’Nen. I think that particular one covers four. 

Mr. Tuomas. What do they cost downtown at a retail store ? 

Mr. O’Net. I just filled a prescription and they charged me 60 
cents apiece for them. 

Mr. Yarrs. They make money at 19.38 cents each. 

Mr. O’Nem. That is correct. We believe and we have been nego- 
tiating very closely with them. We have put it on a competitive 
basis. We have four manufacturers of that particular drug. That 
price is the same but we believe we can break it. That has been the 
same for some years, in fact. 

Mr. Tuomas. What about your vitamins? You buy and stock a 
lot of vitamins in the Veterans’ Administration. 

Mr. O’Net. We stock certain vitamins. 

Mr. THomas. What is the price of them to the Veterans’ Adminis- 
tration and what is the price downtown at a drugstore ? 

Mr. O’Net. I don’t have that with me. 

Mr. Tuomas. Do you remember approximately ? 
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Mr. O’Net. It is substantially lower, roughly around 50 percent 
ower. 

Mr. Tuomas. How are you going to break the price of an article 
when you have to have it ? 

Mr. O’Nem. Only through competitive bidding and it is the only 
way, through competitive bidding and changing distribution meth- 
ods. 

Mr. Tuomas. Is there very much competition between the drug 
manufacturers in this country? Do they have a standard price or is 
there different quotations ? 

Mr. O’Net. Price is substantially the same between the major 
competitors, between the major drug manufacturers. They have in 
the past applied their competitive effort through salesmanship, through 
having their representatives sell the doctor on using a particular brand 
name of a drug. 

Mr. Tuomas. What about when you go back to that old fundamental 
thing called price, is there any competition between them in price? 

Mr. O’Neiw. Yes. It doesn’t start out that way, but there are some 
areas in which we have built competition between them on price. It 
is very difficult. 

Mr. Tromas. A 2-price system, not 2-price but 3-price system. Is 
that what youmean? You buy them cheaper than some: Government 
agencies. I presume, then, the Government agencies are buying them 
cheaper than you do, so it is a 3-price system. 

Mr. O’Nett. Actually, the price advantage comes through the method 
of distribution. Our effort is to seek the method of distribution which 


will return to the manufacturer the profit he wants and still provide 
the item at our points of use at a lower price. 


PROTECTION OF SPECIALIZED DRUGS 


Mr. Puiurrs. Mr. Chairman, would you ask to what extent these 
specialty drugs are protected ? 

Mr. Tuomas. What part of these drugs are protected by patents 
and copyrights ? 

Mr. O’Netzt. The bulk of-them:when they first come on the market, 
I would say, almost all of the newer drugs are protected in some way. 

Mr. Tuomas. How do you protect a drug, copyright? 

Mr. Yates. No. It is a formula item. I don’t think you can pro- 
tect it. 

Mr. Tuomas. It is a formula; therefore, it comes under copyright 
rather than patent. Itisaformula. It is not a mechanical device. 

Mr. O’Neu. I do not know the details of it, but there is currently 
a battle between the major manufacturers on this one drug, tetra- 
eycline. It is sold and distributed by 5 distributors under 5 different 
trade names, but manufactured by only 3. 

Mr. THomas. Under license? 

Mr. O’Netw. There is an argument at the present time as to whether 
one of these firms may manufacture this without a license. They are 
currently manufacturing it without a license. 

Mr. Yates. The poliomyelitis vaccine was developed through the 
Government or through the National Foundation for Infantile Pa- 
ralysis and by various other agencies, I think, along with Government 
help. When the vaccine is turned over to manufacturers to develop, 
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does the Government make arrangements to protect the public against 
exorbitant prices; do you know ¢ 

Mr. O’New. We have had no experience. 

Mr. Tuomas. Isn’t that formula protected with a copyright? 

Mr. O’Netu. I don’t think that one is. 

Mr. Puuutes. I think it is registry. 

Mr. Tuomas. Whatever it is, it has some protection. 

Mr. Puituirs. Secrecy is the greatest protection, but I want to ask 
this: Mr. Chairman, in the one that Mr. Yates spoke about, the Salk 
vaccine, and the original use of insulin, my impression was that the 
inventor put it immediately on the open market. Therefore, how can 
these drugs justify the price that the manufacturers ask for them‘ 

Mr. O’New. That is correct in that area. I do not know about the 
price of Salk vaccines because we don’t buy it. 

Mr. Tuomas. The answer is, when these drug firms develop these 
process drugs in their own laboratories, they hold them. 

Mr. O’New. Their own laboratories 

Mr. Tuomas. These fine scientists when they develop them they 
give them to the public for the free use and benefit of it. 

Mr. Puituirs. It would seem offhand as soon as the drug was put 
on the market that another firm could take it and by quantitative 
analysis determine what was in it, and what proportion, and therefore 
manufacture it, but actually that is not so. It is almost impossible on 
some of these drugs to tell the quantity, or the formula by which they 
have been put together. 

Mr. Tuomas. They are also protected someway. 

Mr. O’New. They are protected in someway. 

Mr. Tuomas. Has the Federal Trade Commission looked in re- 
cently to the price of drugs that you know of? Have you had any 
occasion to call upon the Federal Trade Commission with reference 
to the price of drugs? 

Mr. O’Netn. No, sir; we have not. 





DEVELOPMENT OF NEW DRUGS 


Mr. Yates. Doctor, you have an extensive research program. Do 
Lg develop any drugs in that program that are used by the 
public? 

Dr. Mippieton, Presently there is a very interesting development 
in one of our hospitals where from the blood of patients with high 
blood pressure there have been isolated two unknown substances which 
can definitely duplicate the picture of high blood pressure in experi- 
mental animals. Now they are looking for blocking agents to control 
these two unknown chemicals with the idea that then they will be an 
instrument for treating high blood pressure. 

Mr. Yates. Has the VA in the past developed any drugs? 

Dr. Mippieron. There have been no independent drugs developed. 

Mr. Yates. Have any of the Government agencies developed any 
drugs that you know of? Such at the National Institutes of Health 
which they have turned over to a pharmaceutical company ¢ 

Dr. Mipp.eron. To the best of my knowledge, none. 

Mr. Hiciey. The manufacturer must be called in because it is an 
entirely different field. 
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Mr. Yares. Is it a different, entirely different process? The pre- 
liminary question I just asked was for the purpose of determining 
whether, if a Government agency does develop such a drug and I 
thought when they came to mind a few minutes ago of the Salk 
vaccine, but which was developed as much by the funds of the National 
Polio Research Foundation. 

Dr. Mippieron. Eventually it came from there. 

Mr. Yates. If the Government does develop it, what protection is 
given the people when it turns over to the manufacturers to insure 
the drugs would not be overpriced ? 

Dr. Mippteron. As you know in the phrasing of your question, you 
understand that no Government employee may patent a product that 
he develops as a result of his research, 

Mr. Yates. I know that. 

Dr. Mippteton. When it is turned over to the open public I think 
it is a matter entirely out of hands of the Government agency that 
developed it to control its price. In other words, that has to be done 
by another agency of the Government. 

Mr. Yates. You testified yesterday about a tuberculosis drug that 
had cut down your waiting list. Was that developed by a private 
company ¢ 

Dr. Mippieron. That was developed by a private company ; yes, sir. 


CONTRACTUAL SERVICES 


Mr. Tuomas. We have in the record pages 9-5 and 9-6. 

Let us take a look at “Other contractual services,” and in doing 
that, I see this item for 1957 has been reduced $2,234,000 which 
makes a total of $16,727,500 for 1957. That is made up of the follow- 
ing items: Medical fees, $8,312,500 which is an increase of $451,000 
over last year. Dental fees, $8,415,000 which is a decrease of $2,865,000 
under last year. And you have an item of “other” here, which is 
$1,100 less than 1956 making a total of $1,473,900. Then, of course, 
the employees insurance, $164,000. Touch on these items. Your 
medical fees, your dental fees and give us a quick rundown on those. 

On page 9-4, you refer briefly to your reduction in your dental 
work and summarize that for us right quick. 

Mr. Scuoen. As a result of recent changes in legislation, the vet- 
erans now file within 1 year of discharge for noncompensable service- 
connected disabilities which has the effect of limiting the number of 
applications which can be filed for dental care. Therefore, there 
has been a decrease in the requirements to meet the fee-basis workload. 
The workloads for the dental program are on page 9-17. 

Mr. Tuomas. We will get to that sheet in just a minute. 

Let me read this very crisp sentence: 


MEDICAL FEES 


Medical fees which show an increase of $451,000 over last year is due, (1) to 
inereased number of individuals visiting for fee medical services ; that is, 637,000 
in the fiseal year 1957 and compared with 612,000 in fiscal 1956, or an increase 
of 25,000; (2) increase in medical fee unit costs; that is, $11.67 in fiscal year 
1957 as compared with $11.45 in 1956 or an increase of 22 cents per individual 


visit. 
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How do you arrive at those two prognostications for 1957 over last 
year? You mean each visit to your local doctor is going to cost the 
veteran $11.67 next year against $11.45 this year? 

Mr. Scuoen. That is the average case, treatment case; that is right, 
sir. 

Mr. Tuomas. It is not a per-visit—it is per case ? 

Mr. Yares. Per case per visit ¢ 

Mr. Scuoen. In this particular case it is number of visits. 

Mr. Tuomas. You mean it is $11.67 a visit in these small towns that 
the veteran pays his local doctor ¢ 

Mr. Scuoen. That is right. 

Mr. Tuomas. That is about three times what the local people pay 
him then, isn’t it? 

Mr. Scuoen. No; the fees that are paid for fee basis, medical care, 
are the same fees that are charged the general public and are nego- 
tiated with the State medical societies. 

Mr. Hiceiey. This is average. 

Mr. Scuoen. For example, the fee schedule that we use in the State 
of California is the same fee schedule that is used by the California 
Physicians Service. 

Mr. Tuomas. That schedule looks good on paper and so forth and 
soon. You mean to tell me a veteran in a small town calls on a local 
doctor and every time he calls on him it is going to cost the tax- 
payers of this country $11.67 for that visit ¢ 

Mr. Hietry. On an average. In a small town it might be less. In 
Chicago it might be more. But when we get all through with calls 
across the country 

Mr. Tuomas. It is not going to be in Chicago. You have 3 or 4 
vood hospitals there. 

Mr. Hietey. Any city. Where you have outpatient care. 

Mr. Yates. How high may such a fee go to compensate for the $5 
average, for the $5 charge, I should say—the highest fee that a doctor 
gets for such a visit ? 

Mr. Scuoen. This is an average authorization. It may be in the 
sense that you are talking about a $5 visit; it may be 1 visit. It may 
be 2 visits or it may be 3. It is an average authorization. 

Mr. Yares. As I understand, your average is $11 for each visit? 

Mr. Scuoen. No. 

Mr. Yares. I thought that is what you said. 

Mr. Scuoen. There are a number of individual treatments involved 
in each authorization. 

Mr. THomas. How do you arrive at this figure of $11.67 ? 

Mr. Scnoren. We authorize monthly to a physician for medical 
services. Now, that authorization may constitute 1 actual office 
visit; it may be 2 or it may be 3. We take the total number of such 
authorizations. 

Mr. Tuomas. On a monthly basis. Authorizations are issued 
monthly but it covers services during the month requested by phy- 
sicians. 

Mr. Tuomas. Is this $11.67 for a month ? 

Mr. Scuoen. It is the average of all individuals. 

Mr. Tuomas. What period of time: 1 year, 2 years, 3 years, 5 
vears ¢ 
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Mr. Scuoren. The average based on the last 6 months of experience, 
the increase is based on the last 6 months of experience. 

Mr. Tuomas. What period of time is this $11.67 going to compensate 
that local doctor. That is what I want to know. 

Mr. Scuoen. We have 600,000 veterans who are going to go to their 
physician. The physician is going to contact us and he may say, I 
want to see this man three times in the next month, I want to see him 
once, or I may want to see him once every week. He would be author- 
ized the number of visits necessary. When his bill comes in, he submits 
a statement for that month’s services. 

Mr. Tuomas. You are tying this $11.67 to a period of 1 month? 

Mr. Scuoen. That is right. It is the cost of an average authoriza- 
tion for 1 month. 

Mr. Tuomas. He could have visited his doctor in the month half a 
dozen times or one time ? 

Mr. Scuoen. That is right. 

Mr. Tuomas. The average of it is $11.67. 

Mr. Puiiures. Average per patient ¢ 

Mr. Scuoen. Per patient per month. 

Mr. Puitures. No; per patient per case / 

Mr. Scuoren. We have not traced a single patient through for a 
period of a year, if that is what you mean. 

Mr. Tuomas. Why should this item increase $451,000? It looks 
like, to me, it is high enough. 

Mr. Scnoen. The item is increased because the original fee schedules 
were made with the State societies back in 1949. 

Mr. Tuomas. Why should it go up $451,000 ? 

Mr. Scuoen. Because the VA has changed the fee schedules to re- 
fiect fees currently charged by physicians in local communities. 


HOMETOWN MEDICAL SERVICE 


Mr. Yates. Has a copy of such a contract been introduced in our 
record ? 

Mr. Scnoren. We can get the California fee schedule. They break 
it down by all different types of services. 

Mr. THomas. Why should this figure go up $451,000 ? 

Mr. Scuorn. Because the general schedule has not been increased 
since 1949. We have been working on the same schedule. 

Mr. Tuomas. Well, change it then; maybe it will go down. 

Mr. Scuoen. We have changed it and it went up. 

Mr. Tuomas. That is what I am asking you. 

Mr. Scuoren. The average level of physician’s income has gone up. 

Mr. Tuomas. The increase has been due to an increase in the amount 
of fees that they charge; is that right? 

Mr. Scuoren. And also the increase in number of patients by 
25,000 

Mr. Yates. That does not reflect on the average cost. $451,000 in- 
crease. 

Mr. Tuomas. $10 or $11 a visit here on a monthly basis can be $250,- 
000amonth. You go up $451,000 so there is not too much connection 
there. This cost of Madicine is really something; isn’t it? 

Mr. Yares. These are all outpatient visits or visits to the home or 
what ? 
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Mr. Scuoen. Fee visits for hometown physician ¢ 

Mr. Yates. Can it be either office or home? 

Mr. Scuoen. That is right. 

Mr. Evins. Is this increase lower because the VA is limited in the 
amount of care which they themselves can give the veterans in their 
own VA hospitals? 

Mr. Puiures. I don’t think so. 

Mr. Scuoen. No, sir. 

Dr. Mippeton. It is a question of election, really. 

Mr. Scuorn. These are individuals who can be treated on an out- 
patient basis. To put these men in the hospital would cost much more 
than this. 

Mr. Tuomas. These men can go to either place they want to; they 

‘an go to the outpatient clinic for free or else they can go to the hos- 
pital for free. ‘These are service-connected patients. 

Dr. Mippteton. There are many areas, Mr. Chairman, where he 

cannot get to the clinic. 

Mr. Yares. Is this fee larger or greater or the same as the usual 
fee charged by a doctor ¢ 

Mr. Scuoen. What we have been paying now under the old sched- 
ules was less than what they were receiving from other patients. 

Mr. Pures. I take exception to that answer. I do not mean this 
last answer; I mean the one where it says that the patient has the 
choice of going to the hospital or taking it at home because that is not 
a fact. There are many cases where the VA hospital tries to get a 
patient to go a hundred miles or 200 miles to get treatment from a 
clinic at the hospital where he could be treated better and cheaper and 
without undoing all the good by the return trip of 100 miles. I think 
the present medical director has been attempting to correct that, but 
I do not think the choice lies with the veteran as to whether he gets 
it home or in theclinic. Am I right? 

Dr. Mippteron. Mr. Chairman, that is entirely correct in that there 
is definitely an advantage to the patient in many instances of having 
home-town treatment. Where it would bri ing about any hardship that 
is called to our attention, of course we attempt to render that service 
through hometown physician’s care. 

Mr. Puiurrs. It is also cheaper except in those few cases or few 
percentage of cases where the doctor thinks that maybe that would 
make a good part of his income if he could keep that patient coming 
to him for a little while. But at the present time the doctor does 
not need that so we are doing all right. 

Dr. Mippteron. Again, Mr. Chairman, these various State medical 
societies have protected us in the main in that direct examination, 
both in the fee schedule and in the circumstance of the exploitation of 
this particular privilege. Of course, we have had the cooperation of 
the State societies. 


VERIFICATION PROCEDURE OF NEED FOR HOMETOWN MEDICAL SERVICE 


Mr. Puiiies. There are exceptional cases but there are always the 
cases you hear about. 


Mr. Yares. Can the veteran pick his own doctor ? 
Mr. Scuorn. Yes. 


72350—56—pt. 126 
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Dr. Mippteron. Yes, if it is a circumstance of hometown care. 

Mr. Yares. Outpatient care. 

Dr. Mippteron. These are again panels that are set up by the State 
medical societies and we have the privilege of the scrutiny of those 
and of veto if there be men 

Mr. Yares. When you say, panels set up, does that mean he cannot 
pick his own doctor ? 

Dr. Mippteron. Yes. 

Mr. Yates. Where does the State panel come in ? 

Dr. Mipptrron. They screen their physicians so far as their willing- 
ness to cooperate in the program, insofar as their record of perform- 
ance is concerned. In all details it is to the advantage of the veteran 
to have some sort of local screening over which we have the super- 
vision, you see. 

Mr. Yates. Have the panels ever turned down any doctor that you 
know of ? 

Dr. Mippirron. Yes. 

Mr. Yates. Really ? 

Mr. Hiciry. For instance, we found one that was just plain making 
too good a thing of this care. 

Mr. Yates. In what way? 

Mr. Hieiry. He might have a man come in five times a week when 
maybe once a week would be enough. It is pretty good compensation 
and pretty sure money. If we found a man who was doing that, I 
know this board would put their thumb on him and he might not get 
this business. 

Mr. Boranp. How does the board know about this practice? 

Mr. Hietry. Because they are in touch with what is gomg on as 
are we. Here is a certain case that is being overtreated that would 
come to the top sooner or later. 

Mr. BoLtanp. How do you know the case is being overtreated ? 

Dr. Mippieron. Our own physicians screen all of these. 

Mr. Botanp. Your own physicians / 

Dr. Mippieron. Screen all. 

Mr. Botanp. VA physicians ? 

Dr. Zink. Inourclinics. They screen all of the visits that are made 
by outpatients in their own communities. 

Dr. Mipptetron. That is correct. 

Mr. Hiciry. There is a certification that must be made. Of course, 
when they go over it, they watch to see 

Mr. Yarrs. How many instances have there been of the type you 
mentioned where your physicians in your hospitals have sera down 
or have rejected the prospective treatment schedule of a non-VA 
physician ¢ 

Mr. Scnoen. It happens but I do not know how often. The proced- 
ure is this: A service-connected veterans can request treatment by his 
physician where we have arrangements with the State medical socie- 
ties or with a VA-designated physician and he can be treated initially. 
Further treatment must be authorized by a physician in a VA clinic, 
except in emergencies. The VA authorizing physician screens each 
request and may question the fee physician when the request appears 


to warrant such action, or call the veteran into our clinic for a complete 
evaluation. 
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Mr. Yares. I do not understand one thing he just said. Must all 
physicians be approved by a State medical society before the VA will 
permit them to be used? Or will VA recognize any physician who is 
licensed to practice in a community ¢ 

Mr. Scuoen. His qualifications have to be determined if he is not 
« member of the State medical society. Where we do not have the 
hometown medical plan such as in California, there is a fee-basis 
arrangement in which the VA individually determines the qualifica- 
tions of a physician before he becomes one of our fee physicians. 
Where we have the latter type of service, the veteran must visit the 
VA-designated fee physician. But in any case before fee treatment 
can continue, the request is reviewed and approved by the VA clinic. 

Mr. Hietry. Any doctor gets or can get on this panel if he wants 
to do the work and is qualified ; is that not so ? 

Dr. Mippieton. That is right. 

Mr. Yares. If he is licensed to practice presumably he is qualified. 

Mr. Hicitey. With hometown care he does not have to leave his job 
and travel and lose compensation. 


OUTPATIENT MEDICAL AND DENTAL WORKLOAD 


Mr. Tuomas. It isa great thing; we recognize it. 

Let me address myself to your budget people. You have a fine 
justification here on your workload but it is 10 or 15 pages. Will you 
condense your workload in outpatient medical and dental in two 
separate tables for 1955, 1956, 1957. Give us the number of calls for 

each one of the three years showing your increase, your unit cost per 
visit. This thing here is confusing on that 30-day basis but if you 
cannot do any better, O. K. 

Then a separate and distinct table for your dental workload. 

Mr. Scuoen. We have these 2 tables on page 9-19 which cover 
dental. 

Mr. Tuomas. I looked at that and I am not sure this gives it. 

Mr. Scooen. We could take and just delete—— 

Mr. Tuomas. You have more stuff than we are asking for in 3m 
It becomes confusing when you have too much information. I do 
not say that in the spirit of criticism but for this table for the record 
we are going to leave out about two-thirds of this which you have here. 

Mr. Scuoen. I will brief it and insert it in the record. 

(The information requested is as follows :) 


Outpatient medical program—All purposes for which medical care is provided 


1956 | 1957 
eeegeceneene ao om 7 eee eames oo | 


Total staff and fee: | 





Number of individuals visiting !_. sal -------| 2,156,089 | 2, 149, 600 

Number of visits made ?- Ses bbbanstiiebecveceasdsarwieccen| | Gee) SOUR Ge 
Staff: 

Number of individuals  yeeeeien sleneaiags : vara ebanpm shinee ae 


2, 183, 000 
4, 109, 000 


1, 537, 000 1, 546, 000 


| 
| 
Number of visits made ? wneesecsceueersecce-seneens-----| 2,683,214 | 2,634,000} 2 649,000 


Fee: 
Number of individuals visiting !__.__.____- » Li 619, 199 612, 000 | 637, 000 
Cost per individuals visiting aes ee $11. 08 | $11.45 | $11. 67 
Number of visits made ?_____-__---- : ; 1, 425,026 | 1,411,000 | 1, 460, 000 
CAemes Teens TINGS 65 Scie beh ees os dbo fna$5cha-ks $4. 82 | $4. 96 | $5. 09 


1 An “individual visiting’’ is defined as a person who receives outpatient medical services 1 or more times 
during a given month. 
2 Visits are a count of the number of times a patient is seen by a physician. 
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Outpatient dental workloads—Fiscal years 1955, 1956, and 1957 


Fiscal year Fiscal year Fiscal year 
1955, 1956, 1957, 
actual estimated estimated 


| 
Applications for treatment received - ‘ 392, 896 248, 000 189, 000 
Backlog at end of fiscal year_ - aie ae 156, 923 88, 000 32, 000 


Examination cases completed: 
199, 776 134, 000 103, 000 
130, 694 91, 000 64, 000 
69, 082 43, 000 39, 000 








Treatment cases completed: 


Total......... 165, 213 135, 000 112, 000 


53, 013 52, 000 50, 000 
112, 200 83, 000 62, 000 


Cost per case completed on a fee basis: 
Ree ES ere seneeemere 2 Sb $15.14 $15.14 $15. 14 
Treatment $119. 72 $119. 72 $119. 72 


DENTAL APPLICATION BACKLOGS 


Mr. Evins. I wanted to ask you gentlemen how extensive is your 
backlog of dental applications, in round figures. Tell us for the record 
without having to boll weevil through all the charts. 

Mr. Scuoen. In terms of dollars ¢ 

Mr. Evins. No; not in terms of dollars; in terms of applications of 
your backlog—your caseload. 

Mr. Scuoen. In December 1955, we had an outpatient dental back- 
log of 107,000 cases. 

Mr. Evins. 107,000 cases awaiting attention. 

Mr. Puiuirs. Get in the record right there what they expect to 
have on July 1 and what they say they expect to have the following 
July 1. 

Mr. Evins. I was going to ask them about the time lag. Approxi- 
mately what is the time lag between the time the application is filed 
and treatment is authorized ? 

Mr. Scuorn. 12 months average. 

Mr. Evins. And it takes a year from the time an application is filed 
until the veteran is called for treatment. 

Mr. Scnoen. It would vary between officers to some extent. 

Mr. Tuomas. How much money would it take to reduce this backlog 
to a reasonably current status ? 

Mr. Baxer. We believe the amount we asked for will get us down 
to about 32,000 backlog by the end of 1957 with an 88,000 backlog at 
the end of the current year so we will be dropping from 88,000 next 
June 30 to 32,000 a year later. 

Mr. Tuomas. That really cuts your backlog down in 1957. 

Mr. Puts. Will you yield for just another question? That is, 
whether then can get the dentists needed to reduce it more rapidly. 
I think that would be an important question. 

Mr. Scuoren. The point is, we do have—we spent approximately 
7 or 8 million dollars in the first half of the year which leaves us $3 
million for the second half out of a current appropriation. Therefore, 
we have been able to authorize up to $8 million in half a year. So that 
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in the balance of the year we have $3 million left to zo ate = pe u 
potential capacity of some $8 million for the balance of the yea 

Mr. Evins. Is the VA satisfied with the progress it is m: ee and 
with the sufficiency of the funds in the present budget for this pur pose ? 

Mr. SCHOEN. Yes, sir; within the sum for the 2 years, fiscal year 
1956 and 1957. By the end of 1957 there will be what we call an oper- 
ating beciclog which would be 2 months’ work, roughly. 

Mr. Tuomas. You and the Budget Bureau have reached an agree- 
ment on this item, then? You will have it down to within manageable 
size, we will say, at the end of 1957. Let’s take a look at your supply 
depots here, sir. 


MAINTENANCE AND OPERATION OF SUPPLY DEPOTS 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 





Program by activities: | 
1, Administrative ee... aiid $137, 057 $183, 800 | $167, 700 
Se EE Soto aa Uelse Shinn occa cicakadséscdeesa 705, 761 715, 500 684, 100 
3. Stock control operations eanlaan as 309, 069 308, 300 397, 700 
4. Utility operations............................ 7 432, 315 434, 600 | 421, 500 


Total obligations | ly 584, 202 1, 642, 200 1, 671, 000 
Financing: 
Comparative transfers from other accounts-_..-_-_--_-- —5, 810 
Unobligated balance no longer available_-_.-............_-| 7 
Appropriation (adjusted) - --- -- — oe : 1, 578, 393 1, 578, 000 1, 671, 000 
Proposed supplemental due to pay increases______ Ve 5 | ; 











Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Total number of permanent positions 360 371 361 
Average number of all employees ee EU a ere 338 348 352 
Number of employees at end of year__.-_____- isk 3: 360 350 


Average salaries and grades: 
General schedule grades: 
ee a og he a eeu ace 3, $4, 219 $4, 264 
Average grade —4. GS-5.0 GS-5.0 

* Ungraded, positions: Average salary $3. $3, 751 $3, 754 








Personal services: 
Permanent positions 7, $1, “2 500 $1, 401, 600 
Regular pay above 52-week base seers 5, 02 ‘ 
Payment above basic rates , 998 25, 400 





Total personal services __ pajuaee db tithihes 317, 633 397, 7 1, 427, 000 
Travel. ~~ RE. Ne a bce sf 2 5, 400 
Transportation of things. { 1, 500 
Compmiontion eerie... -....2-<.-2222.2-6--c--0ee ‘ 22, 250 
Rents and utility services._........_._____ : 85, 73 ’ 65, 000 
Printing and reproduction. ELS . ,e 7 
Other contractual services , , 40! ; 21, 300 
Supplies and materials Pati 3, ¢ 93, 150 
Equipment ; acai ws ote 54, 907 : 29, 800 
Refunds, awards, ‘and indemnities_ eae _ ae 
Taxes and assessments.. eles ds 4: 5, 5, 600 


1, 671, 000 
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Budget authorizations, eapenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


| 
| 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation | $1, 654,000 | $1, 578, 000 $1, 671, 000 
Transferred (69 Stat. 240) to— 


“Inpatient care, Veterans’ Administration’”’ 
“‘Outpatient care, Veterans’ Administration” 


Adjusted appropriation 
Proposed supplemental due to pay increases 
Obligated balance brought forward 


Total budget authorizations available | 1, 618, 399 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 1, 527, 739 
Out of anticipated supplemental sppeeguiatiens 

Out of prior authorizations 


Total expenditures : 1, 559, 319 
Balances no longer available | 
U eens (expiring for obligation) 1 
8, 260 
49, 700 


Total expenditures and balances__...........---_._-.-_- | —-1, 618, 399 | 1, 709, 600 





(The justification pages referred to are as follows:) 


MAINTENANCE AND OPERATION OF Supply Depots, $1,671,000 


Obligation summary by object 


| | | 

| | Increase 

| oe Fiscal year \F iscal year | (+) or de- 

1955 actual | 1956 es- 1957 es- | crease (—) 
. “| timated timated 1957 over 

1956 


Obligations by object 





Average employment: 
VA employees ‘ a x 346 
Average salary 2 | $4, 041 

F ringe benefits, Public Law 763_. (63) 

Pay increase, Public Law 94. (186) 





Obligations: 
01 Personal services $1, 317, 633 | $1, 397, 700 
Fringe benefits, Public Law 763 lostitcicaets (21, 700) 

Pay increase, Public Law 94 (20, 538) | (64, 200) 

02 Travel, employee 2, 858 | 2, 900 
Increase travel requirements, ‘Public Law 

189 america we (400) 

03 Transportation of things Team ste 1,095 | 1, 500 

i i I 8 hc oe oo ee ad 20, 968 | 23, 000 

05 Rents ape wtiities. ........-......,....-.......] 65, 735 66, 000 
Utility services =e pee aes. oe aan (15, 186) (16, 400) 

06 Printing and reproduction. - win alent 7, 500 
07 Other contractual services _. 21, 405 | 22, 000 
Employees insurance, Public Law 598 (3, 289) (5, 100) 

08 Supplies and materials a ae ae 93, 041 94, 000 
. (12, 830) | (13, 000) 

09 Equipment--.___..-._.--- ce npak ie Sian 54, 907 21, 800 
13 Refunds, awards, and indemnities_. 220 200 
15. Taxes and assessments. L Esaki 6, 340 5, 600 











| 
Total gross obligations__-_--_. ate 1, 584, 202 1, 642, 200 
Less: Transfer from general operating e xpenses. et 5, 810 : : 
Add: Unobligated balance no — available___- | 1 saectweeccutesecesses 
Less: Proposed supplemental_-_____............_-_-- Pe iidtaians 4, : +64, 200 











Appropriation (adjusted) or estimate____._____- 1, 578, 393 1, 578, 000. * 671, 000 | +93, 000 
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Comparative average employment—Summary by activity 


| 
| | Increase 
, ‘oar | Fiscal year | Fiscal year| (+) or 
Activity | Fiseal year | 1956 esti- | 1957 esti- | decrease 
1955 actual | mated | mated | (—) 1957 


|} over 1956 


Depot administration operations said 4 f 50 | -1 
Depot storage operations a Bs 5£ —8 
Depot stock control operations vm 39 5 5 | +16 
Depot utility operations iy 53 | 0 | —3 





+4 





You have 350 people requested here for this year against 346 last 
year. I remember reading some place in one of your narratives, that 
you are taking 20 people out of the central office and putting them 
in the depot operation and the personnel load in the central office 
shows minus 20 but this does not show plus 20 here. It shows only 
plus four. Is there a little hiatus? What became of those other 16 
people ? 

Mr. Puiutes. Off the record. 

(Discussion off the record.) 

Mr. O’Netu. They were absorbed in the program. We actually re- 
duced the demand at the depot by 16 people during that period. 

Mr. Tuomas. You reduced it by 16 ot your overall figure you in- 
creased by 4? 

Mr. Baxer. Transfer of 20 from the other organization, with a 
decrease of 16 in other depot operations. 

Mr. Tuomas. I do not get that. You reduced it by 20 and you 
increased it by 4. 

It is a net loss of 16. 

Mr. O’Net. The point is this: the depot budget includes only those 
field costs of the central distribution program. Certain purchasing 
agents and requirements people who are directly chargeable to that 
distribution program are within the central office administrative 
budget. 

Mr. Tomas. I was going to insert the narrative on page 10-3 but 
you go ahead and tell us just what are the functions of these depots. 
What do these 350 people do and where are your depots located? You 
have four of them? Wilmington, Calif. ; Govursiiin N. J.; Chicago. 
Where is the fourth one? 

Dr. Mippiteton. We only have three. 

Mr. Tomas. What are these 350 people doing? Are they all located 
in the depots or how many of them do you have here in the District 
of Columbia? 

Mr. Scuorn. All in the depots, sir. 

Mr. Tuomas: Are any chargeable to this account here in the District 
of Columbia? 

Mr. Scuoen. No, sir. We are moving certain functions that were 
formerly done in Washington, to the depots and 20 employees are 
going to perform these functions in the depots. 

Dr. Mippteron. Distribution of activity is on 10-5. 

Mr. THomas. What are these 350 people doing? 

Mr. Scuoen. Fifty of these people are concerned with depot ad- 
ministrative operations. That includes the finance, personnel man- 
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agers and normal administrative functions of the three depots: 155 in 
depot storage operations which is the warehousing operations; 85 in 
stock control operations which is the maintenance of the records, stock 
levels and things of that sort. The 60 in utility operations are en- 
gineering people, staff for cleaning, that sort of thing. 

Mr. Tuomas. Do you pay any rent on any of these properties? 

Mr. Scuoen. I can tell in just a second from our object distribution. 
I do not think so. 

Mr. Tuomas. All three of them are Government-owned as I recall. 
You pay a utility bill here and there? 

Mr. Scuoen. Heat, electricity ; $65,000 in 1957. 


PROCUREMENT ACTIVITIES 


Mr. Tuomas. Where is procurement done? This procurement for 
what goes in the warehouses, not chargeable to any of these 350? 

Mr. ScHoen. No, sir. 

Mr. Tuomas. How many do you have doing that now? Is that the 
same 37 you had over there plus about 530 more in the field ? 

Mr. Scuoen. Procurement activities for those items stored in the 
depot are conducted in the central office in the Department of Medicine 
and Surgery for those items for which we have~procurenent re- 
sponsibility. 

Mr. Tuomas. Department of Veterans Benefits do not speak to you 
gentlemen about this? 

Mr. ScHoen. We have very close liaison with them. 

Mr. Tuomas. Good. They have about 564. How many do you 
have doing this purchasing? 

Mr. Scuorn. For the procurement of depot items only and the 
staff job of keeping the supply program in the field operating prop- 
erly, we have presently 210 people. 

Mr. Tuomas. Where are they located ? 

Mr. Scuoen. In the Assistant Chief of Medical Director for Op- 
erations, in the central office. 

Mr. Tuomas. In addition to the 350? 

Mr. Scuoren. The 350 are for the-actual- operation of the depot. 

Mr. Tuomas. Where are your green sheets on your 210 people in 
this unit here? Where is it set out here? 

Mr. Scuoen. Here is a copy of the organization chart. 

Mr. Tuomas. In your justifications here, whereabouts is it set out 
here in central operations / 

Mr. Scorn. We have a breakdown. 

Mr. Tuomas. Is it in your justification here? 

Mr. ScHoen. No, sir; not at this particular level. 

Mr. Tuomas. 210 people at the cost of how much? 

Mr. Scuoen. 210 people at an average salary of $4,200 would be 
about $882,000 per year. 

Mr. Tuomas. Whereabouts is it in my justification ? 


OFFICE OF ASSISTANT CHIEF MEDICAL DIRECTOR FOR OPERATIONS 


Mr. Scnoren. On page 7-7 we show the Assistant Chief Medical Di- 
rector for Operations, the sixth line down. It shows the total for the 
Assistant Chief Medical Director for Operations, of which the supply 
activity, the 210 personnel, is a part. 
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Mr. Tuomas. Well, you are going from bad to worse. 

Mr. ScHoen. No, sir; we are not going from bad to worse. 

Mr. THomas. You have a figure here with some hieroglyphics. I 
don’t know what it all means; nobody seems to know what you mean by 
your own terminology, but you have here a figure of employment of 
441, 

Mr. Scuoen. That is right. That includes activities other than 


EP, 
r. Tuomas. What, for instance ? 

Mr. Scuoen. That includes the personnel, the engineering 
people—— 

Mr. Tuomas. You mean they are ancillary to or adjunct to your 
purchasing ¢ 

Mr. Scuoen. No, sir; they are not adjunct. They are those func- 
tions which provide staff supervision for comparable functions in our 
hospitals. For example, the personnel staff of 64 in the Office of the 
Chief Medical Director for Gaucetiees is the unit that provides the 
staff supervision for the personnel program in the field. Forty-four 
people—I have the exact figures here—are in the engineering service 
which has staff responsibility for the maintenance and repair pro- 
gram of the whole hospital system. 

Mr. Tuomas. That is all your 440 people? 

Mr. Scuoen. That is right, sir. 

Mr. Tuomas. How many of those people do you have working on 
the engineering part and the architectural part of the hospital pro- 
gram, 60? 

Mr. ScHoen. The maintenance and repair part, not the architec- 
tural. We do not do any architectural work. 

Colonel Engar. The engineering service in the Department of Medi- 
cine and Surgery is responsible for maintenance and repair of hospi- 
tals and other installations under their jurisdiction. 

Mr. THomas. What is the total there? You are dealing with engi- 
neering and so forth, in addition to regular real-estate people. 

Dr. Mippteton. Mr. Chairman, Dr. Zink is the deputy in that de- 
partment. He could give you a run-down of the actual activities. 


DESIGN OF HOSPITALS 


Mr. Tuomas. I am trying to find a man who approves those plans 
of having the kitchen on one floor and the dining room on the other 
and all that wasted space. It looks like a country club building. 
Certainly you cannot say it was the Corps of Engineers because the 
Corps of Engineers is no more than a service agency. They do not 
care what you want to build; they will build it for you. The decision 
was yours. Which group was it? Was it the old crowd headed up 
by Colonel Dryden’s real-estate folks or was it the crowd inside the 
Washington office of the Chief of Medicine and Surgery ¢ 

Dr. Mippteron. Colonel Edgar can answer you. 

Mr. Tuomas. Who did it, Colonel? You can speak freely now be- 
cause you did not have anything to do with it. That was done lon 
before you got here, you and Dr. Middleton, so you can pass that buc 
around all you want to, but who did it? 

Colonel Epear. First, sir, under that hospital program, 60-some 
hospitals, there was too much of a load for the VA design and con- 
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struction, constructing and designing and real estate and supplies, 
you remember. 

Mr. THomas, We remember that. We set it up in 1945 and 1946. 

Colonel Epgar. That was too much of a building program so the VA 
took, for example, let’s say, 16 or 18 of the hospitals and designed them 
and the balance were given to the Corps, about 40, and the Corps went 
out and hired architect -engineers from the criteria laid down by the 
VA on space and utilization. The Corps constructed and supervised 
the construction and turned it over to us. 

Mr. Tuomas. Who approved the plans after the private architect- 
engineer was hired and paid and so forth by the Corps of Engineers ? 
Who, over in VA, approved those plans? 

Colonel Epear. Sir, during that heavy load at that time, I am just 
speaking from what I feel happened, the plans were reviewed func- 
tionally by the agency but very perfunctorily due to the heavy work- 
load in getting those hospitals out from 1946 to 1951, in that period. 

Mr. Tuomas. You are touching it rather lightly there: perfunc- 
torily. Was it their job? Did they claim to have exclusive and final 

say as to what those plans were, or did they turn it over to the Corps 
of Engineers and say, build us a hospital; we don’t want to be both- 
ered with it / 

Colonel Epear. Sir, at that time both staffs in the VA construction 
and medical department were not ready for that big load that hit them 
suddenly and there were not the personnel available. 

Mr. THomas. Colonel, we realize that and 

Colonel Epgar. The pressure was really on, as you know, to get 
those out. 

Mr. Tuomas. We participated in that about 10 years ago and you 
were not even here and a part of it, so don’t tell us something that we 
are more familiar with than you are but we want to know who is 
responsible for messing up those plans—we will put it bluntly— 
whether it was the Corps of Engineers or was it the VA? 

Mr. Yates. Who designed it ¢ 

Colonel Evear. The architect-engineer for the corps. Of course, 
they designed them. 

Mr. Yares. Of course they designed them, but didn’t the VA in the 
final analysis approve the plan and didn’t you lay donw the master 
plan ¢ 

Colonel Enear. The criterion requirements, yes, sir. 

Mr. Tromas. All right. We have two balls in the air here at one 
time. What we want to know is how many people you have doing 
purchasing in the central office in contradistinction to the 350 people 
you have in warehouses; how many people do you have in the central 
office doing engineering w ork, or whether it is architectural or engi- 
neering work, or whether it is repair, maintenance, alteration, call it 
whatever you want to. How many do you have? Is this figure 441 the 
sum total ? 





ENGINEERING SERVICE 


Dr. Zink. Sir, I would like to explain that that figure of 442 takes 
in the whole office of the Assistant Chief Medical Director for Opera- 
tions. That is composed of the immediate staff of that individual. 
It also includes the engineering service, 
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Mr. Tuomas. How many in the engineering service ? 

Dr. Zrinx. In the engineering service, and this figure is as of De- 
cember 31, 1955, there was a total of 44 people on duty in the engi- 
neering service. 

Mr. THomas. What does the budget estimate for 1957 call for? 

Dr. Zink. Approximately the same number. 

Mr. THomas. What are the duties and responsibilities, or func- 
tions of those 44? 

Dr. Zink. That is broken down into Maintenance and Operations 
Division and a Requirements Division. The Maintenance and Oper- 
ations Division is the direction of our field engineering programs, the 
Requirements Division is this very important section that has been 
developed now to prevent happening, with the assistance of Colonel 
Edgar’s office, just what you were talking about. They develop the 
requirements required by the various professional activities in the 
hospital and relate that to space and work with Colonel Edgar’s 
office in the development of the plan. 

Those are the two main divisions in the engineering service. The 
number of people in the Requirements Division is 15. That in the 
Maintenance and Operations is 23. 

Mr. Tuomas. What is the sum total again ? 

Dr. Zink. Including the office of the chief of that service, the sum 
total is 44. 


SUPPLY OPERATIONS 


Mr. Tuomas. About how many have you in purchasing and supply ? 

Dr. Zinx. In supply, the figure again of 210 is the total group and 
in the Storage Division there are 2. In the Inventory and Manage- 
ment Division, 59. Inthe Procurement Division, 102. In the Devel- 
opment and Standards Division, that is a small division of 2; Service 
and Reclamation is 4. And the Operations Section is 3. And Trans- 
portation Section, 3. The Interior Decorating Section is 8. Cata- 
loging Section is 12. Development and Standards Section, 5. 

Mr. THomas. All in addition to your 350 in your warehouses ? 

Dr. Zinx. Yes, sir. 

Mr. Tuomas. Will you give us a copy of that chart that you have? 
Is that in the justifications? 

Dr. Zinx. No, sir. 

Mr. Tuomas. Will you give us a copy of it? Do you have an extra 
copy ? 

Mr. Scuoen. I do not have an extra one, sir. What we can do, if 
you desire, is to insert in this record a copy. I could put it in a form 
that you could insert it in the record. This would be pretty hard 
to read. 

Mr. Tuomas. That is the form we want it in right there. Whose 
offices does that come under ? 

Dr. Zink. Under the office of chief medical director for operations. 
It is part of this 442. 

Mr. Tuomas. What is the total number you listed there? 

Mr. Scuoen. 210 out of the 442. 

(The charts referred to follow.) 
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ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


Mr. THomas. How many people does Mr. Edgar have in his office 
dealing with construction and supply and engineering and whatnot? 

Mr. We tts. 149, sir. in the office of the Assistant Administrator for 
Construction. 

Mr. Tuomas. 153 for 1955; 149 for 1956; and 149 for 1957, is that 
correct ? 

Mr. We tts. Yes, sir. 

Mr. Tuomas. For design service it is 80 for 1955, 1956, and 1957. 
Construction service: 18, 18, 18. What does “AA-C” mean? 

Colonel Enear. Assistant Administrator for Construction. 

Mr. Tuomas. In the immediate office, the total you have is 55, 51, 
and 51 for the fiscal years 1955, 1956, 1957. 

Administrative Division, you have 17 for 1957 against 17 for 1956. 

Next is “program Control.” Is this a part of the Assistant Admin- 
istrator’s Office for M. and S.?_ Is this a part of that 442, too? 

Colonel Enear. No, sir. 

Mr. THomas. Which classification does this come under, then? 

Colonel Encar. This is the Office of the Assistant Administrator 
for Construction, responsible for design, construction, real estate, fire 
prevention. 

Mr. Tuomas. Your office is separate and distinct, Mr. Edgar? 

Colonel Epear. Yes, sir; they do nothing but maintenance, sir. 

Mr. ScHoen. This program begins at page 7-11. 

Mr. Tuomas. Your title is Assistant Administrator for Construc- 
tion, is it not? 

Colonel Epaar. Yes, sir. 

Mr. THomas. Insert 7-11 at this point in the record. 

(The page referred to is as follows :) 


Assistant Administrator for Construction 


; ~na)| Estimate, | Estimate, | Increase (+ 
Obligations by objects Actual, fiscal | fiscal year fiscal year or deere mao 
year 1955 1956 1987 (—) 1957 
- over 1956 
i 


Sacuthteacnseidlente Aan 


Average employment. ------- eiiee a 153 be 149 149 | 


01 Personal services saat nal $942, 098 | ~ $961, 700 “$958, 100. 
02 Travel, employee - _- » acmne 21, 921 26, 300 | 30, 300 
0320 Transportation of things—Other 0 | 0 0} 
0330 Shipment of household goods and other 
personal effects ___-- ae 466 700 700 
0400 Telephone and telegraph. -| 10, 623 , 500 10, 000 
0600 - Printing and reproduction . -_--- 0 , 900 | 0 
Other contractural services | 7,922 | 7,000 | 17, 000 
Other contractural services (suggested | | 
VA’s share to Federal Construction | 

Council) - --- oie 0 | 0 7, 000 
Repairs to furniture and equipment._- sae 444 | 4, 200 | 4, 200 
Office supplies ered 49, 270 | 75, 700 52, 700 
Furniture and equipment.-_______--------| 1,319 5, 800 | 2, 500 

570 1, 000 1, 000 


Total obligations_.______- | 1,034,633 | 1, 108, 800 | 1, 083, 500 
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SUMMARY OF SUPPLY ACTIVITIES 


Mr. Tuomas. Let’s draw this together now. M. and 8. has 210 here 
and 350 in the depots, is that correct? 

Mr. Scuoen. Yes, sir. 

Dr. Mippteron. That is right. 

Mr. Tuomas. Benefits has 37 in the District; how many in the 
field ? 

Mr. Srone. 527. 

Mr. Tuomas. What does the Canteen Service have ¢ 

Mr. Baker. 2,333 total employees on duty at November 30, 1955. 

Mr. Scuoen. They are not supply people. 

Mr. Tuomas. How many do you hore in purchasing and supply in 
the Canteen Service? 

Mr. Buckxne.t. In handling the procurement in the Canteen Serv- 
ice we have 12 people, sir. 

Mr. Tuomas. You have 12 people doing all the buying? 

Mr. Bucxneti. Negotiating of the agreements with the vendors; 
yes, sir. 

Mr. THomas. What is your total employment in the Canteen Service 
in Supply and Purchasing, not in your store sales operation ¢ 

Mr. Bucknet. In the actual procurement, 12 people. 

Mr. Tuomas. Only 12? 

Mr. BuckneE.u. Yes, sir. 

Mr. Tromas. “Where are they located / 


Mr. Buckneti. Two in New York and 10 in Washington. 

Mr. Tuomas. Twelve. You have only 2 in the field. What about 
the supply fund ? 

Mr. Scnoen. No procurement personnel are under the fund. In 
the hospitals we have a supply organization which is not included in 
that list and which is part of our hospital program. There are 2,891 


praen, 


Mr. Tuomas. How many people? 

Mr. ScHoen. 2,891. 

Mr. THomas. In the field, though. 

Mr. Scuoen. That is the actual operation of the supply function 
at the hospitals. 

Mr. Tuomas. What do you have in the District of Columbia in 
that now ? 

Mr. Scuorn, 210. 

Mr. Tuomas. The figure of 350 is for warehouse; in addition to 
that is the other figure of what ? 

Mr. Scuoren. 2,891. 

Mr. Tuomas. They are located 

Mr. Scnoen. At all the hospitals, 173 hospitals. 

Mr. THomas. What about your supply fund ¢ 

Mr. Scuorn. The supply fund is just an accounting vehicle; they 
don’t have procurement personnel. 

Mr. Tuomas. Does the supply fund cover everybody or just 
Medicine and Surgery ? 
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Mr. Scuoren. Covers everyone. Covers all the activities. 

Mr. Tuomas. How many people are in the supply fund, or how 
many in the fund does Benelits have ? 

Mr. Scuoren. There are none, except a few in the depots in the 
reclamation and service activity. 

Mr. Tuomas. You don’t charge any 

Mr. Scuoren. Just a few in the depots are financed out of the supply 
funds; that’s right. 

Mr. Tuomas. How many over and above that 350 in the depot come 
out of your supply fund? I was just trying to pull this traethet here. 

Mr. Scuorn. Fourteen or fifteen. 

Mr. Tuomas. In addition to the 350 ? 

Mr. O’nem. Mr. Thomas, in the supply program as such, in the 
procurement and distribution of goods, there are no people under the 
supply fund. There is a service and reclamation program located at 
the depots which is not a part of supply and distribution of goods, 
but is maintenance and repair of equipment in use. And in that pro- 
gram 67.2 people—average—are paid from the supply fund and 
charged against the statement of cost. 

Mr. THomas. Sixty-two in addition to the 350? 

Mr. Puitiups. Are they paid out of appropriated funds? 

Mr. THomas, 350 are paid out of appropriated funds and 62 out of 
supply funds. What do those 62 do now? 

Mr. O’Neit. Repair and recondition technical medical equipment— 
not a part of supply and distribution as such. It is a separate mainte- 
hance program of equipment in use. 

Mr. THomas. Does that take care of your men, the paint shops and 
repair shops ? 

Mr. O’Neiw. That’s correct. 

Mr. Tuomas. Sixty-two of them; that’s right. 

Evenly divided between your three depots. You have 3 shops 
and paint shops, 1 in each of your depots ¢ 

Mr. O’Nei. No, sir; about three-fourths of them are located about 
equal between Hines and Somerville. But one-fourth at Wilmington. 
Wilmington is a smaller shop. 

Mr, THomaAs. What does that unit cost you in salaries and expenses, 
all items, your 62 people? They certainly ought to save you a lot of 
money if they can take care of that beat-up equipment because when 
they turn it out it looks brand new. 

Mr. O’NeEiL. We have increased the life of equipment in VA from 
15 to 19 years. Our replacement of equipment runs only 5.4 percent 
per annum. 

Mr. Tuomas, What does that unit of salaries cost you ? 

Mr. O’NEIL. $501,000 total cost. . 

Mr. THomas. Half a million dollars. They are certainly worth it. 

Gentlemen, will you come back at 1? 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, tlhe committee will please come to order. 
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INVENTORIES 


One more bit of information under the maintenance and operation 
supply fund. What is your inventory now ¢ 

Mr. O’New. 18 million at depots, and 12 million in the field, a total 
of 30 million as of November 30, 1955. 

Mr. Tuomas. 12 million in your various installations ? 

Mr. O’NEIL. Yes, sir. 

Mr. Tuomas. Hospitals and—— 

Mr. O’Neit. Field stations, hospitals, and homes and offices. 

Mr. Tuomas. How long will that last you, that supply ¢ 

Mr. O’Neu.. Relating the total, the 12 million represents a little less 
than 3 months’ operating supplies of the category stocked at field 
stations. The 18 million at depots represents, of those items only, 
about 9 months’ stock. 

Mr. Tuomas. Well, you have $30 million, and I believe your figure 
for all types of drugs and medicines and medical supplies, was $2714 
million. So you ev vident ly have about a 13 or 14 months’ supply on 
hand; is that approximately correct ? 

Mr. O’Net. No, sir. Those items in stock cover the entire field of 
hospital supplies. Now, the items which they were referring to did 
not include general operating supplies of food. The supply budget 
of the Department of Medicine and Surgery is about $124 million. 

Mr. Tuomas. What is your answer to that question now# You say 
it is not so? 

Mr. O’Net. Your statement refers only to a part of the supplies 
necessary to operate a hospital. The budget for supplies to operate 


the Tee in the medical program is $124 million, I believe. 


Mr. Tuomas. Oh, no. 

Mr. O’Net. It is all supplies. 

Mr. Tuomas. You are including food. You don’t store food 
your depots, do you? 

Mr O’Netz. Certainly, sir. 

Mr. Tuomas. That is a small part of it. You have some canned 
goods, you don’t have meats, and you don’t have fresh fruits and 
vegetables ; you have dry stores. 

Mr. O’Net. We have canned foods and dry stores; yes. The an- 
nual sales of those items runs approximately 7 million. 

Mr. Tuomas. What is your total inventory / ¢ If your medical 
supplies and your drugs are $30 million, what is the total supplies— 
$124 million? 

Mr. O’Nein. That is the total annual usage of supplies; yes, sir. 

Mr. Tuomas. $124 million. So you have “around § $94 million of 
food ; is that correct ? 

Mr. O’Netm. 48 million is the total annual consumption of food in 
the hospitals. I can give you that in general by classes. 

The depot inventory on November 30, 1955, class 1 medical, which 
is drugs—— 

Mr. Tuomas. I don’t find that in my justifications. Is it in there? 

Mr. O’Netu. It is not there; no, sir. 

Mr. Tuomas. Go ahead. 

Mr. O’New. Class 1 medical was $759,000. That is medicines and 
drugs. The other medical supplies were $6,840,000; general supplies, 
$3,712,109; foods, $3,796,000 nonexpendable property, equipment, 
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2,677,000. That makes a total depot inventery on November 30 of 
17,786,000. 

I can give you that by fiscal year at the station. 

Mr. Tuomas. I thought somebody said you had a figure of $124 
million ¢ 

Mr. O’New. That is the operating supply budget of the entire De- 
partment of Medicine and Surgery for a year. 

Mr. Tuomas. But the total inventory, including medicine, food, all 
types of equipment, medical supplies, and so forth, in your three ware- 
houses is slightly under $18 million, but your total inventory in your 
warehouses and your various installations, your outpatient chnics and 
your hospitals and your regional offices, and so forth, is $124 million ? 

Mr. O’New. No. The total i inventory is $30 million ; $12 million of 
which is located in the station warehouses, and $18 million in the 
depots. 

Mr. Hiciry. The $124 million is the amount we will spend in the 
course of a year. 

Mr. Tuomas. I am talking about the inventory now, what you will 
spend during the year? 

Mr, Hicuey. That $30 million is the inv entory of stocks on hand. 

Is that correct ? 

Mr. O’Neuw. That is correct. 

Mr. Hieiey. I thought you wanted what we used within the year, 
which indicates turnover in our inventory. 

Mr. THomas. What about all those beds and mattresses you had out 
there for 3 or 4 years? Who bought them, and why did you buy in 
such quantities that you have to keep them for 3 or 4 years before you 
use them? I don’t know of any shortage of beds and mattresses in this 
country. 

Mr. O’Neiz. The time you saw them was just before they were moved 
into the hosptial at Sepulveda. 

Mr. Tuomas. I haven’t been there this year. You mean they are 
not there now ? 

Mr. O’Nett. They are not there now; that is correct. They were 
there for a specific purpose, and that was to equip the Sepulveda 
Hospital. 


$ 
> 


SUPPLY DEPOT SPACE UTILIZATION 


Mr. Tuomas. What else did you take out of there? You have about 
four times as much space as you need in that warehouse. 

Mr. O’Net. No. It isa pretty efficiently operated warehouse. 

Mr. Tuomas. Have you walked over it recently ¢ 

Mr. O’Net. I haven't walked over it recently. 

Mr. THomas. Well, I have. 

Mr. O’Neiw. Ihave the figures, that is all. 

Mr. Troomas. I have walked over it, and you have at least 50 percent 
more floor space than you need. Can’t you release some of that space? 
And the same is true in your New Jersey warehouse. 

Mr. O’NEI. Actually, at Somerville, we have 287,000 square feet 
occupied. 

Mr. THomas. Occupied ¢ 

Mr. O’Net. Yes, sir. 

Mr. Tuomas. Fully, economically occupied ? 

Mr. O’Net Yes, sir. 
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Mr. Tuomas. Or scattered all over part of this floor and this bay, 
and so on, for a couple of hundred feet ¢ 

Mr. O’New. In Wilmington we are now concentrated in only one 
building. The other warehouse buildings have been turned over to 
the GSA, and they use it themselves at Wilmington. 

Mr. Tuomas. When did you effect the transfer ¢ 

Mr. O’Net. A little over a year ago, sir. 

Mr. Tuomas. It hasn’t been that. long? 

Mr. O’New. Last winter; approximately a year ago. Prior to that 
time, the bulk of the space there had been turned over to GSA. 

Mr. Tuomas. Are you in the same building with Civil Defense now ? 

Mr. O’Netw. Are you talking about Wilmington or Somerville? 

Mr. THomas. Somerville. What do you have in Somerville. 

Mr. O’Net. In Somerville we operate in connection with them— 
we maintain the space on a reimbursable basis at Somerville for both 
GSA and Civil Defense. 

Mr. Tuomas. The GSA has covered space at Somerville? 

Mr. O’New. No. They do have 61,000 feet of our open space at 
Somerville, not covered space. The FCDA has 429,000 square feet. 
We have 594,000 gross. 

Mr. Tuomas. And a billion tons of pig lead and a lot of metals 
in that open space, and a lot of rubber instide the covered space. Are 
you figuring on giving up any of that space in Somerville 4 

Mr. O’Net. The extra space you are referring to is under the 
control of the Federal Civil Defense Administration. At this time 
the Public Buildings Service and FCDA are negotiating to endeavor 
to find other space to put FCDA in so that the space can be made avail- 
able to GSA. We have informed GSA that as soon as it is released 
we will make it available to them. But the problem has been turned 
over to them, sir. 

Mr. Tuomas. I doubt if that is a good spot for Civil Defense. If 
you had a bombing in the big city you couldn’t any more get those 
supplies and materials out of there to the spot where you need them— 
it would take you 3 months. 

Mr. O’New. Of course, that is something between FCDA and GSA. 
We are not involved. 

Mr. THomas. Yes. 


EMERGENCY CIVIL DEFENSE PLANS 


Mr. Putures. I would like to ask a question on that subject. Are 
you closely in touch with Civil Defense so that your hospitals can, in 
a sense, be used as emergency supply depots in case of an attack, for 
medical supplies of that kind ? 

Mr. O’New. We have worked very closely with them in connection 
with our general storage. Insofar as station storage is concerned, 
there has been no agreement between FCDA and the VA in that area. 

Mr. Hietry. Mr. Phillips, speaking broadly, we are not very much 
involved in the Civilian Defense setup; that is, as to making use of 
our inventory and other facilities, and welding them into any overall 
scheme. No, that hasn’t developed. 

Mr. Putures. It struck me that might be a good idea. 
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Mr. Hieiey. It hasn’t developed as we think it should. But, of 
course, that is not in our hands. 

Mr. Pumurs. We had a little argument with Civil Defense, because 
somebody gave them a map of California, and evidently they thought 
the State was flat. They were going to put these warehouses where 
you would never get over the mountain to the other side. And they 
had one warehouse up north of Los Angeles and I could just 
see the trucks trying to get through Los Angeles and out to the valley, 
when about 5 million people are trying to get out of Los Angeles at 
the same time. 

A little coordination, I would think, on the administrative part 
of Defense might be helpful, Mr. Chairman. 

Mr. Tuomas. That is right. 

Mr. Yarrs. Do I understand that the Veterans’ Administration 
hospitals haven’t been considered by the Federal Civil Defense Ad- 
ministration in connection with a possible attack ? 

Mr. Hieuery. I can’t say what they have thought of. We have not 
been given any specific delegation. Our facilities have not been 
worked into any overall scheme. Of course, if there should be an 
attack tomorrow, our facilities would be thrown open to anybody 
that needs help on an emergency basis, with all the facilities and 
manpower available. But it hasn’t been welded into any overall 
system. 

Mr. Yates. They haven't approached you on it yet ? 

Mr. Hietry. Am I correct, Dr. Middleton ? 

Dr. Mippteron. That is correct. 

Mr. Yates. They have not approached you? 

Mr. Hieiey. Colonel Edgar is our represenative on a council. 

Could you answer that a little more definitely ? 

Mr. Epear. The FCDA has delegated responsibilities to 5 or 6 
agencies, as you know, but the VA has not been delegated any re- 
sponsibilities. We have been furnished the general picture of Fed- 
eral Civil Defense Administration work in coordinating with other 
Government services, and with respect to relocation. 

Now, we have progressed to this point: 

We have issued a disaster and relief manual, which delegates the 
authority down the line from the Administrator to the hospitals. 

Mr. Primus. When you say “we,” you mean the Civil Defense ? 

Mr. Epnear. The VA has delegated it all down the line, so that dur- 
ing a catastrophe the hospitals can function without contact with 
the central office. 

There are two plans that are worked out in this disaster-relief pro- 
eram: Plan A and plan B. Plan A is the plan that the hospital 
would operate under in a local disaster. Then, plan B goes into effect 
when there is a great catastrophe, such as the FCDA is talking about, 
and our hospitals are responsible for coordinating with the local, State, 
and regional FCDA authorities. 

Mr. Yares. But this is something you have worked: out yourself in 
the Veterans’ Administration ? 

Mr. Epear. Yes. 

Mr. Yares. Has this been cleared with the Civil Defense people? 

Mr. Epear. It has. 

Mr. Yates. And they have approved it? 

Mr. Epaar. Yes. 
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Mr. Yates. So there is something in the nature of an interrelation- 
ship ¢ 

Mr. Epaar. Yes. I was the representative on the President’s Co- 
ordinating Board, headed by Governor Peterson. I am now an 
alternate, because it has moved into administrative areas that affect 
all departments of the VA. So Mr. Patterson, the Deputy Admin- 
istrator, is now on that Coordinating Board. 

Mr. Hiatery. Let’s get back to the original question. In the overall, 
with all these stocks that we have that you have just been talking 
about, we are going to function VA-wide. And that is all very good. 
We are coordinating our activities with local FCDA, or where we 
have an opportunity to make maximum use of our facilities. 

But we are not part of some overall system where they would draw 
on us; that hasn’t been worked out. 

Mr. Tuomas. That is the question Mr. Yates was raising. He 
wanted to know why you hadn’t been contacted. 

Mr. Hietry. We have these contacts, but so far it has developed 
more intra-agency-wise than interagency. 

Mr. Tuomas. Mr. Higley, the VA’s record all over the country is 
this: : 

In any local community where you have a medical facility, if the 
community is struck by some unusual hardship or illness among the 
people, you take care of them now? 

Mr. Hieiry. Yes. 

Out at Hines Hospital they tell me 30 patients are brought in weekly 
for first aid, because it is nearby to dangerous traffic conditions. — 

Mr. Tuomas. In California and in the New England States, didn’t 
you throw your facilities open to the stricken people in the com- 
munity ¢ 

Mr. Hiaitey. We always do that. 

Mr. Tuomas. That is a good thing. But I think Mr. Yates and Mr. 
Phillips are urging you to get together with the Civil Defense and 
work out a joint plan. 

Mr. Yates. I don’t think VA has been remiss; I think Civil De- 
fense has been remiss. 

Mr. Enear. That has been brought to their attention several times 
at these coordinating board meetings. 

Mr. Tuomas. We will try to impress them. 
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COMPENSATION AND PENSIONS 


Program by activities: 
1. Compensation: 
(a) Spanish-American War veterans----....-.----- 
(4) Spanish-American War dependents- -- --------- 
(c) World War I veterans 
(d) World War I dependents 
(e) World War II veterans 
(f) World War II dependents__-.......-.----.---- 
(g) Korean conflict veterans 
(h) Korean conflict dependents 
(i) Peacetime-service veterans. -_...........-----.-- 
(j) Peacetime-service dependents. -.........-..---- 


ORE, GUEIOEIIIA | 5 kine cc dc enc cet 


2. Pensions: 
(a) Yellow fever experiments__...........-.------- 
(6) Mexican War dependents. --.---.----- sisalsot Mechta 
(c) Indian Wars veterans..------- iesadaiaibnsaukscsene 


(d) Indian Wars dependents. --.....-...-...-.....- 
es i ee a a eS eee. 
OP a ee ee re ee 
(g) Spanish-American War veterans___---....---.- 
(h) Spanish American War dependents----.-__-- ‘ 


(i) World War I veterans a ae 
(j) World War I dependents. -_-_.........-..---- 
(k) World War II veterans 
(1) World War IT dependents___._.-_--- 
(m) Korean conflict veterans hidinalsedl 
(n) Korean conflict dependents---__-- 

(o) Peace-timeservice veterans 

(p) Peace-timeservice dependents 


een NES 5 os ao SAEs Ss cd ds cand 


8. Other: 


(a) Emergency officers’ disability retirement 
(World War I) ; 
(>) Adjusted service and dependents’ pay -- 


(c) Subsistence allowance for disabled veteran 
trainees aaa ; 
(d) Initia] burial allowances 


ee a setts 


er OP aa eects hills 
Financing: 
Unobligated balance brought forward_.___._._-- 
Appropriation available in prior year 


Unobligated balance carried forward..............--- ical 


EIN CINE voi vik ccikdss dennis mtesbeeteane 


Program and financing 





1955 actual 





1956 estimate | 1957 estimate 











$856, 077 $778, 725 $697, 130 

1, 140, 955 1, 150, 750 1, 148, 697 
229, 670,594 | 221,220,632 | 210,354; 942 
53,389,449 | 53, 739, 705 52, 570, 548 

1, 036, 755, 689 |1, 024, 542,925 | 1, 038, 780, 204 
288, 646,987 | 302,645,201 | | 308, 284.978 
116,910, €51 | 141,352,680} 147,343, 452 
40,698,772 | 44,013, 744 44, 300, 712 
43, 280,042 | 45, 059, 093 54, 788, 064 
17,173,552 | 19, 751, 850 23, 336, 717 

1, 828, 522, 768 |1,854, 255,305 | 1,981, 655, 444 
1, 500 1, 500 1, 500 

4) 682 3, 869 3, 385 

286, 736 245, 570 211, 503 

765, 504 737, 460 705, 636 

1, 696 1, 625 1, 625 

3, 672, 807 3, 242, 880 2, 865, 600 
80,412,191 | 73, 146, 424 65, 482, 142 
53,931.362 | 54 394 337 54 297. 207 


408, 304, 969 
186. 075, 065 
46, 867, 365 
18, 684, 162 


480, 514 200 
200, 974. 080 
53, 559, 834 
21, 713, 170 


550 432. 500 
212, 696, 150 
60 345, 516 
24, 578, 550 














2, 678, 127, 742 |2, 797, 872 258 





1, 129. 113 1, 824 000 2. 745, 000 

235, 056 482, 676 897, 900 

66, 202 61 891 BR. 572 

38, 958 36, 630 34, 595 

800, 477,458 | 890,940,146 | 975,357, 471 

. 7 | = 2 

3,833,811 | 3, 929, 400 3, 800, 640 

6.070 3, 988 2, 945 

30,979,260 | 32,258 000 | 27, 940, 000 

16, 446,710 | 17, 236, 000 18, 243, 500 

51, 265,851 | 53,427,388 | 49, 987, 085 

|2, 680, 266, 077 |2, 798, 622, 839 | 2, 907,000, 000 

__|~2,442,388,916 | —5, 250,581 | —4, 500, 000 
}2, 435, 000, OOO |...-..--- ie i ela 

5, 250, 581 | 4,500 000 4, 500, 000 


2, 997, 000, 000 
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Budget authorizations, expenditures and balances 


| 
1955 actual 1956 estimate 1957 estimate 








BUDGET AUTHORIZATIONS AVAILABLE 


AODIOII Dom. ct ngvcennsbesemsbcnndentciweseess $2, 675, 000, 000 | $2, 800, 000,000 | $2, 907, 000, 000 
Transferred (68 Stat. 292) from— 
‘“‘National service life insurance, Veterans’ Admin- 


IE o de kb seks obs cokdeehd wedumsudhdeies PE IS Es desde aceinn dae Disk scseeededetivantsihdebiads 
“Re: vdjustment benefits, Veterans’ Administration’. 27 bcm tntintnawstinien-senqeedqunece 
“Servicemen’ s indemnities, Veterans’ Administra- 

tion”’ Lae Somaniet tate ed cane ata 1, 127, 742 aid edna wetou el cicis 


Transferred (69 Stat. 211) to— 
‘“‘National service life insurance, Veterans’ Admin- 





istration’’.__- sia atu wate na heals —1, 000, 000 |........... 
“Servicemen’s indemnities, Veterans’ Administra- 
SE cbc tndaos icin baveiocrbhbs ahidnniighkbeshite dpe ee Dasensedes OE Ee Gis. 4. d6ucbeweha 
Adjusted appropriation. -..........-...-.-- ..---| 2,678, 127,742 | 2, 797, 872, 258 2, 907, 000, 000 
Balance brought forward: 
eae aaa tdedsbiddvnwwthidegecel a ae 5, 250, 581 4, 500, 000 
NEE Se ee ee —1, 144, 312 —1, 711, 832 a 000 
Appropriation available in Ee —2, 435, 000, 000 Seiccmmiquatt aelencd ou me 
Total budget authorizations available... .....---- of 2, 684, 372, 346 2 801, 411, 007 2, 10, 000, 000 


EXPEND TURES AND BALANCES 


Expenditures— 
Out of current authorizations. ...................-- } 2 680, 833, 597 { 2, 794, 872, 258 2, 904, 000, 000 





Out of prior authorizations-.__-- 3, 538, 749 3, 000, 000 
Total expenditures_-___....- sdadedssacchcconescwat pCR eae are 411, 007 2, 907, 000, 000 
Balance carried forward: 
eae ite wo aantuacuasginwktot 5, 250, 581 4, 500, 000 4, 500, 000 
WR tok dccs sks ewwekocads GL twabeakaute —1, 711, 832 —1, 500, 000 —1, 500, 000 








Total expenditures and balances_............--.--- 2. 684, 372, 346° 2, 801, 411, 007 2, 910, 000, 000 





Let us now go to “Compensation and pensions.” 
Mr. Reporter, will you put pages 11-1 through 11-5 in the record. 
(The pages referred to follow :) 


JUSTIFICATION OF ESTIMATES, FIscaAL YEAR 1957 
COMPENSATION AND PENSIONS, VETERANS’ ADMINISTRATION, $2,907,000,000 


The total appropriation requested for the fiscal year 1957 is compared below 
with the estimated requirements for the current fiscal year and the actual obli- 
gations during the past fiscal year: 


Compensation and pensions: 


AOCOR, BACGE DORE. Dee eiittaiad butisttccasenmedtineedsonbane 2, 680, 266, O77 
INTO, RI I ae caercatrnigneieninigctataap aemeanes *2, 818, 594, 000 
Ne MD I RN bak ii itis circ deinen ddan tateneninttinreseameneinn 2. 907, 000, 000 


1 Includes estimated supplemental appropriation requirements in the amount of approxi- 
mately $20 million. 


The funds requested under this title are to cover the payments of all compen- 
sation, pensions, and allowances authorized by the Congress, including emer- 
gency officers’ retirement pay and annuities, as well as the payment for sub- 
sistence allowance to veterans receiving vocational rehabilitation under Public 
Law 16, 78th Congress, and Public Law 894, 81st Congress, as amended, initial 
burial allowances, and payments due under World War I Adjusted Compensa- 
tion Act in cases where benefits are not covered by the issuance of adjusted 
service certificates, 

The estimates are based on actual caseloads and average monthly payment 
experience in fiscal year 1955 and prior years projected to fiscal year 1957. In 
addition, the estimated average monthly payments for the budget years, in nearly 
all categories, were based on the last 9 months of fiscal year 1955 to reflect the 
rate increases provided by Public Laws 695 and 698, 83d Congress. 

No significant new legislation was enacted during the 1st session of the 84th 
Congress which would appreciably affect the fund requirements for this appro- 
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priation. However, the effects of the Presidential proclamation terminating the 
Korean conflict, as of January 31, 1955, are significant and have been considered 
in the Korean conflict and peacetime service category statements which follow 
along with other statements on which the estimates were based. 


1. Compensation, $1,881,655,444 

Compensation is payable to living veterans and eligible dependents of deceased 
veterans for disability or death connected with military service. 

(a) Spanish-American War, service connected.—The number of Spanish-Ameri- 
can War veterans and the number of deceased veterans whose dependents are 
receiving compensation shows a steady decrease in trend which is projected 
through the fiscal year 1957. The estimated requirements through the fiscal year 
1957 are based on the experience trends and the rate increases reflected in the 
average monthly payments. 

(b) World War I, service connected.—The steadily declining trends in recent 
years of the number of veterans and the number of deceased veterans’ cases is 
expected to continue through the fiscal year 1957. The experience trends and 
the effect of increased rates are reflected in the estimated requirements for 
veterans through the fiscal year 1957. The deceased veterans’ category require- 
ments was not only based on the rate increases reflected but an increasing average 
monthly payment due to family composition. 

(c) World War II, service connected.—The number of World War II veterans 
in receipt of compensation has decreased slightly, and an estimated decrease has 
been continued through the fiscal year 1957. The number of deceased veterans 
of World War II whose dependents are receiving compensation has been increas- 
ing and this trend is continued through the fiscal year 1957. The esimated 
requirements through the fiscal year 1957 are based on rate increases, reflected 
in the average monthly payments. 

(ad) Korean conflict (Public Law 28, 82d Cong.), service connected.—The Presi- 
dential proclamation terminating the period for establishing eligibility to war- 
time benefits as of January 31, 1955, will reduce the previously high rate of 
increase in both the living veterans and deceased veterans’ cases in the fiscal 
year 1956, and at an increased rate of reduction in the fiscal year 1957. The 
estimated requirements in fiscal year 1957 for both categories are based on a 
decreasing average monthly payment due to fewer retroactive payments. 

(e) Peacetime service (Regular Establishment), service connected.—The num- 
ber of veterans on the Regular Establishment roll has varied slightly in recent 
years and the decreased veterans’ cases whose dependents are receiving com- 
pensation have decreased slightly. An increase to both rolls will be considerably 
accelerated as the result of the Presidential proclamation terminating accrual 
of further wartime benefit rights. The estimated requirements through fiscal 
year 1957 are based on an increasing average monthly rate, due to more retro- 
active awards, and the rate increase. 


2. Pensions, $975,357,471 

Pensions benefits are payable to wartime veterans and dependents of deceased 
veterans for non-service-connected disability and death. Rates and conditions 
of entitlement vary for the categories outlined below : 

(a) Yellow fever experiment participant and wars prior to the Spanish- 
American War, nonservice connected.—The number of cases in these categories, 
yellow fever experiments, Mexican War dependents, Indian wars veterans and 
dependents, and Civil War veterans and dependents, has declined steadily in 
recent years, and these trends have been continued through. the fiscal year 1957 
for the purposes of this estimate. The experienced trends and the effect of the 
increased rates are reflected in the estimated requirements for each category 
through the fiscal year 1957. 

(b) Spanish-American War, nonservice connected.—The number of veterans 
receiving pension shows a steady decrease in trend which is continued through 
the fiscal year 1957. The number of deceased veterans of this war whose de- 
pendents are receiving pension decreased slightly in fiscal year 1955, indicating 
this roll has reached a peak. Therefore, a slight decrease in the normal trend is 
projected through the fiscal year 1957. The experienced trends and the effect of 
the increased rates are reflected in the estimated requirements, for both living 
and deceased veterans’ cases, through the fiscal year 1957. 

(c) World War I, nonservice connected.—The number of cases in both the 
veteran and deceased veteran categories has been steadily increasing, par- 
ticularly in the case of the former, due to the increasing age and general composi- 
tion of this group. The increasing trend for both veterans and dependents of 
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deceased veterans is projected through the fiscal year 1957. The experienced 
trends indicate an increasing average monthly payment for veterans and a 
slightly decreasing average monthly payment for dependents of deceased vet- 
erans, and the effect of the increased rates are reflected in the estimated require- 
ments through the fiscal year 1957. 

(d) World War II, nonservice connected.—Steadily increasing trends in the 
number of cases in both living and deceased veterans’ categories have been 
projected through the fiscal year 1957 for the purposes of this estimate. The 
estimated requirements for living veterans’ cases through the fiscal year 1957 
are based on the increased rates and a higher average monthly payment due to 
the distribution of cases which reflects a proportionately greater number of 
cases receiving higher rates. The estimated requirements for deceased veterans’ 
cases through the fiscal year 1957 are based on the increased rates and the 
experienced trends. 

(e) Korean conflict (Public Law 28, 82d Cong.), non-service-connected.— 
The number of veterans and dependents of deceased veterans entitled to pensions 
under Public Law 28, 82d Congress, are both increasing steadily. These trends, 
for veterans and dependents of deceased veterans, are reflected in the estimates 
for the budget year. The experienced trends, indicating decreasing average 
monthly payments for both living and deceased veterans’ cases, and the effect 
of the increased rates are reflected in the estimated requirements through the fis- 
eal year 1957. 

(f) Peacetime service (regular establishment) special acts.—Veterans and 
dependents of deceased veterans in receipt of benefits authorized by special acts 
of Congress for budget purposes, are considered with pension requirements. The 
decreasing caseload of recent years in both living and deceased categories is con- 
tinued in the estimates through the fiscal year 1957. The estimated requirements 
through the fiscal year 1957, for both living and deceased veterans’ cases, are 
based on experienced trends. 

8. Other, $49,987,085 

Retirement pay, emergency officers.—The number of cases in this category is 
decreasing and this trend has been continuing through the fiscal year 1957. 

The rate increases effected by Public Law 20, 84th Congress, are reflected in 
the estimated requirements. 

Adjusted service and dependent pay.—Awards for adjusted compensation bene- 
fits for veterans, and dependents of veterans, of World War I, through the fiscal 
year 1957, are based on the continuation of the decreasing trend in the average 
number of awards. 

Subsistence, Public Laws 16 and 894 trainees.—Subsistence allowance is pay- 
able to disabled veterans receiving vocational rehabilitation provided by Pub- 
lic Law 16, 78th Congress, and Public Law 894, 8ist Congress. 

The following table compares the actual training load for fiscal year 1955 with 
the estimated training load for fiscal year 1956 and fiscal year 1957: 

Public Law 16 and Public Law 894: 


I Pe iin contin cseslikcainnsinsndie iw wiedak clea 24, 468 
Sr | UN i ah ereuenenions 25, 400 
nn I cassis tte iin ln ie sth canny mig acing 22, 000 


Initial statutory burial allowances.—During the fiscal year 1955, an increasing 
trend was reflected for both initial statutory burial awards and obligations. 
These trends are continued through the fiscal year 1957. 

Table No. 1 that follows compares the actual average number of veterans’ 
cases on the rolls during the fiscal year 1955 with the estimated averages for the 
fiscal years 1956 and 1957. Table No. 2 which follows compares the actual re- 
quirements during fiscal year 1955 with the estimated requirements for fiscal 
years 1956 and 1957. 


Mr. Tuomas. For the fiscal year 1957 you want $2,907 million, 
which includes a $20 million deficiency for the purpose of compensa- 
tion and pensions. 

Pensions is broken down out of that sum to $975,357,471. Compen- 
sation is $1,881,655,444. Compensation covers World Wars I and II, 
Korea, Spanish-American War, and what else ? 

Mr. Hicetery. Also service-connected peacetime veterans. 
Mr. THomas. And the Philippines. 
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These amounts are estimates based upon statutory enactment calling 
for a certain amount of money to each qualified person who is entitled 
to receive the pension. That is a matter you can’t do anything about 
other than pay it; is that correct? 

Mr. Hiaerey. Correct. 


ADMINISTRATIVE COSTS 


Mr. Tuomas. Where is the administrative cost for this program? 
These are no-year funds: they are appropriated and available until 
expended; is that correct? 

Mr. Kersry. That is correct. 

Mr. Tuomas. Whereabouts is the administrative cost? 

Mr. Monk. It is on page 5-41. 

Mr. Tuomas. We went over that either yesterday or the day before. 
What was that overall figure, $25 million, for administrative cost ? 

Mr. Monk. That was for the department, the veterans’ benefits, 
for this compensation and pension program 

Mr. Tuomas. What is that program ? 

Mr. Monk. $21,616,000. That is on page 5-41,.$21,616,000. 

Mr. Tuomas. Where is the combined figure? That is for field. 

Mr. Hierry. 603,184, I think it was. And that made $22,219,184. 
You added those together, I think, on this page. 

Mr. Tuomas. What is it—22 million ? 

Mr. Hictry. That is what I have, $22,219,184. 

Mr. Tuomas. A round figure of $22 million for administering the 
program, which, in round figures, is $3 billion. Is it about 2 percent? 

Mr. Kersey. Just a little under 1 percent. 

Mr. Tuomas. It is pretty good, isn’t it? And it amounts to indi- 
vidual people; checks have to ) be made out; individual files have to be 
kept. That is quite good. 

Ve might tel that to some of our friends over at Civil Defense who 
want 4 percent administrative costs for doing a far less detailed job. 
And it is the details that makes the administration. The more details, 
the more expensive your administrative cost is. And you have, in my 
judgment, far more details here than they do in Civil Defense, and 
they want 4 percent. 

Is that transferability clause working all right in there? 

Mr. Kersey. Yes, Mr. Chairman. 

Mr. Monk. Actually, we applied that clause at the end of the last 
fiscal year. 

Mr. Tuomas. What did you do with it? Which fund did you bor- 
row from ? 

Mr. Monk. From the “Readjustment benefits” appropriation and 

yhat was the insurance fund ? 

Mr. Baxer. “National service life insurance appropriation.” 

Mr. Tuomas. What does it look like your expenditures will be for 
1956? We have $2,818,594,000 for 1956. 

Mr. Monk. That includes a proposed supplemental of $20 million. 

Mr. Tuomas. That is already in the record. Will you need that 
$20 million ? 

Mr. Monk. We believe now that we will need it; yes, sir. 


nee See ee 





423 
AVERAGE NUMBER OF VETERANS CASES ON ROLLS 


Mr. Tuomas. What is the total number of persons receiving com- 
pensation, and what is the total number receiving pensions? 

Mr. Monk. The total number in the 1957 estimate for compensa- 
tion is 2,483,603 ; pensions, 1,162,007. 

Mr. Tomas. Well, your compensation runs, dollarwise, about 
two-thirds, doesn’t it, and it runs almost two-thirds in numbers? 

Mr. Monx. That is about right; yes, sir. 

Mr. Tuomas. Who are your beneficiaries under your compensation 
program besides the disabled ¢ 

Mr. Monk. The dependents of disabled veterans, or veterans with 
service-connected disabilities. 

Mr. Wetts. There are tables on 11-6 through 11-9 which list the 
types of beneficiaries and cost of each. 

Mr. Tuomas. Let’s put pages 11-6 through 11-9 in the record at 
this point. 

(The pages referred to follow :) 


TABLE I.— Compensation and pensions— Comparison of actual average number of 
veterans’ cases on rolls, fiscal year 1955, with estimated averages for fisca! years 
1956 and 1957 





Description 


1, Compensation: | 


Spanish-American War veterans 377 338 
Spanish-American War dependents 214 21% , 210 
World War I veterans 244, 699 233, 221, 725 
World War I dependents ‘ 55, 676 53, 155 | 50, 646 
World War IT veterans 1, 623, 626 | , OF , 606, 030 
es I no ctmendadorousenscoes 273, 367 | 278, 187 283, 371 
Korean conflict (Public Law 28) veterans -- - 134, 809 | 8, : 3, 263 
Korean conflict (Public Law 28) dependents. - - 31, 848 | 34, 602 35, 842 
Peacetime-service veterans | 62, 867 M4, 514 , 167 
Peacetime-service dependents. -............--.---------- 18, 461 | , 52 24, 011 

Total, compensation 2, 446, 985 | 2, 468, 918 2, 483, 603 


2. Pensions: 
eas canetndtatinhenontad | 1 | 
Mexican War dependents 10 | 7 
Indian wars veterans 206 | 173 | 149 
Indian wars dependents 1, 261 , 208 , 153 
oe ae a Ns LL... drs chine ankbbdntnestéemnees 1 | ] 
Civil War dependents--___- 6, 431 | 5, 630 , 975 
Spanish-American War veterans. -....-....-.....---.-- 62, 612 | », 485 50, 566 
Spanish-American War dependents. -.......-...-.------ 80, 755 , 626 | , 482 

World War I veterans.-- 447, 623 | f 100 , 625 

| 


l 


World War I dependents ; | 297, 370 | 400 , 904 
World War II veterans ‘ 51, 782 58, 154 5, 309 
World War II dependents..- 27, 142 31, 224 35, 375 
Korean conflict (Public Law 28) veterans - - 1, 249 | 2, 000 3, 050 
Korean conflict (Public Law 28) dependents ---.-__--.-- 268 | 551 , 025 
Peacetime-service veterans (special acts) 337 317 300 


Peacetime-service dependents (special acts) -.........-- 96 | 90 85 


} 
977, 144 | 





1, 064, 965 | 


1, 162, 007 





3. Other: 
Emergency officers’ disability retirement (World 

War I) 1, 804 | 1,770 | 1, 712 

Adjusted service and dependents pay - - 20 | 15 12 

Subsistence allowance for disabled veteran trainees--_---| 24, 468 | 25, 400 | 22, 000 


Initial burial allowances ! | 107,201} 111, 200 | 117, 700 


| 





1 Figures shown for initial burial allowances represent fiscal year totals and not averages. 
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Taste II].—Compensation and pensions—Comparison of actual obligations, fiscal 
year 1955, with estimated requirements, fiscal years 1956 and 1957 












































| | 
Description 1955 actual 1956 estimate | 1957 estimate 
alla Sahiba —_ 
1. Compensation: 
Spanish-American War veterans-..-......------- $856, 077 $778, 725 $697, 130 
Spanish-American War dependents... __---_----- 1, 140, 955 1, 150, 750 1, 148, 697 
World War I veterans__._._..._._-- dinctnediuhs eae 229, 670, 594 221, 220, 632 210, 354, 942 
World War I dependents a hinu ahaa wederen eae 53, 389, 449 53, 739, 705 52, 570, 548 
Were wer as Ween... cd ee. _...| 1,036, 755, 689 1, 044, 514, 086 1, 038, 780, 204 
World War II dependents_.___..._.-.....------ 288, 646, 987 302, 645, 201 308, 284, 978 
Korean conflict (Public Law 28) veterans_--. ---- 116, 910, 651 141, 352, 680 147, 343, 452 
Korean conflict (Public Law 28) dependents. - - - - | 40, 698, 772 44, 013, 744 44, 300, 712 
Peacetime-service veterans ______- a ticavikadanis 43, 280, 042 45, 059, 093 54, 788, 064 
Peacetime-service dependents___.........-- bbka ae 17, 173, 552 19, 751, 850 23, 386, 717 
Subtotal, compensation. ___....-.-.......---- 1, 828, 522, 768 1, 874, 226, 466 1, 881, 655, 444 
2. Pensions: 
Yellow-fever experiments anew acdaeeeaaee 1, 500 1, 500 1, 500 
Mexican War dependents. -__.................-.-- 4, 682 3, 869 3, 385 
nee RO ss cu becvcabebed 286, 736 245, 570 211, 503 
Indian wars dependents cesta sueieeraenre 765, 594 737, 460 705, 636 
oer rN oo Saudi eacechpooadcbindansl 1, 696 | 1, 625 1, 625 
Civil War dependents.__- a ce i ON 3, 672, 807 3, 242, 880 2, 865, 600 
Spanish-American War veterans. ___- aed 80, 412,191 | 73, 146, 424 65, 482, 142 
Spanish-American War dependents- _--_-.....---| 53, 931, 362 54, 394, 337 54, 297, 297 
Wy Ota SV OEE WOUROIS. .... 56. - wins ccansncensae cod 408, 304, 969 480, 514, 200 550, 432, 500 
Glee WTO © OOO oo... ochobecnqnndnna 186, 075, 065 | 200, 974, 080 212, 696, 150 
rn Ore ee nn ee ee 46, 867, 365 53, 559, 834 60, 345, 516 
Were Wer ce Gepeaets..... ... 56262-2655 es. | 18, 684, 162 21, 713, 170 24, 578, 550 
Korean conflict (Public Law 28) veterans-. -_---- 1, 129, 113 | 1, 824, 000 2, 745, 000 
Korean conflict (Public Law 28) dependents. - -_- 235, 056 482, 676 897, 900 
Peacetime-service veterans__...............-.-.-_] 66, 202 61, 891 58, 572 
Peacetime-service dependents _- re eae 38, 958 | 36, 630 34, 595 
re — ten eterna cat ee 
Subtotal, pensions... .............- Be ed 800, 477, 458 | 890, 940, 146 975, 357, 471 
= = i= : =—— — 
3. Other: 
Emergency officers’ disability retirement (World 
TE ten Ei ns aed alnct pealnhighatsatwied beniono 3, 833, 811 3, 929, 400 3, 800, 640 
Adjusted service and dependents pay ------------ 6, 070 3, 988 2, 945 
Subsistence allowance for disabled veteran train- 
Gs nite ono nns lctidnkdeweahecdpemadsbidone 30, 979, 260 32, 258, 000 27, 940, 000 
Initial burial allowances-_-._..........-- Sencar einen 16, 446, 710 17, 236, 000 18, 243, 500 
cn ee 51, 265, 851 53, 427, 388 49, 987, 085 
SOR CN iinipicckkntdinsa iow eaanie pe ibesiee 2, 680, 266,077 | | 2,818, 594, 000 2, 907, 000, 000 








1 Includes estimated supplemental appropriation requirements in the amount of $20,000,000. 


Mr. Tuomas. Under compensation it gives, Spanish-American, 
World War I, veterans and dependents, World War II, veterans and 
dependents. It is a good table. 

Then you start with pensions. What is the distinction between 
compensation and pension ? 

Mr. Brooxs. One is service-connected and the other is not. The 
veteran is entitled to pension if he serves 90 days and has an honorable 
discharge and becomes permanently and totally disabled, provided 
further, if he is single his annual income is $1,400 or less, or if he is 
married and has a minor child, $2,700 a year or less. 

Compensation is for the disability which is due to service. 

Mr. THomas. Well put. 


PROPOSED LEGISLATION ON PENSIONS 


Thinking of the VA in regard to pensions in general, is there any- 
thing in the budget contemplating a revision of existing pensions? 

Mr. Hietry. Hearings are in progress on several bills Soht at this 
time, I believe. 

Mr. Monk. Yes, sir. 
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Mr. Hictey. These bills would do two things: one would be to in- 
crease the pensions—it must be about 8 or 10 percent, and the other 
would raise the limits of earning allowances. One would raise the 
income allowances from $1,400 to $1,800, and from $2,700 to $3,000, 
and the monthly payment from $ $68 to $75. And the others go up 
correspondingly. 

Mr. Tuomas. You are talking about compensations and pension / 

Mr. Hictey. Pensions only. 

Mr. Tuomas. Which group will be the principal beneficiaries under 
that? 

Mr. Brooks. The non-service-connected. 

Mr. Hietey. Entirely. 

Mr. Brooks. Entirely, yes. 

Mr. Tuomas. Does it apply to World War I exclusively, or World 
War II, or both ? 

Mr. Brooxs. The Korean—all of them. Any war veteran who has 
90 days’ service. 

Mr. Yates. And is totally and permanently disabled ? 

Mr. Brooks. That is right. 

Mr. Hieiey. And meets these limitation requirements as to income. 
It is supplemental income the way it is now being operated. 


READJUSTMENT BENEFITS 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 





Program by activities: 
1. Education and training: 
(a) Subsistence | $61,223,720 | $24, 000, 000 $6, 000, 000 
(6) Tuition ‘ | 37, 576, 213 16, 065, 000 4, 023, 000 
(c) Supplies and equipment... 4, 272, 638 1, 800, 000 450, 000 
(d) Veterans Readjustment Assistance Act (66 | 
Stat. 663) 563, 421, oot 540, 645, 000 714, 817, 000 





Total education and training 582, 51 510, 000, 725, 200, 000 


2. Vocational rehabilitation for disabled veterans: 
(a) Tuitton , 483, : 7, 120, 000 
(b) Supplies and equipment , 307, , 270, 1, 100, 000 


Total vocational rehabilitation for disabled 
veterans 











3. Loan guaranty: 
(a) Interest gratuities , 
(b) Claims paid , 513, 5, 022, 5, 889, 000 
(c) Loans and property acquired . 544, , 364, 32, 171, 000 
Total loan guaranty 28, 831, 009 31, 636, 000 38, 060, 000 
4. Housing grants for disabled veterans 4, 812, 898 4, 290, 000 
Total obligations 709, 928,384 | 627 946, 000 
Financing: 
Unobligated balance brought forward — 532, 904,678 | —8, 851, 633 
Unobligated balance transferred from ‘Veterans miscella- 
neous benefits, Veterans’ Administration”’ (68 Stat. 291). 
Appropriation available in prior year 
Unobligated balance carried forward 


Appropriation (adjusted) " | 627, 097, 000. 775, , 000 000 
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Obligations by objects 





Object classification 1955 actual | 1956 estimate | 1957 estimate 

11 Grants, subsidies, and contributions -.-_.._........- copmmnul $671, 306, 833 | $586, 800,000 | $729, 720, 000 
12 Pensions, annuities, and insurance claims. --------...-..-- 38, 621, 551 41, 146, 000 , 280, 000 
Pe id aca icenumial 709, 928, 384 | 627, 946, 000 776, 000, 000 


Budget authorizations, expenditures and balances 





























1955 actual | 1956 estimate | 1957 estimate 
BUDGET AUTHORIZATIONS AVAILABLE | | 
DEI. ;. (3 o ceb activ te +h d0dd cheb ot eatendds aed $567, 000, 000 | $627,097,000 | $775, 000, 000 
Transferred to ‘Compensation and pensions, Veterans Ad- 
ministration’”’ (69 Stat. 240) - sak iinasalneieonl ecleleta elias Ran iota eur —1, 000, 000 | pelea hhb-a apie ctkdenebe 
Adjusted appropriation. -.-...-..............----.-------| 566,000, 000 627, 097, 000 775, 000, 000 
Balance brought forward: 
ls Sed neds acdiuens pebbhoadeashaeewek 532, 904, 678 8, 851, 633 8, 002, 633 
Obligated__.....-..- ientnicsavtcencasaqee|) Samy Ole |: Hn Seeat —3, 912, 817 
Appropriation av ailable in ‘prior year _- on To teeyackauv< och em esemageses 
Balance transferred from ‘Veterans miscellaneous benefits, 
Veterans Administration”’ (68 Stat. 291): 
Rete atiie er inireanentene ie Agel cletes meters Seni than Sepa MEE Sawucnaccekecuclsadndestcdunce 
ids bibs keke otbblesdhke dl Wb badansasicddeckinche | BS eee FP eeeree eee yas 
Total budget authorizations available__.......--.-.-.--- 712, 787,801 | 632, 089, 816 779, 089, 816 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations... .............------.-...- } 707, 794, 985 { 623, 010, 717 772, 000, 000 
Ont of prior enthorisetions...... -<...< <<<. ...565.5..-cccccue rere ae 4, 989, 283 4, 000, 000 
I saitc cs soe ceesersswcpancenbo<namcanays 707, 794,985 | 628, 000, 000 776, 000, 000 
Balance carried forward: 
eaten ictbnmn dueieneene 8, 851, 633 8, 002, 633 7, 002, 633 
Obligated__.-- pia nithi iii iemi eli cortical Ga waneh be cniodla tute —3, 858,817 | —3, 912, 817 —3, 912, 817 
Total expenditures and balances---....-.-....--.---..-.. 712, 787,801 | 632,089, 816 779, 089, 816 





Mr. Tuomas. We will go to readjustment benefits, page 12-1, $775 
million. 

Mr. Reporter, insert pages 12-1 through 12-5 in the record. 

(The pages referred to are as follows :) 


JUSTIFICATION OF ESTIMATES, Fiscat YEAR 1957 
READJUSTMENT BENEFITS, VETERANS’ ADMINISTRATION, $775,000,000 


The funds requested under this appropriation are to cover the cost of the vari- 
ous benefit payments to veterans as authorized by Public Law 346, as amended, 
title II, of the Veterans Readjustment Assistance Act of 1952. These benefits 
include the cost of subsistence, tuition, supplies, and equipment for veterans 
pursuing courses of training under the provisions of Public Law 346 and educa- 
tion and training allowances under Public Law 550, 82d Congress; guaranty, 
claims, and property-acquisition costs on veterans’ loans; and the payment of 
readjustment allowance claims of unemployed World War II veterans who are 
still eligible. Included in this appropriation is the cost of supplies, equipment, 
and tuition required by disabled veterans pursuing courses of training under the 
provisions of Public Law 16, Public Law 170, and Public Law 894; and homes for 
paraplegics as authorized by part IX of Veterans’ Administration Regulation 
No. 1 (a) as amended. 

Based on current estimates of the average number of trainees and the average 
cost per trainee it is estimated that supplemental funds of approximately $142,- 
— will be required for payment of these direct benefits during fiscal year 
1956. 
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The following table affords a comparison of fiscal year 1957 estimates with 
actual data for fiscal year 1955 and estimated requirements for fiscal year 1956; 


Education and training: 
Servicemen’s Readjustment Act: 
Subsistence allowance................-.. 
Tuition _ _- 


Total, 

Act 

Veterans Readjustment Assistance Act: 
Education and training allowance 


Servicemen’s Readjustmen 


Total, education and training 


Vocational rehabilitation for disabled veterans: 
Tuition _-_-- 
Supplies and equipment 


Total, 
abled veterans- - --.- stint Riedl sihagidaticatnncharhae 


Loan guaranty: 
EE MIN. cccedoaaasduencsncubcas 
Claims paid 
Loans and property acquired-...- 


Total, loan guaranty 


| 





vocational rehabilitation for dis- | 


SE binds cw ctoteengesunsccxee aa 


Total obligations_-___- antic accu eiehiniiedt a lie a 


Less proposed supplemental 
Total funds available 


Actual, fiscal 
year 1955 


b1, 223, 720 
7, 576, 213 | 


, 272, 638 


103, 072, 571 


| 
563, 421, 364 | 


666, 493, 935 | 


8, 483, 481 
, 307, 061 


| Estimated, 
fiscal year 


} 
$24, 000, 000 
16, 065, 000 | 


1, S00, | 000 | 


| 
683, 244, 000 


| 


725, 109, 000 | 


8, 240, 000 | 


1, 270, 000 | 


Estimated, 
fiscal year 
1957 


| 

$6, 000, 000 

4, 023, 000 | 
450, 000 | 


714, 817, 000 | 


| Increase (+) 


or decrease 
(—) 1957 
over 1956 


—$18, 000, 000 
— 12, 042, 000 
—1, 350, 000 


| | j 
| 41,865,000 | 10, 473,000 | —31, 392, 000 


+31, 573, 000 


725, 290, 000 


20, 000 | 
00, 000 | 


+181, 000 


—1, 120, 000 
— 170, 000 





, 790, 542 


772, 205 

, 513, 861 
23, 544, 943 
, 831, 009 

> 812, 2 898 


9, 928, 384 | 


9, 510, 000 


250, 
5, 022, 
26, 364, 000 | 


31, 636, 000 
4, 290, 000 | | 


"770, 545, 000 | 
142, 599, 000 


8, 220, 000 | 


| 


5, 889, 000 
32, 171, 000 
38, 060, 000 
4, 480, 000 


776, 000, 000 | 


—1, 290, 000 


— 250, 000 
+867, 000 
+5, 807, 000 


+6, 424, 000 
+-140, 000 


+5, 455, 000 





627, 946, 


Note.—It is estimated that net recoveries on receivables will amount to $849,000 in fiscal year 1956 and 
$1 million in fiscal year 1957, which amounts have been applied to reduce total obligations to appropriation 


requirements. 


Education and training 


The estimated requirements for subsistence, allowance, tuition and supplies 


and equipment for Public Law 346 trainees and for education and training 
allowance for Public Law 550 trainees have been determined by projecting the 
trends observed in fiscal year 1955 for these benefits. Funds required for 
direct benefit payments for Public Law 346 and Public Law 550 trainees during 
fiscal year 1955 and the estimated requirements for fiscal years 1956 and 1957 


are shown below: 


Public Law 346: 
Subsistence allowance - 
Tuition. 
Supplies and equipment..--..----.--- 


Total, Public Law 346 


Public Law 550: Education and training allowance 


MN ad cadcenscanthudnesaad 


Actual, | 
fiscal year 
1955 


$61, 223, 720 | 
37, 576, 213 
4, 272, 638 | 
103, 072, 571 
563, 421, 364 | 


| 6€ 666, 493,935 | 


Estimated, 
fiscal year 


$24, 000, 000 
16, 065, 000 
1, 800, 000 
41, 865, 000 
683, 244, 000 


725, 109, 000 i 


| 


Estimated, 
fiscal year 


$6, 000, 000 
4, 023, 000 
450, 000 


10, 473, 000 
714, 817, 000 


725, 290, 000 
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The above estimates for fiscal years 1956 and 1957 are based on the following 
estimated average number of trainees and average costs per trainee: 


Actual, fiscal year 
1955 


Public Law 346: 
Subsistence 
Tuition 
Supplies and equipment 
Public Law 550: Education and wwatatag | 
i  cednments 7 


Trainees | Cost 
| 


141, 472 | 
137, 854 
141, 472 | 


418, 393 | 


$432. 76 
272. 58 
30. 20 


1, 346. 63 


Vocational rehabilitation for disabled veterans 


Trainees 


Estimated, fiscal 
year 1956 


Cost 


59, 500 | 
60, 000 


515, 000 | 
| 


Estimated, fiscal 


year 1957 


Trainees 


$400. 00 15, 
270. 00 14, 
30. 00 15, 


1, 326.68 | 540,000 


000 
900 
000 


The estimated requirements for tuition and supplies and equipment for Public 
Law 16 and Public Law 894 trainees for fiscal year 1957 have been determined by 
projecting the trends observed in fiscal year 1955 for these benefits. 


penditures for fiscal year 1955 
and 1957 are shown in the following tables: 


TUITION 


Actual ex- 


and estimated requirements for fiscal years 1956 





Estimated, 
1956 


19, 285 | 


Estimated, 
1957 


20, 600 
$439. 90 | $400. 00 0 | $400. 00 


$8,240,000 | $7,120,000 


Average number of trainees- - --- 17, 800 


Average cost 


Total tuition cost_...........- scadeciieteaaiicneaknig uence | $8, 483, 481 | 


SUPPLIES AND EQUIPMENT 





24, 468 
$53. 42 


25, 400 22, 000 
$50. 00 $50. 00 


$1, 270, 000 $1, 100, 000 
$8, 200, 000 


Average number of trainees 
Average cost __ 


$1, 307, 061 


"$9, 790, 542 | 


Total supplies and equipment --- 


Total vocational rehabilitation $9, 510, 000 


Loan guaranty 


The following table reflects the number and estimated cost of loan guaranty 
readjustment benefits payments for fiscal years 1956 and 1957 as compared with 
actual experience in fiscal year 1955. 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1955 1956 1957 


Number of claims paid (from loan guaranty table V)___- 4, 442 
Average cost per claim___-- 4 : : ; ee ta $1, 016 | 


$4, 513,861 | $5, 022, 000 $5, 889, 000 


3, 881 4, 736 
5, 793 $6, 793 


$32, 171, 000 


4, 943 
$1, 016 


5, 796 
$1, 016 


Total cost of claims paid__-_......-.-- 


Number loan and property acquisitions (from LG table VT)_-- 
Average cost per loan and property acquisitions. __.-...-.-.--- 





Total cost of loan and property acquisitions_.........-.- $23, 544, 943 


$26, 364, 000 


Number of interest gratuities __ __- 1, 667 


Average cost per interest gratuities 


Total cost of interest gratuities____ 














Total payments- 





, 
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Workload forecast reflecting the volumes of indicated program activities for 
fiscal years 1956 and 1957, compared with actual experience for fiscal year 
1955, appear in the loan-guaranty section of the submission on “General operat- 
ing expenses” appropriation. The activities indicated in these tables related 
to benefit cost as well as determining manpower requirements which is dis- 
cussed in the above mentioned section of the “General operating expenses” 
appropriation. 

Housing grants for disabled veterans 

Under the provisions of Public Law 702, 80th Congress, as amended by Public 
Law 286, 81st Congress, the Veterans’ Administration was authorized to approve 
grants of specially adopted housing to veterans having suffered the loss of, or 
loss of use of, both feet, and to paraplegic veterans. During the 1955 fiscal year, 
516 grants were approved for specially adopted housing for the use of qualified 
disabled veterans. It is expected that 460 grants will be approved in fiscal year 
1956 and 475 in fiscal year 1957 at an average cost per grant of $9,327. 
Readjustment allowance 

No funds are requested for this purpose in fiscal year 1957. 


The table in 12-2, for education and training, $61,223,720 for 1955, 
which drops down to $24 million in 1956, and in 1957 $6 million. 

education and training allowance, $563 million for 1955, $683 mil- 
lion for 1956. And it jumps up to $714 million in 1957, an increase of 
$31 million. And it gives a table on your loan-guaranty costs; that 
is also Public Laws 346 and 550. 

This table on 12-8, 12-4 gives the number of trainees. The average 
number of disabled veterans receiving tuition in 1955 is 19.285. It 
increased to 20,600 in 1956, and in 1957 you will have a decrease down 
to 17,800, the average cost, $400. 

The estimated requirements for tuition and supplies and equipment for Public 

Law 16 and Public Law 894 trainees for fiscal year 1957 have been determined 
by projecting the trends observed in fiscal year 1955 for these benefits. 

Actual expenditures for fiscal year 1955 and estimated requirements 
are also set out; it is still, to some extent, guesswork for 1956 and 1957, 
but for 1955 it should be accurate by now. 


LOAN-GUARANTY ACTIVITIES 


Also, the loan-guaranty program table shows the number of loan 
and property acquisitions, average cost per loan in property acquisi- 
tions, and so forth. Total cost of loan and property acquisitions is 
$32,171,000 for 1957 as against $26,364,000. And these are cumulative 
figures, are they not? 

Mr. Mons. No, sir; those are year totals. 

Mr. Tuomas. It is getting expensive, then; isn’t it? 

Well, the table is very informative. The cost of the program jumps 
from $31 636,000 to $38,060,000, and that is the cost of acquisition in 
taking back these properties ; is that right? 

Mr. Monx. And payment of claims; yes, sir. 

Mr. Tuomas. Well, part of it. 

Mr. Keiser. Mr. Chairman, I think we should clear up one point. 

Mr. Monk, isn’t it true that these are gross payments, with returns 
from sale of properties, and collections of one kind or another de- 
posited into miscellaneous receipts / 

Mr. Monk. That is correct. 

Mr. Tuomas. What is the difference in your actual administrative 
costs of your job? This is where it is set out: It is not set out in 
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your other heading. What you are are going to return to the Treasury 
is what you get back, but what expenses you pay to take your property 
back you are not going to recover, are you ? 

Mr. Monk. Actually, as of today we have assets and have turned in 
to the Treasury about $7 million more than we have paid out of the 
appropriation. 

Mr. Tuomas. For what year? 

Mr. Monk. That is cumulative to date. 

Mr. Tuomas. You mean, you are doing that well, you are showing 
a profit for 1956 ¢ 

Mr. Monx. Well, it is pretty hard to pin it down to a year, Mr. 
Chairman, because we may acquire the property and pay out of the 

appropriation this year and not liquidate the property. 

Mr. Tuomas. And if you acquire it in 1956 you may not get rid of 

until 1958 ¢ 

Mr. Monk. 1957 or 1958; that is correct. 

Mr. Tuomas. Give those figures again. Cumulative basis up to 
what date? 

Mr. Monx. Through December of 1955. Our assets, plus what we 
had converted into the Treasury in cash, exceeded the expenditures 
of the appropriation by $7 million. 

Mr. Tuomas. Now, let’s have a little something more definite to 
put our feet in. 

How much did you turn back to the Treasury in fiscal year 1955? 
That is the last completed year, 6 months ago, so that ought to be 
a fairly firm figure. 

Mr. Monk. I can give you the figure up through December, cumu- 
lative. We have turned in to the Treasury 

Mr. Tuomas. You don’t have it on a fiscal year basis, just on a 
cumulative basis ? 

Mr. Monx. This is cumulative. 

Mr. Tuomas. For what period, now; up to December of what year? 

Mr. Monk. December of 1955; since the beginning of the program 
we have turned in to the Treasury general fund $59,807,346. We 
have expended out of the appropriation—that is the item we are 
talking about—$164,326,615. 

Mr. Tuomas. Turned in $54 million ? 

Mr. Monk. $59 million. And we have expended $164 million. 

Mr. Tuomas. You sure haven’t shown a profit there. 

Mr. Monk. We have properties on hand, loans, and amounts due 
from customers of $112 million. 

Mr. Tromas. At that period ? 

Mr. Monx. At that period; yes, sir. 

Mr. Tuomas. So these tables don’t mean anything for fiscal year 
1955, $28,831,000 of appropriated funds, because you have to correlate 
it back with the program on a cumulative basis. You say that up 
to December of fiscal 1956 you have turned in to the Treasury about 
$7,500,000 more than you have expended ? 

Mr. Monk. No, sir. We have turned into the Treasury and have 
assets on hand and in the process. 

Mr. Tuomas. The assets are four-fifths of that amount, which is 
about 10 times as big as what you turned in to the Treasury ? 

Mr. Monk. Almost twice. 
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Mr. Tuomas. You don’t know what those assets are worth until 
you get the cash for them, do you? 

Mr. Monx. That is correct, sir. 

Mr. Tuomas. When you finally get the cash for them, that $7144 
million profit may turn out to be a “$TY/ 6 million deficiency, mightn’t 
it? 

Mr. Monk. It could. 

Mr. Tromas. Mr. Monk, you are a very obliging gentleman; you 
agree either way, take it or leave it. So your first statement, then, 
that you had $7 iy million more than you had spent 

Mr. Monk. This is the balance sheet figure today, sir. 

Mr. Tuomas. That is pure guesswork, isn’t it? We hope that turns 
out to be that way 

Mr. Monk. I would like to call your attention to the fact that there 
is a supplemental pending in this readjustment benefits appropria- 
tion. And the figure in here, in your budget book, of $142,600,000 is 
going to be $185 million. 

Mr. Tuomas. Has it come from the Budget? 

Mr. Baxer. It has gone to the Bureau, Mr. Chairman. 

Mr. Tuomas. I believe I mentioned to the Administrator the other 
day that we would like to take those as we go along, and he stated 
that it hadn’t cleared the Budget, so we had ‘better proceed until we 
get them. 


MILITARY AND NAVAL INSURANCE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Monthly payments to beneficiaries: 
(a) Disability awards ei $4, 154, 023 $4, 050, 000 $3, 950, 000 
(b) Death awards ; 9, 840 9, 000 9, 000 
2. One-sum benefit payments 64, 323 30, 000 | 30, 000 
3. Payment to U. 8. Government life insurance fund, 
Veterans’ Administration. - aaaierai acted , 338, 825 952, 765 , 136, 000 


Total obligations. _........._- : 5, 567, O11 | 
Financing: 
Unobligated balance brought forward. sd ei — 249, 493 
Unobligated balance carried forward 48, 765 
Appropriation: 
Annual definite (adjusted) oneaiaid 5, 304, 258 
Permanent indefinite. - : 62, 025 125, 000 


Obligations by objects 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 





11 Grants, subsidies, and contributions (payment to ‘‘ United | | | 
States Government life insurance fund, Veterans’ Ad- | 
ministration’’) 3 ¢ |} $1,338, 825 | $952, 765 $1, 136, 000 
12 Pensions, annuities, and insurance claims.._.__.-.-__----- 4, 228, 186 | 4, 089, 000 | 3, 989, 000 


Total obligations ; 5,567,011 | 5,041, 765 | 5, 125, 000 


72350—56—pt. 1—_—_28 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate \weheewens 
































RUDCET AUTHORIZATIONS AVAILARLE 
Appropriation: | 
Annual definite cris iia Signin naipinasnietieiona $4, 932, 000 $4, 868, 000 $5, 000, 000 
Permanent indefinite_- 62, 025 125, 000 125, 000 
Transferred from ‘‘Servicemen’s indemnities, Veterans’ Admin- | 
istration” (68 Stat. 292) Fate eoteee es inane . Bray eee 1.2.5. <e te oe ie 
Appropriation: 
Annual definite (adjusted) --..-.......-.---- dh hale ol dedv alte 5, 304, 258 4, 868, 000 5, 000, 000 
Permanent indefinite _- a : sen aetliar rai aenecaie ol 62, 025 125, 000 125, 000 
Balance brought forward: 
Unobligated_---_-- -- Bedi ceehaeedte b ties ops Sieeataanpen 249, 493 J a 
Obligated_-__.-.-- i. dhs elichacipuil sosraiackogiateneinmeehens siniciinias akin —< 898 i a rane se 
- a3 
Total budget authorizations available_-__........-.---- 5, 608, 878 5, 188, 555 5, 125, 000 
EXPENDITURES AND RALANCES 
Expenditures: 
Annual definite: 
Out of current authorizations. .--.........---- eeeciany 5 351. 298 { 4, 868, 000 5, 000, 000 
Out of prior authorizations EE | Oe eB. ok; . onctah 
Permanent indefinite: Out of current authoriz: ations___-_- 62, 025 125, 000 125, 000 
Total expenditures-__----..-- diate sche beiiianet Tella ai mma latamas 5, 413, 323 5, 188, 555 | 5, 125, 000 
Balace carried forward: 
Unobligated_-_-._.---- sean sae ith aeeaaina taa tessa ieee aad bait Bn Sint obcnns ade vhembane aud 
PE carreras Gobese aren cupugesansentionipnenessousigu RE Oxice nt pacninenstnapevs>aasheake 
percianicpatnellietindn canta tl 
Total expenditures and balances----...-.....----------. 5, 608, 878 5, 188, 555 | 5, 125, 000 





Let’s take a look at military and naval insurance. Mr. Reporter 
will you insert pages 13-1, 13-2, and 13-3 in the record ? 
(The pages referred to follow: ) 


JUSTIFICATION OF ESTIMATES, F1iscat YEAR 1957 
MILITARY AND NAVAL INSURANCE, VETERANS’ ADMINISTRATION, $5,000,000 


-ayments are made from this appropriation under two main categories: 

(1) Direct payments to insureds and beneficiaries in accordance with the 
provisions of the War Risk Insurance Act (Public Law 90, 65th Cong.), and 

(2) Transfers to the United States Government life-insurance fund for 
certain deaths, total permanent disability and total disability claims 
incident to the military or naval service of the insureds. 

Direct payments at the rate of $5.75 per month per $1,000 of insurance are 
made to insureds who became totally and permanently disabled while covered 
under yearly renewable term insurance (war-risk insurance) ; payments at the 
rate of $25 per month are made to veterans who became totally and permanently 
disabled within 120 days after entrance into service without having applied for 
war-risk insurance. Payments of $5.75 per month per $1,000 of insurance are 
made to beneficiaries of insureds who died while covered under war-risk insur- 
ance or who died while receiving total permanent disability benefits but before 
having received 240 such monthly payments; likewise the beneficiaries of service- 
men who were covered under the $25 monthly benefit automatic insurance pro- 
vision reeeive the remainder of the 240 guaranteed installments which were 
unpaid at the death of the servicemen. Single sum payments representing the 
commuted value of the balance of the guaranteed 240 installments remaining 
unpaid at the death of the last beneficiary are made to the estate of the insured. 
Single sum settlements are also made which represent a compromise between 
the veterans or his legal representative and the Government as to the amount 
payable on account of total permanent disability or death. 





. 
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| Fiscal year Fiscal year Fiscal year 
Direct payments to insureds and beneficiaries | 1955 1956 1957 
actual estimate estimate 
| 


(a) Active disability awards... aa $4, 154, 023 $4, 050, 000 $3, 950, 000 
(b) Active death awards ‘ bd ctbebe 9, 840 9, 000 | 9, 000 
(0). Re IIE, c ccSdnnpepatueceescent ‘ ‘ 64, 323 30, 000 30, 000 


Total direct payments. --.-..-...--.--.--- Sanadeeane 4, 228, 186 4, 089, 000 | 3, 989, 000 


Transfers to the United States Government life-insurance fund are made to 
cover obligations incurred under United States Government life-insurance policies 
under the following provisions of the World War Veterans Act 1924 (Public Law 
242, 68th Cong.) as amended: 

(1) Section 302. Death and total permanent disability claims deter- 
mined to be traceable to the extra hazard of the military and naval service. 

(2) Section 313. Total disability claims determined to be traceable to 
the extra hazard of the military and naval service. 

(3) Section 28. Waiver of recovery of overpayments and erroneous 
payments. 

Transfers are also authorized under section 10 of the Insurance Act of 1951 
(Public Law 23, 82d Con.) covering death and total permanent disability claims 
incurred while waiver of United States Government life-insurance premiums is 
in effect. 

Reimbursements to this appropriation represent unpaid war-risk insurance 
premiums, which were covered by liens held against United States Government 
life-insurance policies. These premiums when collected are deposited to the 
credit of this appropriation. 


Transfers to United States Government life-insurance fund Fiscal year | Fiscal year Fiscal year 
for— 1955, actual |1956, estimate) 1957, estimate 


(a) Death claims (sec. 302 WWVA 1924) __- | $338, 083 $356, 204 $444, 000 
(6) Total permanent disability claims (sec. 302 WWVA 19: 24) | 629, 318 264, 600 326, 000 
(c) Total disability claims (sec. 313 WWVA 1924) : 108, 515 88, 600 107, 000 
(d) Death claims (sec. 10, Public Law 23) ___- 55, 319 88, 600 93, 000 
(e) Total permanent disability claims (sec. 10, Public Law 23) 203, 625 154, 761 166, 000 
(f) Waiver of recovery of overpayments (sec. 28 WWV A 1924) 8, 965 None None 


Si seal 1, 338, 825 952, 765 1, 136, 000 


The estimated income for the appropriation is $125,000. The requested annul 
definite appropriation of $5 million, together with the income of $125,000, gives a 
total of $5,125,000 available for obligation. The estimated expenditures during 
the year are as follows: 


Direct payments to insureds and beneficiaries______________________ $3, 989, 000 
Payments to United States Government life-insurance fund 1, 136, 000 


SR MU hated eters ctl nating 5, 125, 000 
Mr. Tuomas. There is a request for $5 million. 


Payments are made from this appropriation under two main categories: One, 
direct payments to insureds and beneficiaries in accordance with the provisions 
of the War Risk Insurance Act (Public Law 90, 65th Cong.), and, two, transfers 
to the United States Government life-insurance fund for certain deaths, total 
permanent disability, and total disability claims incident to the military or 
naval service of the insureds. 

What is the condition of this fund as of some recent date ? 

Mr. Baxer. This is an appropriation account from which transfers 
are made to the United States Government life-insurance fund. 

Mr. Troomas. How much have you paid out, transferred from this 
fund, during the first 6 months of fiscal 1956? 
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Mr. Porssant. I would say that the payments from that appropria- 
tion are about proportional over the year. Every 6 months you pay 
half, and so on. 

Mr. Baxer. As of December 31, the actual obligations were $2,448,000. 

Mr. Tuomas. About half of this amount, then. 

I see you have proposed expenditures in 1957 to the United States 
Government life-insurance fund, $1,136,000; direct payments to in- 
sureds and beneficiaries, $3,989,000. 


NATIONAL SERVICE LIFE INSURANCE 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 
} 


aceasta . . eatin agencnierncesing leat oe sithtotnaiepiaiseninaleciiend 












































Program by activities: 
1, Payments to national service life insurance fund, Veter- | 
ans’ Administration: | | 
(a) Claims from extra hazards of military service: | 
EO I i soc cidnninabbdnabenieg cid | $19,741,115 | $39, 248, 111 $5, 223, 000 
(2) Disability claims__. Se i hd oa 3, 329, 006 3, 389, 788 3, 227, 588 
i SS eee ee 2, 134, 554 | 1, 691, 131 1, 275, 000 
(c) Waiver of overpayments. .....................- | 652, 260 | 117, 400 117, 400 
(d) Death while under waiver of pre eee A oe 3, 906, 058 36, 811, 976 14, 219, 976 
Total payments to national service life insur- | 
NONI, Gici ca ntiakensudiwde des <Rhinweab ons as 762, 993 81, 258, 406 24, 062, $64 
2. Direct payments: era Sree | —* 
(a) Claims on nonparticipating national service life | 
insurance: | | 
I I 257, 651 | 330, 500 363, 000 
Ct SPORT SUNN co one ccewnencin a anne | 68, 585 | 76, 500 | 81, 000 
(6) Claims from rejected IIE oe lonliniicice mca | 2, 305 | 84, 683 | 84, 683 
(c) Claims where insured died between date of ap- | | | 
plication and effective date_............-- Siete 179, 582 181, 725 181, 725 
d) Claims on discontinued insurance_______------- | 186, 662 190, 492 190, 492 
(e) Adjustment to finance service obligations__-...- 96, 742  sisbek Steielidiae pontine t seliel ‘ete Raage 
Total direct payments.............----------- f 871, 527 863, 900. 900, 900 
Total obligations... _..- sae ree eee 30, 634, 520 | 82,122,306 | 24, 963, 864 
Financing: 
Unobligated balance brought forward_.................--- — 766, 715 — 363, 070 —1, 163, 864 
Unobligated balance carried forward..............-..---..- | 363, 070 REO Bitin en canaweess 
Appropriation: | 
Annual! definite (adjusted) _.._..............---.-- 29, 570, 000 82, 300, 000 23, 200, 000 
TRIES, DOIN a bn ain ck ck ccncinspdmemscns’ 660, 875 | 623, 100 600, 000 
Obligations by objects 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
ce. eee |--__— | 3 
11 Grants, subsidies, and contributions (payments to na- | } 
tional service life insurance fund, Veterans Administra- 
tion) ~------+---------| $29,762,993 | $81,258,406 | $24,062, 964 
12 Pensions, annuities, and insurance claims Sa klednae amen ki 871, 527 * 863, 900 | 900, 900 
oo 7 cs 
I ND in isn Rosin 6pm nb tas tkeeetameth eld OR 634, 520 | 82, 122, 306 24, 963, 864 
| 


























435 


Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation: 
Annual definite. x $30, 570,000 | $81, 300, 000 $23, 200, 000 
Permanent indefinite 660, 875 623, 100 | 600, 000 
Transferred to ‘‘Compensation and pensions, Veterans’ Ad- j 
ministration’’ (68 Stat. 292)_...........-.-.-.... 
Transferred from “Compensation and pensions, V eterans’ Ad- 
ministration’’ (69 Stat. 211) : 
Appropriation: 
Annual definite (adjusted) Kcoeeemenh ane 82, 300, 000 | 23, 200, 000 
Permanent indefinite --..-.. se a ronne’ ae 660, 875 623, 100 | 600, 000 
Balance brought forward: 
Unobligated ............ sats wath diienat ee aie ‘ 766, 715 363,070 | 1, 163, 864 
Obligated tel — 4,021 —3l, 416 | 


Total budget authorizations available-_- _™. 993, 569 83, 254, 754 24, 963, 864 


EXPENDITURES AND BALANCES 


Expenditures— 
Annual definite: | 
Out of current authorizations. .__--- ----------------|1 39 991. 040 i{ 81, 136, 136 23, 200, 000 
Out of prior authorizations---__- xan — i\ 331, 654 1, 163, 864 
Permanent indefinite: Out of current authorizations 660, 875 | 23, 100 | 600, 000 


IIE cn cncscscsespemeecnebastesnenens | 30, 661,915 | 82,090, 890 24, 963, 864 
Balance carried forward: 
Unobligated 363, 070 | 1, 163, 864 
Obligated waits —31, 416 


Total expenditures and balances----...-..-....---------- 30, 993, 569 y | 83, 254, 754 | 24, 963, 864 


National service life insurance, $23,200,000. 


Insert, Mr. Reporter, pages 14 1, 14-2, and 14-3. I guess the table 
ougt to be put in, toes page 14-4. 
(The pages referred to follow :) 


JUSTIFICATION OF ESTIMATES, Fiscan YEAR 1957 
NATIONAL SERVICE LIFE INSURANCE APPROPRIATION, VA, $23,200,000 


This appropriation covers payments to the national service life insurance 
fund to meet obligations sustained by that fund incident to mortality cost on 
account of deaths traceable to the extra hazard of military or naval service as 
such hazard may be determined by the Administrator; the cost of waiver of 
premiums on account of total disability traceable to such extra hazard; the 
cost of providing gratuitous insurance of certain members of Armed Services 
under sections 602 (d) (2) and 602 (d) (3); the cost of death claims incurred 
while waiver of national service life insurance premiums was effective under 
section 622; the cost of waiver of recovering payments under the provisions 
of section 609 on national service life insurance policies in accordance with 
the provisions of part I, title VI, Public Law 801, 76th Congress; the payment 
of benefits directly from the credit of premiums directly to the appropriation 
under the authority of section 602 (c) (2), 602 (c) (3); 602 (m) (2), 602 (p), 
and 662 (v) (1) of the act as amended August 1, 1946, Public Law 589, 79th 
Congress. 

The amount of appropriation requested under this title for fiseal year 1957 
is $23,800,000 of which it is estimated that premium receipts will total $600,000 
and that a balance of $1,163,864 will be forwarded from the prior year making 
a total of $24,963,864 available. Obligations are etsimated at $24,963,864. 

This estimate of appropriation covers the following major items: 

A. Transfers to the national service life insurance fund to cover obligations 
sustained by that fund for the following provisions of the National Service Life 
Insurance Act of 1940 and subsequent amendments: 


1. Section 607 (b).—Death claims determined to be traceable to the extra 
hazards of military service. 
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2. Section 607 


traceable to the extra hazards of military service. 


8. 
4. Section 
claims. 


602 (da) 





(c).—Premium waiver disability claims determined to be 


Section 609.—Cost of waiver of recovery of erroneous or overpayments. 
(2) and (d) (8).—Gratuitous death and disability 


5. Section 602 (v) (2).—Total disability income claims determined to be 


due to the extra hazards of military service. 
6. Section 622. 
life insurance premiums is effective. 


—Death claims incurred while waiver of national service 


B. Direct payments from the appropriation to the legal recipient as provided 


for by the following sections : 


1. Section 602 (v) (1).—Total disability income issued to veterans with 
service connected partial disability (H disability cases). 


9 


_ 


Section 602 (c) (2).—Insurance issued to veterans with service con- 


nected partial disability who are ineligible for fund insurance (H insur- 


ance). 


3. Section 602 (c) 


rejected for medical reasons and insured died in line of duty. 


4. 


application but before effective date of insurance. 


(3).—Claims where application for insurance were 
Section 602 (p).—Claims on cases where insured died after date of 


Section 602 (m) (2).—Claims on insurance discontinued because in- 


sured was discharged to accept commission, was absent without leave, or 


was court-martialed. 


C. Premium receipts which are credited directly to the appropriation: 
1. Section 602 (v) (1).—Premium receipts for disability income issued to 
persons with service-connected partial disability. 
2. Section 602 (c) (2).—Insurance issued to persons with service-connected 


partial disability who are ineligible for fund insurance. 


The following statement presents by section number, the detail of the actual 


financial transaction for fiscal year 1955, 


the estimated financial transactions 


for fiscal year 1956, and fiscal year 1957 in the respective sequence of preceding 


paragraphs A, B, and C. 


Statement of disbursements and receipts 


Statement of disbursements and receipts 





> 


. Transfer from this apne to the fund: 
1. Sec. 607 (b)- ane 
2. Sec. 607 (c) 
IPR Ott Set: falco tee. diioaseand ee 
4. Sec. 602 (d) (2) and (d) (3)...-----.---------------- 
5. Sec. 602 (v) (2)_..._--- 
6. Sec. 622 


naa ica ss on i re 0 SN 


B. Direct payments from this itenntenneal 

SRI ED So hoo ete cc eebanc babes woe 
TI I BR 5s Ss ea 5 ceo echw ane 
Sec. 602 (c) (3) 
Yo Oe 
Sec. 602 (m) (2) _-__- 


. Adjustment to finance service : obligations._____- a, 


Smet 


Subtotal, direct payments_ ----- 


UeareORIRINN 0 8 2 6 ata Eo ce 
. Premium receipts credited to eer 
: Sec. 602 (v) (1) os 

ee I Don Se ncccah asc dsdeliehesedsgecus 
Less subtotal receipts. ____- 

Total, net disbursements (C—D)_______- 
Less: Unexpended balance forwarded from prior year-_----_--- 
Add: Unexpended balance forwarded to subsequent year 


Grand total, appropriation estimate (annual definite) _ _- 























Fiscal year Fiscal year Fiscal year 
1955 actual | 1956 estimate | 1957 estimate 
$19, 741,115 | $39, 248,111 $5, 223, 000 
3,329,006 | 3, 389, 788 3, 227, 588 
633, 308 100, 000 100, 000 
2, 134, 554 1, 691, 131 1, 275, 000 
18, 952 17, 400 17, 400 
3, 906, 058 36, 811, 976 14, 219, 976 
29, 762, 993 81, 258, 406 24, 062, 964 
68, 585 76, 500 81,000 
257, 651 330, 500 363, 000 
82, 305 84, 683 84, 683 
179, 582 181, 725 181, 725 
186, 662 190, 492 190, 492 

96, 742 |__- a Ne Here hia 

871, 527 863, 900 900, 900 
30, 634,520 | 82,122,306 | 24, 963, 864 
660, 875 623, 100 600, 000 
660, 875 623, 100 600, 000 
29,973,645 | 81, 499, 206 24, 363, 864 
766, 715 363, 070 1, 163, 864 
363, 070 A UE Renna dansages ‘ 
29, 570,000 | 82, 300, 000 23, 200, 000 
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SERVICEMEN’S INDEMNITIES 
Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
Monthly payments to beneficiaries: Death awards (total 
obligations) -.........-- ; wi _..-| $27,089, 808 $32, 938, 055 $40, 239, 757 
Financing: 
Unobligated balance brought forward ‘ ie 3, 389, 878 —4, 800, 070 13, 489, 757 
Unobligated balance carried forward a 4, 800, 070 13, 489, 757 


Appropriation (adjusted) : 28, 500, 000 41, 627, 742 26, 750, 000 


Obligations by objects 


Pensions, annuities, and insurance claims: 

$27, 089, 
32, 938. ( 
40, 239, 


Budget authorizations, expenditures, and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _ = ome emia : $30, 000, 000 $40, 500, 000 $26, 750, 000 
‘Transferred (68 Stat. 292) to— 
‘‘Military and naval insurance, Veterans’ Administration”’ —372, 258 
“Compensation and pensions, Veterans’ Administration’’ —1, 127, 742 
Transferred from ‘‘Compensation and pensions, Veterans’ 
Administration’ (69 Stat. 211) - : ; 1,12 


Adjusted appropriation. __.............-- <. 28, 500, 000 41, 627, 74: 26, 750, 000 
Balance brought forward: 
Unouemeeea...........<. ; ; 3, 389, 878 4, 07 3, 489, 757 
| ERPs ee es ; ae 58, 570 ‘ 
_3i, 948, 448 46, 425, 80! , 239, 757 


Total budget authorizations available___- 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations - - \ 
Out of prior authorizations__._______- ae 


37, 985 26, 750, 000 


150, 382 |; "798 066 3, 489, 757 


Total expenditures__. ; +6 _...| 27,150,382 | 32, 936, 051 , 239, 757 
Balance carried forward: 
I oe a ‘ ahaa 4, 800, 070 3, 489, 757 
Se ee eG en : —2,004 | 


Total expenditures and balances_--_-_--.-.---- 31, 948, 448 3, 425, 808 40, 239, 757 


Mr. Tuomas. Servicemen’s indemnities, page 15-1, $26.75 million. 
This is World War II, isn’t it? 

Mr. Porssant. This : applies to anybody in the service at the present 
time. It is free insurance in a sense. 

Mr. Tuomas. What is the average cost per year, say, for 1955 and 
1956? Has it been around 35 or 40 million dollars! 

Mr. Potssanr. It will now run about 33 or 34 million a year. It is 
going to rise, probably, to sixty-five or seventy if the Armed Forces 
maintain an ave ‘age strength of roughly 3 million members. 

Mr. THomas. And you say that figure is what, now, 33 or 34 mil- 
lion a year? 

Mr. Porssanv. Yes. 
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Service-DIsABLED VETERANS INSURANCE FUND 


Mr. Tuomas. Will you put page 16-1 in the record, relating to the 
service-disabled veterans insurance fund ? 
(The page referred to follows:) 


JUSTIFICATION OF ESTIMATES, FISCAL YEAR 1957 


SERVICE-DISABLED VETERANS INSURANCE FUND, VETERANS’ ADMINISTRATION, 
$1,000,000 


The insureds under this fund have service-connected disabilities and the mor- 
tality experience among them is greater than expected according to mortality 
tables used in determining premium income to the fund. The premium income 
is based on a mortality table having a death rate of 3 to 4 per 1,000 at the average 
age of those insured. It is almost impossible to determine from past experience 
what the likely death rate will be. It has greatly exceeded, and the present 
trend indicates that it will continue to exceed, the mortality tables used. Fur- 
ther, the underwriting requirements are such that an applicant may be totally 
disabled when entering the fund so that even the premiums which are charged 
are refunded because of the disability. The actual and estimated death cases 
covered by the fund are as follows: 


Workload item: Number of death cases: 


ee II rn ES ott tric te in deinen 121 
GE 1 Ee eae 165 
Ren rte NN re isa es is cnc ep aie 242 


The number of policies in force June 30, 1955, was 12,529, which was more 
than double the number in force June 30, 1954. The actual and estimated re- 
quirements for the past, current and budget years are as follows: 





| | | 


Fiscal year | Fiscal year Fiscal year 
Activity 1955, | 1956, 1957, 
actual = estimate estimate 
eae eee ee cock acae a $$$ —|____—_|- 

Death claims paid_-_---- se Sie i weesa eee $969, 683 | $1, 393, 964 $2, 010, 000 
Premium refunds paid_- 155, 390 250, 000 400, 000 
Cash surrenders paid __- 4, 448 | 20, 000 | 30, 000 
Policy loans-_-- ---- r Poe a ; | 17, 513 35, 000 60, 000 
Ni cieicn | 1,147,034 | — 1, 698, 964 2, 500, 000 
Funds available_.._...--._-_-_-_-_-- | L 167, 407 | 1, 698, 964 4 750, 000 
Appropriation or transfer required _. : ee ake 7 “None |- ae 2 ol a ~750, 0 000 
Plus increase in Treasury cash ‘ snl canetin eal 250, 000 
SS od A Sart <j Deca ake ae ae | 1, 000, 000 


Mr. Tuomas. You are requesting an appropriation of $1 million. 
What about a supplemental here? What is the total supplemental 
you will anticipate you will need for this year and next year? 

Mr. Baxer. Mr. Chairman, we were up here last week supporting 
the supplemental, $750,000 for the current year, and we are asking for 
a million dollars for the next fiscal year. 

Mr. Tuomas. How much did you have during the fiscal 1956 in addi- 
tion to the $750,000 supplemental ? 

Mr. Baxer. We had no appropriation for fiscal 1956. We did have 
a balance carried over at the beginning of the year. 

Mr. Tuomas. How much was your Doobie around $250,000 ? 


Mr. Baker. Around $450,000, if I remember correctly. 

Mr. Tuomas. At that r: ite, you have about $150,000 too much for the 
uext year; don’t you? 

Mr. Baxer. It is pretty hard to determine what our claims will be 
against that, sir. 
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GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Medical care and treatment of veterans . $2, $2, 500, 000 $2, 000, 000 
2. Construction and equipping of hospitals_-. § 8, 2 : 1, 800, 528 


Total obligations_.......---- 5, 551, 407 | 4, 300, 528 2. 000, 000 
Financing: 
Unobligated balance brought forward. 3, 203, ! | —J, 800, 528 
Unobligated balance carried forward 


Appropriation (adjusted) ines tic 2, 148, 134 | 2, 500, 000 2, 000, 000 


Obligations by objects 


Grants, subsidies, and contributions: 
$6, 551, 407 
4, 300, 528 
2, 000, 000 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


A ppropriation -_ -- setae Silane esis as $2, 175, 000 $2, 500, $2, 000, 000 
Transferred (69 Stat. 240) to 
“‘General operating expenses, Veterans Administration”’ —3, 866 
“Outpatient care, Veterans Administration’’ ‘ - 23, 000 
Adjusted appropriation. ceased caaiirhakeael y , 134 2, 500, 2, 000, 000 
Unobligated balance brought forward....----- ; BEARS }, 203, 801 ‘ 


Total budget authorizations available__------ | 351, 935 | , 300, 54 2, 000, 000 


EXPENDITURES AND BALANCES 


E xpenditures- | 
Out of current authorizations. -- 2, 148, 13: 2, 500, 2, 000, 000 
Out of prior authorizations____- iwandee . , 403, 27% , 800, 5% 





Total expenditures ; 7 }, 551, 407 , 300, 52 2, 000, 000 
Unobligated balance carried forward 


Total expenditures and balances- - eavatedad , 351, 935 , 300, 523 2, 000, 000 





Mr. Tuomas. Page 17-1: Grants to the Republic of the Philippines, 
$2 million. Your justification here is rather meager. 

Public Law 865, 80th Congress, also authorized grants to the Republic of the 
Philippines not to exceed $22,500,000 for construction and equipping of 
hospitals. 

Well, we won’t rehash what has gone on before. What has been 
appropriated to date, $9,400,000 ? 

Mr. Baker. That is correct. 

Mr. Tuomas. The hospital is now in operation; is that correct ? 

Mr. Monk. That is correct, sir. 

Mr. Tuomas. I see you are going to build another little hospital 
down there, an NP hospital. 

Mr. Hiciry. That is part of this same building. 

Mr. THomas. Part of the $9,400,000? 

Mr. Hiciry. Yes. 
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Mr. THomas. How many beds? 

Mr. Epear. Seven hundred and twenty-two beds. 

Mr. Tuomas. Have you enough money to do it? 

Mr. Epear. We have a balance as of December 31 of about $775,000, 
and we feel that will complete the shops and the 5 quarters that have 
not been built as yet. 

Mr. Tuomas. What about the NP section ? 

Mr. Epcar. It is under construction; yes. 


Mr. Tuomas. In other words, you have the money to do a turnkey 
/ 
job : 





FEDERAL CONTRIBUTION OF FUNDS FOR OPERATION OF HOSPITAL 


Mr. Hiciey. This is money which Congress has provided for the 
operation of that hospital. I think it was a total of $10 million for a 
5-year period. And the idea was that we would underwrite the opera- 
tion of that hospital the first 5 years on a decreasing basis. 

Now, we are in the first element of that operation. 

Mr. Trromas. That is where your computation falls down. What 
is this $2 million for, exactly ? 

Mr. Hierey. That is for the 1957 fiscal year’s operation. 

Mr. Tuomas (reading) : 

The funds requested under this title are for payment of grants-in-aid to the 


Republic of the Philippines as reimbursement for medical care and treatment 
furnished eligible veterans in the Philippines, in accordance with section 4— 
and so on. 

The 5-year program of reimbursement under the basic law would have expired 
on December 31, 1954— 
but it has been carried forth. 

What is the amount of money we are liable for 5 years? 

Mr. Kersey. $10 million. 

Mr. Monk. We are liable for $2 million in the calendar year 1957; 
$1,500,000 in the calendar year 1958, and $1 million in the calendar 
year 1959. 

Mr. Tuomas. For what purpose? 

Mr. Mons. For the operation of the hospital and the care of 
patients. 

Mr. Tuomas. Are we supposed to carry the whole load? Is it on 
a contributory basis? Can you get us that act and put it in? It 
ought to be in your justification. We can’t remember all these details, 
and we have one little thin sheet. We remember basically the prin- 
cipal, but the details, as far as I am concerned, have completely slipped 
me. 

Is the total $10 million over 5 years? That is too much money, $2 
million a year, to operate a small bed hospital. 

Mr. Hietey. 722 beds. 

Mr. Tuomas. It is a little expensive. 

Mr. Hieiey. We are going to have to give it a lot of thought. 

Mr. Tuomas. How much money do you spend on operating a 750- 
bed hospital in the States? 

Mr. Hietxry. About $314 million plus. 

Mr. Monk. The Philippine cost computes, Mr. Chairman, to $7.85 
per bed. 
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Mr. THomas. How many beds do you have in occupancy / 

Mr. Monk. We had in occupancy on January 13, which is the last 
igure I have, 123 beds, G. M. and S., and 8 in TB, a total of 207 
patients in the hospital. 

Mr. Tuomas. I find here on December 15, 93 patients were admitted, 
and the activity scheduled called for the admission of a total of 
392 by March 1, with the remainder of contract patients to be trans- 
ferred soon thereafter. What is it costing us per bed to operate ? 

Mr. Monk. We have budgeted $7.85 per bed. Now, the initial cost 
for the commissioning, getting the patients in there, will exceed that 
figure, of course. 

Mr. Tuoomas. You had only 93 patients. Are you going to be able 
to get it completely staffed with your technicians and your doctors / 
What are you using, their own technicians and doctors, or are we 
sending some of our people over? How are you handling it ¢ 

Dr. Mippteron. Their own. 

Mr. Hicetry. You understand, Mr. Chairman, this hospital was 
given to the Philippine Government. 

Mr. Tuomas. I understand. We built it. 

Mr. Hietey. And now this money is to be expended to help them 
operate it, and there is going to be a lot of serious thinking given to 
how we can watch the expenditure of these funds when we actually 
don’t have any authority for dictating how they run their hospital. 

There are some difficulties involved, which we are trying to figure 
out now. This hospital went into use November 22, I believe it was, 
when the first patient went in. It will take them 6 months to a year 
to get really aie 

Mr. Yates. There are no standards, then, for the manner in which 
the money should be spent by the Philippine Government ? 

Mr. Hieiry. No. 

Mr. Tuomas. What would it cost you to operate this hospital? 
Certainly, on a full-year basis, they won’t have more than half of 
it filled, with they ? 

Mr. Hietry. They expect to, I imagine, within a year. There are 
plenty of patients. 

Dr. Mippireron. They have 474 TB patients in their contract 
hospitals. 

Mr. Tuomas. Is this $2 million for the support of that hospital, 
too? 

Dr. Mippteton. These are patients who will be brought into the 
Veterans Memorial Hospital. 

Mr. Tuomas. Is it set up for TB and G. M. and S., and so forth ? 

Dr. Mippteton. That is right. 

Mr. Tuomas. What are these 50 beds ? 

Dr. Mipptrron. That is the NP element. 

Mr. Tuomas. That won’t be ready for 12 months, will it? “It is 
estimated that this construction will be completed within 300 days 
after award of contracts.” 

Mr. Hiciry. That is all part of the original building, that isn’t any- 
thing we have added on. 

Mr. Tuomas. But it is the place where you are going to take care of 
the NP patients ? 

Mr. Hiciry. Yes. 
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Mr. Tuomas. What do you think about this figure of $2 million, 
Doctor, youand Mr. Higley? You discussed it. 

Mr. Hiciry. For patients ? 

Mr. Tuomas. The first year operation cost. er 

Mr. Hictry. That is in the ha, and they can very well use it if 
they have the patients. ; 

Mr. Tuomas. This is the maximum amount by law to operate it, 
but if they can operate it the first year on a whole lot less money 
than that—— 

Mr. Hiciry. This is for the fiscal year 1957. It doesn’t start until 
next July. I imagine then they will have close to 600 patients in there. 

Mr. Weis. What we do is reimburse the Philippine Government 
on the basis of paid vouchers. We don’t just give them $2 million. 

Mr. Tuomas. Where are you getting that? It is not in this justifi- 
cation here. 

Mr. Hierry. It is in the law. 

Mr. Tuomas. Well, these questions may seem childish and academic, 
but when you don’t put the information in the justification you can’t 
expect us to understand the program. 

Mr. Keusrey. The law authorizes not to exceed $2 million for 
1957. 

Mr. Tuomas. Based upon what ? 

Mr. Kersey. Upon the actual number of patients cared for. 

Mr. Tuomas. At what per diem cost ? 

Mr. Monk. $7.85. 

Mr. Tuomas. That is what we were contributing before you built 
the hospital ¢ , 

Mr. Monk. No, sir, Congressman. That is what we anticipate the 
cost of operating the hospital will be. We were paying actually in the 
fiscal year 1955 on a contract-basis, and we paid $8.44 per patient-day. 

Mr. Tuomas. When did you stop the contract for the private in- 
stitutions ? 

Mr. Monk. We have not yet stopped that. 

Mr. THomas. Does that go through the remainder of fiscal 1956? 

Mr. Monx. Just as soon as we get the patients in the new hospital, 
which we now contemplate will be shortly after March 1 of this year, 
except for certain types of patients such as NP and leper cases, which 
we cannot take care of in the hospital at the present time. 

Mr. THomas. Well, section 4, Public Law 865 of the 80th Congress 
is amended to read as follows: 

Grants for expenses incident to hospitalization may be made for a period not 


to exceed 10 years to reimburse the Republic of the Philippines for moneys ex- 
pended for such hospitalization. 


Does that mean all the money expended, or a portion of it? 

* * * provided that the total of such grants for any one calendar year shall 
not exceed the following amounts for any year prior to 1955; $3,285,000; for 1955, 
$3,000,000 ; for 1956, $2,500,000 ; for 1957, $2,000,000 ; for 1958, $1,500,000; and for 
1959, $1,000,000. 

There is no yardstick set up in that statute. So what are you op- 
erating under / 

Mr. Hietry. That is the $64 question that we have to have resolved 
for us as to how do we do what is expected of us here when we really 
don’t have any management authority. 


rin 
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Mr. Yates. How did you happen to ask for $2 million? 

Mr. Hictey. That is in the law. 

Mr. Yates. But that is the maximum. 

Mr. Hieiey. Of course. 

Mr. Yates. And the hospital isn’t completed, and you don’t have a 
full patient load. Why should you ask for the maximum 

Mr. Hiciry. Because they probably will have that load in 1957. 
And they can draw, according to the law, up to $2 million from us 
for bona fide expenses of taking care of these veterans. 

Mr. THomas. Is this the end of it in the calendar year 1959? 

Mr. Hictey. That is the other half of the $64 question. 

Mr. Tuomas. What are our people over there telling you? 

Mr. Yates. We don’t have anybody there. 

Mr. Tuomas. We have a staff over there; don’t we? 

Mr. Hiciry. Off the record. 

(Discussion off the record.) 


PHILIPPINE ISLANDS REGIONAL OFFICE 


Mr. Tuomas. How big a staff do you have in the Philippines, in the 
hospital or otherwise ? 

Mr. Hietry. We don’t have anything to do with the hospital. We 
don’t have any staff there. 

How many in the regional office ? 

Mr. Epgar. One engineer. 

Mr. Hietry. One engineer to finish up the building. 

Mr. Tuomas. You don’t keep anybody in the hospital ? 

Mr. Hictey. We are not supposed to be running the hospital. We 
are going to have to do something about it. But I can’t tell you any- 
thing about that. That is all handled out of the regional office—the 
one in Manila; we have a regional office there, and the manager there 
will handle all the vouchers presently. 

Mr. THomas. How many people do they have in the regional office ? 

Mr. Monk. 371. 

Mr. Yarrs. Do you have regional offices in any other foreign 
countries ? 

Mr. Hictry. That is the only one in a foreign country. The De- 
partment of State, through an embassy or other office, handles our 
work in any other country “where we have veterans. 


HOSPITAL AND DOMICILIARY FACILITIES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 
| 


ie = alec ite 


Program by activities: 
1. New hospital eonstruction_-______- $28, 728, 222 | $11, 583, 802 $42, 941, 867 
2. Hosvital replacements 308,178 | 8, 100, (09 21, 460, 000 
3. Rehabilitation and modernization of existing hospitals 9,995,405 | 23. 734, 728 28, 479, 122 
4. Initial portable equipment 3, 559, 072 3, 357, 127 2,911, 200 


Total obligations ; ' , 42,590,877 | 46,775, 657 95, 792, 189 


Financing: 
Unobligated balance brought forward.________- ..| —81, 439, 678 | —85, 848, 801 9, 073, 144 


Unobligated balance carried forward__- ; : 85, 848, 801 69, 073, 144 | 20, 280, 955 


Appropriation ; j “47, 000, 000 | 30, 000, 000 47, 000, 000 
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Obligations by objects 
































| 
Object classification 1955 actual 1956 estimate | 1957 estimate 
VETERANS’ ADMINISTRATION | 
Total number of permanent positions ___..........-----..-- _| 206 | 313 | 306 
Full-time equivalent of all other positions. .__-__.._._._-...__- 68 | 200 | 200 
Average number of all employees Lianne am wir adee | 343 480 480 
Number of employees at end of year-- ben wigd erent | 323 480 480 
Average salaries and grades: 
General schedule grades: 
nee : papain $5, 736 | $6, 120 | $6, 203 
ID IID det oso nos ohne eerie baci’ cain GS-8.8 GS-8.8 GS-8.8 
01 Personal services: | 
Permanent positions ngs Saat Bale | $1,610,918 | $1, 748, 520 $1, 748, 520 
Positions other than permanent 376, 653 | 1, 319, 000 1, 319, 000 
Regular pay above 52-week base_-_--_- oe 6, 196 aw... oi 
Payinent 2D0ve GOGO THORS... ... 22 coon oc ec et cc 6, 146 | 4, 000 4, 000 
sachs caataahcs ahaa Reh tik ociscaleepiee tn Lt 
Total personal services 1, 999, 913 | 3, 078, 207 3, 071, 520 
02 ‘Travel 34, 582 | 68, 000 68, 000 
03. Transportation of things 5, 000 5, 000 
04 Communication services__............--.-- a 5, 592 10, 000 | 10, 000 
05 Rents and utility services____- oa! 3, 839 10, 000 10, 000 
07 Other contractual services- 1, 936, 762 2, 300, 000 | 3, 000, 000 
08 Supplies and materials -..-..--------- ae 380, 568 | 750, 000 | 2, 000, 000 
09 Equipment Bee eae eee aabon J weal 3, 619, 960 | 4, 000, 000 4, 000, 000 
10 Lands and structures 34,040,304 | 36, 010, 560 83, 612, 669 
15 Taxes and assessments 7 7, 883 | 10, 000 15, 000 
Total, Veterans’ Administration __- --- es --| 42,029,403 | 46, 241, 767 95, 792, 189 
ALLOCATION TO CORPS OF ENGINEERS, DEPARTMENT OF THE | 
ARMY 
Total number of permanent positions il en 
Average number of all employees 11 Picci wh eewsnte 
Number of employees at end of year. ----.------------.-- 10 | 9 | >= 
Average salaries and grades: 
General schedule grades: 
Average salary Beata ae $4, 863 $5, 252 Fppentomte. 
Average grade eS a GS-7.2 GS-7.5 ee es * 
— Ss | So ——<—<————— 
01 Personal services: | 
Permanent positions. -_- ache Lava $52, 729 $53, 524 | cei 
Regular pay above 52-week base 202 206 6 
Payment above basic rates_._.------ os re 66 70 | = 
Total personal services juz | 52, 997 53, 800 | _- ; 
02 Travel sud — 2am 3, 361 3, 000 ‘ 
03 Transportation of things bent 153 50 | i 
04 Communication services Didi em ees eeta eee 126 125 . 
06 Printing and reproduction _--.-.-.------ inact eeapivinn | 143 100 | 
07 Other contractual services Sec tashie Gitumude es akesae | 32, 599 | 20, 000 | -- ‘ 
Services performed by— | 
Other agencies ee KG pameaibdtadakba 29 3 Pek ietd aeiew 4 
“Revolving fund, Corps of Engineers’’_--------- 23, 596 | a ee 
08 Supplies and materials__..---------.--- ie anh ripen bie 120 | BEET cwusucchewess 
De RoI. en coecnen Seo aeNea hae badaeeceuicah 45, 474 |.....- eid oudncaeend 
ee cca a iaiatininin on i 402, 811 | CRO Bis wade neee 
eee IIIS ds ot le te Bi eit ieee 65 65 |_- aa 
etl; COCs OR TRMIOIES «oan a essen cetin decease eseue 561, 474 | 8) ees ce 
Sr IN etree eee eee ersecereesces ower 42,590,877 | 46, 775, 657 95, 792, 189 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estim: 


RUDGET AUTHORIZATIONS AVAILARLE 


Appropriation _ - ial ; : _ - $47, $30, 000 $47, 
Balance brought forward: 
Unobligated - - 81, 439, 801 
Obligated_._- ---- ; jae : : , 587 , 264 
Ps : ¥ 


Total budget authorizations available__- , 867, 52, 065 
EXPENDITURES AND RALANCES 
Expenditures 


Out of current authorizations. -- as . | : | 3, 440, 000 
Out of prior authorizations__...........--- oe 27, 763, 127 


ns cane oesioninia . of 31, 203, 127 
Balance carried forward: | 

ES oe oo eo. Sciacca saCnanee ae aeen —iiie q , 073, 144 

ak bi ccreetl S cratianicemsicl Il i rae als . | 36, , 26 52, 429, 794 


Total expenditures and balances-_.-.-.....-.-..---------- | 148, 867,265 | 152, 706, 065 


Mr. Tromas. “Hospital and domiciliary facilities’—this is your 
big one—47 million. 

Mr. Reporter, put page 18-1, 18-2, and 18-3 in here, and I think 
certainly 18-4 wouldn’t hurt. 

(The pages referred to follow :) 


HOsPITAL AND DOoMICILIARY FACILITIES, VETERANS’ ADMINISTRATION, $47,000,000 


Subject to the approval of the President, this appropriation provides for con- 
struction of new hospital and domiciliary facilities and replacement of existing 
hospitals, including acquisition of sites; conversion of existing facilities to 
meet changes in the nature of the patient load; major rehabilitation and mod- 
ernization of existing facilities with an estimated cost in excess of $250,000 per 
project, and for fixed and initial portable equipment at such facilities. Rehabili- 
tation and modernization projects with an estimated cost of $250,000 or less per 
project are provided for under the “Major alterations, improvemetns and repairs” 
appropriation title. 


1. 1957 APPROPRIATION REQUEST 


The appropriation request for 1957, in the amount of $47 million, represents 
estimated net additional fund requirements to accomplish the first phase of 
replacement at Downey, IIl., technical services costs for planning 2 new hospitals 
and 2 other replacement projects, the 1957 rehabilitation and modernization 
program, and to provide initial portable equipment for projects authorized prior 
to 1957. Initial portable equipment requirements for projects proposed in this 
request are included in the respective project estimates, except for those projects 
on which only technical services requirements are being requested at this time. 











446 


Net new funds requested for 1957 


‘ 


1947 new-hospital program, Washington, D. C. (technical services 


IO eset eek ees ees ih ioe ela Se $1, 100, 000 
1948 new-hospital program, Cleveland, Ohio (general medical) (tech- 
i IR INI NC ae ssc ctg wc ans eas emnmicaeuiinnis ___.. 1, 056, 786 


Replacement program : 
1956 Downey, Ill. (1st phase, construction and initial portable 





rete ashe areca irene $21, 200, 000 
1957 Jackson, Miss. (technical services only) ---_~ 1, 172, 000 
1957 Oakland, Calif. (technical services only) -~- 1, 025, 000 
—_————— 28, 397, 000 
1957 rehabilitation and modernization program_______-____-_~- eae ras 20, 552, 700 
1957 initial portable equipment (prior to 1957) _-__--__-________----- 5, 138, 000 
ce eee F 51, 244, 486 
Less: Reductions from prior years appropriations___________-_-_- 4, 244, 486 
et MINTIa Ons TONNES wo oe nee ceed 47, 000, 000 


(a) New-hospital construction 

Funds requested will provide for cost of technical services for the previously 
approved new general medical and surgical hospitals proposed for Washington, 
D. C., and Cleveland, Ohio, in amounts of $1,100,000 and $1,056,786, respectively. 
Construction and initial portable equipment funds for these two hospitals will 
be requested in a future year budget. 
(b) Hospital replacement 

This program covers some of the most urgently needed replacements of Vet- 
erans’ Administration hospitals which consist of temporary, obsolete, or hazard- 
ous structures. It is proposed to replace such hospitals in this condition over 
a period of several years. Funds requested for 1957 will provide for the 
furtherance of this program as follows: $21,200,000 for the Downey, IIL, first- 
phase replacement project, including construction and initial portable equipment 
(technical services for Downey were appropriated in 1956) ; technical services 
for the Jackson, Miss., and Oakland, Calif., replacement projects in amounts of 
$1,172,000 and $1,025,000, respectively. 
(c) Rehabilitation and modernization of existing hospitals 

This program covers rehabilitation and modernization projects proposed for 
existing hospitals which are estimated to cost in excess of $250,000 per project. 
Funds in the amount of $20,552,700 requested for the 1957 program cover some 
of the most urgent projects of this type. A list of these projects showing esti- 
mated costs is included in the book of charts. 


(d) Initial portable equipment 

The $5,138,000 requested under this heading represents the balance of funds 
needed to provide initial portable equipment for projects approved prior to 
1957, for which appropriated construction funds are available, but for which 
necessary initial portable equipment funds have not previously been provided. 
Initial portable equipment for the first phase of Downey, II1., is included in the 
$21,200,000 requested for this project in the hospital-replacement program. 
lnition portable equipment requirements for other projects proposed in the 
1957 appropriation request are included in the respective project estimates, 
except for those projects on which only technical services requirements are 
being requested at this time. 
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2. ANALYSIS OF APPROPRIATION REQUIREMENTS FOR 1957 


Estimated cost of construction program and availability of funds by major program 


Additional re- 
quirements 
or Savings ¢ 


Current esti- | Funds avs 


» yr 
Program mated cost able 





New-hospital construction: 
1947 new-hospital program _-- ee ie seeders eas $551, 975, 327 7, O7$ —$1, 131, 752 
1948 new-hospital program - sand 174, 614, 776 i ,a7 +608, 000 
1948 bed addition and conversion progr: im_ 38, 284, 425 38, 284, 425 0 
1951 bed addition and conversion program 5, 981, 121 | , 022, 77 41, 649 
1952 bed addition and conversion program - 2, 051, 577 2, 107, 342 — 55, 765 
1954 Houston, Tex., addition Pais eee ele 4, 315, 000 , 315, 0 

Hospital replacements en dean hi ais ahaa 34, 397, 000, +23, 397. 000 


Total new-hospital construction and replacements 811, 619, 226 , 843, 392 +-22, 775, 834 
Rehabilitation and modernization of existing hospitals 167, 946, 92 8, 860, 75S +-19, 086, 166 


Total construction programs_ --- 979, 566, 1: 937, 704, 15 +41, 862, 000 
Initial portable equipment (fiscal year 1956 and prior 
years) __ dakenall 44, 722, 126 9, 584, 126 +5, 138, 000 


Total, all programs ae 4 1, 024, 288, 2! 977, 288, 2! +47, 000, 000 


3. HOSPITAL AND DOMICILIARY CONSTRUCTION PROGRAM SUMMARY 


(a) New hospital construction.—The hospital construction program author- 
ized in 1947 and subsequent years consists of 77 projects to provide approxi- 
mately 37,740 beds and 12 projects for conversion of beds at existing hospitals, 
As of June 30, 1955, major general construction contracts had been completed on 
71 of these projects. Construction was underway on two projects, Houston, 
Tex. and Topeka, Kans., which are scheduled to be completed in 1957 and 1958, 
respectively. This leaves 4 new hospitais to be put under construction, i. e., 
Cleveland, Ohio, 500 GM; Cleveland, Ohio, 1,000 NP; San Francisco Bay area, 
California, 1,000 NP; and Washington, D. C., 500 GM. The 1,000-bed NP hos- 
pitals for San Francisco Bay area and Cleveland are scheduled to be put under 
construction in the early part of 1957. The 500-bed GM hospitals for Cleveland 
and Washington (for which only technical services funds are being requested) 
are scheduled to be put under construction after 1957. 

(b) Hospital replacement.—The hospital-replacement program requested to 
date consists of 4 projects, 2 of which have been previously authorized. The 
Long Beach, Calif. project (first phase of replacement of that station), is 
scheduled to be put under construction in 1956. Award of construction contract 
on first phase of the Downey, IIL, project (for which construction funds are 
being requested in 1957) is scheduled for 1957. Construction contracts on the 
Jackson, Miss., and Oakland, Calif. projects (for which only technical services 
funds are being requested in 1957), are scheduled for award after 1957. 

(c) Rehabilitation and modernization of existing hospitals —This program, 
undertaken in 1953, provides for major rehabilitation and modernization of 
structures and other construction required to bring selected portions of certain 
old hospitals, insofar as possible, up to the standards of the new hospitals. This 
program consists of 98 projects, including those approved in the period from 
1953 through 1956 and those included in the 1957 request. As of June 30, 1955, 
11 of these projects were physically completed and 26 projects were under con- 
struction. The other 61 projec ts are scheduled to be put under construction as 
follows: 382 projects in 1956, 25 projects in 1957, and 4 projects after 1957. 

(d) Initial portable equipment. -This program provides initial portable 
equipment requirements for approximately 236 projects which were approved 
prior to 1957. These requirements have been completed on 159 projects as of 
June 30, 1955, and 77 projects are scheduled to be completed as follows: 15 proj- 
ects in 1956, 25 projeets in 1957, and 37 projects after 1957. Beginning with 
the 1957 appropriation request, initial portable-equipment requirements will be 
included in the respective project estimates, except for those on which onl) 
technical-services requirements are requested. 


72350—5 
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NEW HOSPITAL CONSTRUCTION PROGRAM 


Mr. Tuomas. To summarize this program, this is for the construc- 
tion of new hospitals and big programs of major alterations that cost 
in excess of $250,000 each. Under the program for this year you have 
set up $1,100,000 for technical services only for a hospital in the 
District of Columbia. That is a lot of money, $1,100,000 for a 750-bed 
hospital. 

What are you going to do with that money, pay all the architectural 
fees and every thing else? 

Mr. Epear. That covers the architectural fees and the supple- 
mental salaries during construction, and the administration of the 
contracts. 

Mr. Tuomas. How many beds is the Jackson, Miss., hospital going 
to have ? 

Mr. Epear. That is a 500-bed hospital. And it will have with it a 
regional office. 

Mr. Tuomas. The Cleveland, Ohio, hospital is $1,056,786. Is that 
technical services only? What does that mean ? 

Mr. Enear. For the development of the working drawings and the 
superintending of the construction in the field, and all the adminis- 
trative services in administrations of the contract. 

Mr. Tuomas. When will you get this hospital? This hospital at 
Cleveland has been authorized a long time, hasn’t it ? 

Mr. Enear. Yes; 1947 and 1948. 

Mr. Tuomas. I notice here in page 18-4 it gives the breakdown of 
it: 

The hospital construction program authorized in 1947 and subsequent years 
consists of 77 projects to provide approximately 37,740 beds and 12 projects 
for conversion of beds at existing hospitals. As of June 30, 1955, major general 
construction contracts had been completed on 71 of these projects. Construction 
was underway on two projects, Houston, Tex., and Topeka, Kans., which are 
scheduled to be completed. 

What about Cleveland and San Francisco Bay area; those are your 
two big ones? You have Cleveland, G. M. and S.—isn’t that Cleve- 
land G. M. and S. and N. P., too? You have 1,500 beds, haven’t you? 

Mr. Hietry. We are providing a thousand beds down at Brecks- 
ville, NP beds. 

Mr. Tuomas. And 500 additional beds are general, and the money 
has been appropriated for both of them, hasn’t it ? 

Mr. Hictry. Yes. 

Mr. Tromas. Well, why $1,056,786 for Cleveland when the money 
has been appropriated for it ? 

Mr. Hietry. This is a replacement of the G. M. and S. hospital 
there. 

Mr. Tuomas. Has the money been appropriated for it ? 

Mr. Hictry. No, sir. 

Mr. Tuomas. Which hospital was it appropriated for in Cleveland ? 

Mr. Hieiey. The NP hospital. 

Mr. Trromas. And this is for the 500 G. M. and S., and no funds 
have been appropriated for it at all? 

Mr. Hictry. No,sir. It has been authorized, but we have never had 
any money for it. 
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Mr. Tuomas. Is this going to wind up your construction program 
for new hospitals ¢ 

Mr. Hiciry. The Cleveland NP and the California NP are the end 
of the construction program. 

Mr. Thomas. California was authorized 3 years ago ¢ 

Mr. Hicury. That is the end of it. Ail this work we are doing now 
is replacing those that are in very bad shape, such as Downey, IIL, or 
major modernization. 

Mr. Tomas. One here is replacement, too. 

Mr. Hiciry. All of these. 

Mr. Tuomas. Now, let’s go to the big ones here. What is this hos- 
pital going to cost here in Washington ¢_ 

Mr. Epear. Approximately $15 million. 

Mr. Tuomas. That money hadn’t been appropriated / 

Mr. Encar. No, sir. 

Mr. Tuomas. You have technical service; $1,100,000. I thought you 
said this included architectural fees for Washington. 

Mr. Epear. The technical services here will allow us, if this is 
granted, to develop the working drawings, and then next year we will 
ask for the funds for construction in the 1958 budget. 

Mr. Tuomas. The architectural fees that you intend to pay don't 
cover the working drawings? 

Mr. Enear. Yes, sir. This $1,100,000 will cover all architects’ fees. 

Mr. Tuomas. And not a penny has been appropriated for this 
Washington hospital in the past? 

Mr. Enear. That is right, sir. 

Mr. Tuomas. In any way, shape, form or fashion / 

Mr. Enear. No,sir. This lets us design it. 

Mr. Hierry. How about that property? Did we pay for that 
property ¢ 

Mr. Epear. This Washington property is ours. 

Mr. Tuomas. You have had that for about what ? 

Mr. Hietry. That may be a technical question, but I suppose we had 
to buy it. 


INITIAL PORTABLE EQUIPMENT 


Mr. Tuomas. Initial portable equipment, $5 million. Where are 
you going to put in initial portable equipment—in the California and 
Cleveland hospitals? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. It must not be initial equipment, then; it must be 
replacement ? 

Mr. Scnoren. No. This is the total for the new hospitals: Cleve- 
land, San Francisco, and Topeka. 

Mr. Tuomas. I just asked the question if it was going there, and 
you said “no.” 

Mr. Scuorn. Yes, sir. This $5 million covers that part of the 
initial portable equipment. 

Mr. Tromas. What is it going to cost to put equipment in each 
one of these three hospitals? 


Have any funds been appropriated for that purpose heretofore? 
Mr. Scuoen. No, sir. 
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Mr. Tuomas. Is it going to cost $5,138,000 for portable equipment 
for these three hospitals ? 

Mr. ScHoen. Here is a breakdown of that $5 million. 

Mr. Tuomas. Read it out loud. 

Mr. Scuoren. Cleveland, 1,000-bed NP hospital, Cleveland, Ohio, 
$1,147,800. San Francisco, Calif., 1,000-bed NP hospital, $1,155,000. 
Topeka, Kans., a 1,000-bed NP hospital, $1,1450,000. 

Mr. Puitures. Does that mop that one up? 

Mr. Scnoen. Yes, sir; for the initial portable equipment. For 
the 1955 rehabilitation and modernization program, the total request 
for 1957 is $597,000. For the 1956 rehabilitation and modernization 
program it is $1,092,800. 

Mr. Tuomas. About $4,500,000, then, for initial portable equip- 
ment in the three new hospitals for 1957 ? 

Mr. Scnoen. The total is $3,448,000 for the three new hospitals. 

Mr. THomas. What is the other? 

Mr. Scuoen. And the other is for the rehabilitation and moderniza- 
tion program. 

Mr. Tuomas. Did you say that was $600,000 ? 

Mr. Scnoen. No; the total was $1,689,000. 

Mr. Tuomas. That makes it, then. What is the nature of that 
initial portable equipment ? 

Mr. Scuoen. Well, in the new hospitals it is the basic equipment of 
the hospital, the X-ray, the beds, mattresses, everything to set the 
hospital up and make it ready to operate. 

Mr. Tuomas. You mean to say you don’t have any beds and mat- 
tresses now? With those good shops you have, you ought to have 
enough beds on hand to equip these hospitals. 

Mr. Scuoen. No, sir. 

Mr. Tuomas. You couldn’t put a second-hand bed in a new hospital ? 

Mr. Scuoren. We do, yes; they put beds in. But normally they 
equip a new hospital with new things. 

Mr. Tuomas. Don’t you have a lot of beds in your warehouses? 

Mr. Scnoen. Let me illustrate that point. You saw the beds in 
Wilmington last year lying there, waiting to be issued to Pomona. 

Mr. Tuomas. What about using them in some of these hospitals / 

Mr. Scuoen. When they are issued to those hospitals, it will be 
paid out of these funds. 

Mr. Tuomas. You are talking about those beds that were never 
uncrated and sitting there. I am talking about these beds that have 
been rehabilitated, and a person can’t tell them from new ones. Have 
you your inventory where you can put your hand on it? How many 
of these used beds do you have in your three warehouses ? 

Mr. Scuoren. I don’t have that. We can get that. 

Mr. O’Netu. Those beds will be applied against this requirement. 
The supply fund was set up, as I recall, sir, to require the application 
of costs from the appropriation in the year that the item was used. 
The supply fund holds ownership of those beds in the depot. When 
they are withdrawn, even though they are used beds, they will be sold 
from the supply fund at par value to the Department of Medicine and 
Surgery appropriation for installation in that hospital. 

Mr. Tuomas. Thank you. 

When we get out to your warehouses this fall, we don’t want to find 
those beds in that warehouse; if we do, we are going to hold you re- 
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sponsible. You are the one that got up and told us what you were 
going to do with them, so we will make you the bedman. 
( Discussion off the record. ) 


REHABILITATION AND MODERNIZATION OF EXISTING HOSPITALS 


Mr. Tuomas. These are interesting figures, and they ought to be 
read into the record, because it is good stuff, in my judgment. If you 
don’t mind, let me read them into the record. They show the status 
of this program. 

This program, undertaken in 1953, provides for major rehabilitation and 
modernization of structures and other construction required to bring selected 
portions of certain old hospitals, insofar as possible, up to the standards of the 
new hospitals. This program consists of 98 projects, including those approved 
in the period from 1953 through 1956, and those included in the 1957 request. As 
of June 30, 1955, 11 of these projects were physically completed and 26 projects 
were under construction. 

How much did they cost, the 11 projects? How much did you spend 
on them ¢ 

Put the list in the record at this point of those 11 projects with the 
cost for each; the total is $2,100,000. List the 26 projects that were 
under construction, name those and the amount of money you intend to 
spend on each in the next table. 


The other 61 projects were scheduled to be put under construction as follows: 
32 projects in 1956, 25 projects in 1957, and 4 projects after 1957. 


(The information requested is as follows :) 


VETERANS’ ADMINISTRATION 
Major rehabilitation and modernization programs—Status and schedule 
[Thousands of dollars] 


Total estimated construction cost—11 projects completed as of 
June 30, 1955 


. American Lake, Wash.: Replace elevators, building 2 

. Bay Pines, Fla.: Refrigerator improvements, building 36 

. Fort Harrison, Mont.: Fire protection, buildings 20, 39, and 141____ 

. Murfreesboro, Tenn.: Wet salt storage tank 

. Roanoke, Va.: Clinical alterations, building 2 

. North Little Rock, Ark.: Relief sewer connection 

. Coral Gables, Fla.: Revisions to kitchen and dining room, building 1_ 

.. Dayton, Ohio: Sprinkler systems, patients’ building 77 
. Marion, Ind.: Alterations to kitchen and dining hall buildings_____ 787 
. Marion, Ind.: Addition to laundry 864 
. Whipple, Ariz.: Replace power plant and new incinerator plant___- 447 


Total estimated cost—26 projects under construction as of June 
380, 1955 23, 581 


1. American Lake, Wash.: Underground electrical distributing system_ 174 
2. American Lake, Wash.: Additional heat plant and changes, steam 
distribution system 298 
. Augusta, Ga.: New TB-NP building 2, 341 
. Castle Point, N. Y.: Enlarge and modernize water-treatment plant__ 115 
. Coatesville, Pa.: Improvements to power plant 234 
. Coatesville, Pa.: Convert existing building to TB-NP 713 
. Columbia, 8. C.: Alterations to operating suite nee 
. Columbia, S. C.: Construct 300,000-gallon water tank 82 
. Danville, Tl.: Alterations and improvements, buildings 12, 13, 14___ 257 
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. Alexandria, La.: Remodel boiler plan 


. Castle Point, N. Y.: Modernization program : 
. Chillicothe, Ohio: Detention screens___-____---- reek be ee lease dae 
9. Cincinnati, Ohio: Consolidation of regional office 
10. 
iz. 
12. 
13. 
14. 
15. 
16. 
ae 
18. 
19. 
20. 
. Muskogee, Okla.: Alterations and additions to building 1_-_______ 


. Perry Point, Md.: Modernization program, phase I 
28. 
. Tucson, Ariz.: Clinie addition 
30. 
Si: 
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Major rehabilitation and modernization programs—Status and schedule— 


Continued 
[Thousands of dollars] 


Gulfport, Miss.: Additions to laundry, replace boiler and alterations 
to kitchen and dining hall 
Houston, Tex.: Miscellaneous alterations and improvements to exist- 
I a a Et 
Jefferson Barracks, Mo.: Conversion program, phase II 
Kecoughtan, Va.: New dining hall and kitchen building 
Sue ty, wie. > 200 G. BL, TOBICOMONL. 8 kh Sc ele dweieds 
Lebanon, Pa.: Addition program, phase IT__---_-__-_--__________- 
Los Angeles, Calif.: New surgical and clinical building 
Marion, Ind:. Sprinkler system, patients’ building__.._._..._________ 
Marion, Ind.: Administration and treatment building and improve 
water system____- Sasa es ei Poetic aa Ts tga reat cece a 
Minneapolis, Minn.: Alterations and improvement administration 
building and outside electric district system __.~_-.___-~_________ 
Northampton, Mass. : Kitchen and dining hall expansion__________--_ 
Palo Alto, Calif.: Revise electric district system, including interior 
ae lie ck te a in os aa ee ened 
Rens CGE, SeneOnA, < CERO RITIS 400 RRINO OR gg oo rine 
Togus, Maine: Therapeutic exercise clinic___________-__-----___- 
Waco, Tex.: Alterations to kitchen and dining hall building 


. White River Junction, Vt.: Replace boilers..__..._..........-______ 
26. 


WOOK, Vr ae... SIO Pty, WIIG oo cet ee ce esdumionn 


Total estimated cost—382 projects scheduled to be put under 
construction in 1956 


American Lake, Wash.: Additions to laundry_____- : 
may Panes, fin.: Teunery acditions....... 
Bay Pines, Fla.: Alterations to main kitchen___._._._._._.__________-_ 


. Buffalo, N. Y.: Consolidation of regional office_______--_____--____ 
. Castle Point, N. Y.: Alterations and additions to dining hall and 


kitchen, building 16 


Coatesville, Pa.: Modernization program, phase IV___-______-___ 
Coatesville, Pa.: Alterations to buildings 1, 2, 4, and 7________-- 
ea yton:.. (ohn: Teer hie sc eh. sec el oe ta 
Dearborn, Mich.: Alterations to NP ward____--------~--- wikia tees 
Fort Mapeard.. NN Mex.: Boller gante.. 2c. tah eteeleds 
Fort Meade, S. Dak.: General medical building_____.__--_______- 
Gulfport, Miss.: Modernization program, phase II_____--______~- 
Huntington, W. Va.: Consolidation of regional office____.._______ 
Mecougntan, Va.: Laundry beliding.....<<.226. 252. cess 
Los Angeles, Calif.: New canteen and post-office building___~~~ opi 
OTN SI, ic ARON NIN ses tccasteagacces eed ab igi ch had Eh cnet LP ercoite abd abinveh kd 
Northampton, Mass.: NP laundry addition___.____--.___.__________ 
North Little Rock, Ark.: Replace laundry building____._..._______ 
North Little Rock, Ark.: Consolidation of regional office__._.___- 
Northport, N. Y.: Alterations to TB dental unit and dining hall 

mah a Gere oa a ee Eee ae, 
Northport, N. Y.: Therapeutic exercise clinic building 


Roseburg, Oreg.: Kitchen and dining hall addition__..._._._-_____ 


We ie. Arie. 5 Arnon CP er 2 ie ke 
White River Junction, Vt.: New administration building and altera- 

I a i ei Seek aaa ee ee i ee 
. Wilkes-Barre, Pa.: Consolidation of regional office__...._-_.._._______ 


$1, 135 


287 
1, 029 
954 
4, 190 
1, 247 
2, 735 


374 
2, 430 


818 
817 


280 
648 
463 
653 
220 
916 


23, 844 
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Major rehabilitation and modernization programs—Status and schedule— 
Continued 
(Thousands of dollars] 
Total estimated cost—25 projects scheduled to be put under con- 
ee eT sence idh ace b-te wiih seh Manchest _.. $29, 961 






























1. Bath, N. Y.: Alterations to buildings 26 and 76_____---__-_-_--_- .. 691 
2. Bath, N. Y.: Recreation and theater building_-.._._.__-_________ 2 1, 230 
3. Battle Creek, Mich.: Dining hall and kitchen building____._.__-____ 2, 008 
4. Bronx, N. Y.: Modernization program, phase IV___-_-----------~-- 620 
5. Bedford, Mass.: Modernization program, phase II___-_~- ee 3, 185 
6. Cheyenne, Wyo.: Additions and alterations to building 1_-__._____--- 770 
7. Columbia, 8S. C.: Modernization program, phase II_--_-_--_----~- 510 
8. Danville, Ill.: New theater building________-__~- ee a SE es S 532 
9. Dayton, Ohio. : Modernization program, phase I__------------------ 2, 405 
10. Dayton, Ohio: New recreation and theater building___--~ ~~~ i 1, 418 
11. Fort Howard, Md.: Modernization program, phase I___~--~-- 430 
12. Hines, Ill.: Replace 2 elevators and new electrical distribution 

I iii hE itera Di ids eit dois hd ih eens Relat the ee 500 
13. Kecoughtan, Va.: Modernization program, phase I___----_-_--_---__- 922 
14. Kecoughtan, Va.: Modernization program, phase IT___~_- ._ 8,391 
15. Kerrville, Tex.: Replace 3 boilers and modernize outside utilities___ _ 290 
16. Mountain Home, Tenn.: Modernization program, phase I__-_---_--- 938 
17. Murfreesboro, Tenn.: Modernization program, phase I___-- a deen, 2, 261 
18. North Little Rock, Ark:: New PMR building..........1............. 714 
19. Oteen, N. C.: Modernize patients’ feeding facilities, 7 buildings__-__ 694 
20. Portland, Oreg.: Modernization program, phase I___--------_-_-~- 1, 889 
21. Tomah, Wis. : New dining hall and kitchen and connecting corridors_ 1, 230 
22. Tuscaloosa, Ala.: Expand and modernize present laundry facilities_ 313 
23. Tuskegee, Ala.: Modernization program, phase IT___---_-----_----_~-- 2, 099 
24. Waco, Tex.: Expand and modernize present laundry facilities______ 613 







25. Wood, Wis. : Modernize electrical distribution system ; convert to AC; 
I eta ees sh nl otek ors et eee 







Total estimated cost—4 projects scheduled to be put under con- 
ee CE SI Ciba eiine dhe bitbnitnl cetinnintalvin niet 





















1. Bedford, Mass.: Modernization program, phase IIT_-----_-__--__-~~ 2, 141 
2. Chillicothe, Ohio: New therapeutic exercise clinic building______-_ A 646 
8. Dayton, Ohio: Modernization program, phase IIT_______--_~- Mcbnta cite 2, 789 
4. Lake City, Fla.: Modernization program, phase I__---------_---~__ 662 






Mr. Tuomas. In other words, you wind it up this year; is that 
correct, gentlemen ? 

Mr. Epear. That is only up to 1957. 

Mr. Puituies. To or through ? 

Mr. Epeéar. Through. 

Mr. THomas. Twenty- five projects in 1957, and 4 projects after. 
So you wind it up, for all practical purposes, in 1957. I am reading 
your language. 

Mr. Epear. Those that have been given to us as scheduled; we have 
the four additional projects. We haven’t the projects, they are now 
being worked up for 1958. 

Mr. Tuomas. Well, your language says you will only have four 
after 1957. 

Mr. Hictry. That is to complete this list. 

Mr. Tuomas. That is what I am talking about. 

Mr. Hietey. But there will be another list by that time. 

Mr. Epear. The 1958 list. 

Mr. Tuomas. How many more? 

Mr. Hietry. It is endless, 

Mr. Tuomas (reading) : 


This program consists of 98 projects. 
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How many more are you going to have besides the 98? 

Mr. Hiciry. It will be a continuing proposition. We got ’way be- 
hind on this type of work, because we were having this very large 
building program of new hospitals. And this is an effort to catch 
up on this type of work that has been somewhat neglected during 
those periods. 

Mr. Tuomas. Mr. Administrator, you remember when we helped 
start this program. This program consists of 98 projects, you say. 
What you are saying now is that you will finish this 98 in fiscal 1957, 
lacking 4, but you will start on another program. And, if so, how 
many projects will be in that program ? 

Mr. Hieiry. I think they are working on that now. That is for 
1958. 

Mr. Tuomas. What is the number? Do you have any idea? Iam 
trying to find out how many properties you have that you are going 
to have to modernize. How m: iny more than 98, as you have set out 
here? Is it another 50, or 25, or 98; do you have any approximate 
idea ? 

Mr. Pututrs. Mr. Chairman, age creeps up on us year by year. 
By the time they get through this program, some of the ones that look 
good now will be old. 

Mr. Tuomas. I imagine that is true, because there is a tremendous 
traffic going in and out of those facilities every day. 

Mr. PxHttires. When you have no more veterans and no more Con- 
gressmen, then the program will end. 


TOTAL APPROPRIATIONS TO DATE FOR PROGRAM 


Mr. THomas. How much have we spent to date on this program? 
It has been in existence now in fiscal years 1953, 1954, 1955, 1956, and 
this year. 

For n here where you can see it—I am 
talking about the rehabilitation and modernization program—$167 
million. Isthat cumulative? 

Mr. Garver. That is a total estimated cost of all of those programs 
which you see listed under those subheadings, items a, b, c and through 
to 1 on page 23. That is the total estimated costs of those programs. 
And then you see over in column 5 up to—— 

Mr. THomas. What table are you reading from ? 

Mr. Garver. Page 23 of the chart book. 

There vou see the total down at. the bottom of item 3 is $167 million. 
And of that, through June 30, 1955, which you see in column 5, $106 
million has been obligated up to that date, $97 million of that has 
been spent up to date. 

Mr. TxHomas. All right. 

This program is about 3 years of age. How much money did we 
appropriate the first year it was authorized, and how much each of the 
succeeding years? This is the program of modernization of facilities 
in excess of $250,000 per unit. 

Mr. Garver. It started out in fiscal 1953 with an appropriation of 
$15 million. 

Mr. Toomas. What was the next year? 

Mr. Garver. Then the situation gets a little complicated after that. 
In 1954, that $15 million from 1953 was added to prior savings, which 
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was blanketed in to make this 1954 revised program, which you see 
at $24,300,000 there. 

Mr. Tuomas. What is your quick estimate of how much fresh cash 
you got for 1954? 

Mr. Garver. No money in 1954 for that purpose. 

Mr. Puturrs. You got some from savings in the past from another 
matter ? 

Mr. Garver. That isright. Wehad approximately $8 million. 

Mr. Tuomas. We will call it $8 million. 

What about 1955, now ? 

Mr. Garver. The 1955 is $11,900,000. 

Mr. Tuomas. What was it last year ? 

Mr. Garver. $24,800,000 approximately. 

Mr. Tuomas. $24,800,000, and this year? 

Mr. Garver. This year it is $20.5 million. 

Mr. Tuomas. Is this all the funds you need for this year? How 
many are you going to do this year, 32? 

Mr. Garver. There are 19 projects in the $20.5 million. Those are 
listed on page 27 of the chart book. 

Mr. Tuomas. Twenty-five projects for this year? 

Mr. Garver. Nineteen projects on page 27. The amount is $20.55 
million. 

Mr. THomas. You have 25 projects in 1957 written in your justifica- 
tion over here. How many do you have in your chart? What became 
of the other six? 

Mr. Garver. This is reporting on the status. That is the dates that 
they are scheduled for construction. The actual number of projects 
in the 1957 program is 19. 

Mr. Tuomas, Is this $20.5 million enough money to do a turnkey 
job on all these projects that you have scheduled here to be completed ? 

Mr. Epaar. In addition to this are the projects under $250,000, which 
is the MATR. 

Mr. Tuomas. We are talking about the $250,000 and over projects 
now. Does this $20 million do the job? You have projects here for 
$250,000 and over. We have carried some language in this bill for a 
long time, telling you not to start one unless you had the money to 
complete it. Is that language still in here? 

Mr. Garver. It is in the major alteration, improvement, and repair 
appropriation. 

Mr. Tuomas. Is this enough money to do the job? 

Mr. Epear. Well, sir, it is our feeling—and the doctor can check me 
on this—that if we get in the neighborhood of $25 to $30 million a 
year—I am saying 25 to 30 because there is another $4 million in here 
for smaller projects—with the replacement program we can slowly 
get ahead in the next 6 or 7 or 8 years. 

Mr. THomas. Do you have any pressing projects besides these you 
have listed here that you ought to do this year? 

Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Have you any urgent projects other than these 27 you 
list here? 

Dr. Mippteron. I think this is a realistic program, Mr. Chairman. 

Mr. Tuomas, Colonel Edgar, do you find that your construction 
costs are going up or down, or are they static? 
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Mr. Enear. They are going up. 
Mr. Tuomas. The quicker you get some of this behind you, the 
cheaper it is going to be in the long run. 


Mr. Epear. That is correct. 





MAJOR ALTERATIONS, IMPROVEMENTS, AND REPAIRS 


Program and financing 


Program by activities: 


1. Nonbed producing projects at hospitals and domiciliary 


facilities___- 


2. Alterations and improvements at regional offices and 


supply depots...-......-.-- 
Total obligations____--- 
Financing: 
Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation 


Object classification 


Total number of permanent positions. 
Full-time equivalent of all other positions 
Average number of employees 

Number of employees at end of year. - 


Obligations by objects 


Average salaries and grades: General schedule grades: 


Average salary _- 
Average grade 


01 Personal services: 
Permanent positions_- 
Positions other than permanent 
Regular pay above 52-week base - - 
Payment above basic rates___----- 
Total personal services___- 
OD NE Skee tek ce taaenda dies 
03 Transportation of things__ 
04 Communication services__-_-_--- 
05 Rents and utility services___-- 
07 Other contractual services - - patcwee 
08 Supplies and materials___..-...------.--- 
09 Equipment-_-_--- : ays 
10 Lands and structures_-_-.-.-...---.----- 
15 Taxes and assessments. --.-- 


Total obligations 


1955 actual 


$4, 639, 604 
69, 130 
4, 708, 734 


—5, 116,075 
3, 887, 341 


1956 estimate | 1957 estimate 





$5, 761, 333 
356, 720 


6, 118, 053 


—3, 887, 341 


1, 669, 288 


3, 480, 000 | 3, 900, 000 


| 


$5, 653, 900 
75, 000 


5, 728, 900 


—1, 669, 288 
387, 388 


4, 447,000 


1955 actual | 1956 estimate 


1957 estimate 

















4, 708, 734 | 








6, 118, 053 





100 | 100 100 

23 100 100 

99 200 200 
91 200 200 
$5, 736 $6, 120 $6, 203 

GS-8.8 GS-8.8 GS-8.8 

$453, 018 $620, 900 $620, 900 

219, 148 659, 500 659, 500 

1, 743 kt Remeeedheee inci 
Scams al 500 500 
673, 909 | 1, 283, 288 1, 280, 900 

14, 066 20, 000 20, 000 

391 | 500 500 

482 | 500 500 

2, 058 2, 500 2, 500 

211, 876 250, 000 250, 000 

173, 782 200, 000 200, 000 

151, 532 225, 000 225, 000 

3, 477, 474 4, 131, 265 3, 744, 500 

3, 164 | 5, 000 5, 000 


5, 728, 900 
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Budget authorizations, eapenditures and balances 








1955 actual | 1956 estimat 


BUDGET AUTHORIZATIONS AVILABLE 


Appropriation _ - as rs , $3, ‘ $3, 900, 000 
Balance brought forward: 
Unobligated___..__- at : 5, 116, 075 3, 887, 341 
Obligated___ aa ; , 158, 81 2, 857, 323 


Total budget authorizations available __. 4 9, 754, , 644, 664 
EXPENDITURES AND BALANCES 


Expenditures: 
Out of current authorizations_ _- = 992 |! 
Out of prior authorizations ___- ” ee 3, 871, 135 


Total expenditures. ___ 3, , 220 5, 071, 135 
Balance carried forward: 
Unobligated __ . 3, 887, 34 669, 288 
Obligated ___ 2, 857, 32: 3, 904, 241 
Total expenditures and balances_. - sad 3 9, 754, 887 10, 644, 664 


Mr. Tuomas. What about this major alterations program, page 19-1? 
This is the program for projects costing $250,000 and less. You have a 
very small justification for $4,447,000. “Gentlemen, that is not chicken- 
feed. What did you figure a full page of paper is worth? You have 
a third of a sheet for $4,447,000. 

Mr. Hietry. Well, they have only a few sheets here for $2,900 
million. 

Mr. Tuomas. Tell us something about your major alterations pro- 
gram, how bad it is needed, where you operate it, how many projects 
you attended to, how much you have spent on it, what amount of 
money it will require, and how many years it will take. 

And next year, come in here with a justification—don’t come in here 
with just a third of a sheet of paper. 

Mr. Garver. The list is on page 29 of the chart book. 


ESTIMATED OBLIGATIONS AND EXPENDITURES 


Mr. Tuomas. How much money have you spent? How long has this 
program been in existence # 

Mr. Garver. On page 28 of the chart book, 1953, was the first year 
the funds were appropriated under this. The program amounts are 
listed there. 

Originally, in 1953, there was $8,700,000, approximately, appropri- 
ated, but part of that was slid over into the 1954 program, leaving a 
net in the 1953 program of $2.08 million. 

Mr. Tuomas. Insert that table, Mr. Reporter, in the record at this 
point. 

(The table referred to follows :) 
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Mr. Tromas. How much money has been appropriated to date for 
your major alterations, and for how many projects ¢ 

Mr. Garver. The total to date would be approximately $16,100,000 
and adding to this the $4,400,000 request this year would make the 
total to date, if you included that, of $20,577,000. 

Mr. Tuomas. How many projects have you worked on ? 

Mr. Garver. I don’t have that number with me. We can get that 
for you. 

Mr. Tuomas. Well, it is a cinch it is more than 80; isn’t it? 

Mr. Garver. Yes. The programs were running approximately 40 
a year, something like that. 

Mr. Tuomas. I beg your pardon? 

Mr. Garver. This year they are 39, so they are running approxi- 
mately 40 a year. 

Mr. Tuomas. How many remaining projects do you have after you 
finish—you get 35 or 40 this year—what is your guess ? 

Mr. Epear. It will be a continuous situation, sir. 

Mr. Tuomas. How many pieces of property does the Veterans’ 
Administration have, including all types of property ? 

Mr. Epear. This program would cover 173 hospitals—— 

Mr. Tuomas. No. I am talking about the two programs. It is 
going to cover every piece of property you have; isn’t it? 

Hiow many different pieces of property do you have all together, 
hospitals, offices ? 

Mr. Encar. Hospitals and 3 depots, 176. 

Mr. Tuomas. How many domiciliaries do you have? 

Mr. Enaar. Seventeen. 

Mr. Tuomas. Of course, some of these properties consist of 25 or 
30 buildings. 

Gentlemen, let’s call it quits for the day, and we will finish up 
tomorrow with the revolving fund and in the supply fund. 


THourspDAy, J ANUARY 26, 1956. 


Surety Funp 


Mr. Tuomas. Will the committee please come to order? Yesterday, 
when we adjourned, we had finished the “Major alterations, repairs 
and improvements,” appropriation request. 

Mr. Reporter, at this point, will you insert pages 20-1, 20-2, and 
20-3. 


(The pages referred to are as follows:) 


SUPPLY FUND PROCUREMENT PROGRAM 


Essentially all supplies and equipment utilized in the operation of the Veterans’ 
Administration hospitals, regional offices, and insurance centers are procured 
through the supply fund. Personal services and other costs incidental to the 
operation and administration of supply activities are charged directly to appli- 
cable operation appropriations and are not an operating expense of the fund. 

Inventories are purchased by the fund, and warehoused and distributed on the 
basis of wholesale and retail levels. As of June 30, 1955, the total inventory 
investment of the fund was $33,097,324. Of this amount $19,891,911 was ware- 
housed in 3 supply depots located at Somerville, N. J., Hines, Ill, and Wilming- 
ton, Calif.; $11,943,765 was located in 229 supply warehouses of Veterans’ Ad 
ministration field activities. Through financial management and careful plan- 











460 


hing of inventory requirements, made possible by the supply fund, the field 
station inventory investment was reduced 17 percent, from $14,422,048 to $11,943,- 
765 in the fiscal year 1955. The total investment of fund inventories (supply 
depots and field stations) was reduced $1,491,446. This reduction was accom- 
plished despite an increase in the hospital average daily patient load and the 
availability of 1,576 additional hospital beds in fiscal year 1955. It is estimated 
that a further substantial reduction in inventories of approximately $4 million 
will be made in fiscal year 1956 and 1957. It is planned to reduce the capital of 
the supply fund by $1 million in fiscal year 1955 and $3 million in fiscal year 1957. 
This amount will be returned to the Treasury as being excess to the needs of the 
supply fund. 

The use of the fund to purchase inventories pending actual use by hospitals, 
domiciliaries, clinics, regional offices, and other stations, and pending determina- 
tion as to which appropriation is to be charged with the supplies consumed, has 
had the effect of developing cost-consciousness on the part of using appropria- 
tions. Supply fund sales of supplies and equipment in fiscal year 1955 totaled 
$127,189,372 as compared to $131,003,210 in fiscal year 1954, or a decrease in 
total consumption of $3,813,888. On the basis of estimates contained in opera- 
ting appropriations for each of fiscal years 1956 and 1957 for the purchase of sup- 
plies, equipment and services, a slight increase in sales is projected for these 
2 fiscal years. 

Major operating expenses of this program in fiscal year 1955 were $3,510,181. 
This includes expenditures for testing and inspection, inbuund transportation 
and transportation between supply installations, inventory adjustments, and 
writeoffs due to survey, reappraisal of stock values, losses, obsolescence, ete. In- 
come to the fund, other than that derived through sales totaled $1,639,590, result- 
ing from purchase discounts and donations of property to the fund. 


SERVICE AND RECLAMATION SHOPS 


A service and reclamation shop is located at each of the Veterans’ Administra- 
tion supply depots at Somerville, N. J., Hines, Ill, and Wilmington, Calif. These 
shops are used for servicing, reclaiming, modernizing, and reconditioning sup- 
plies and equipment on hand and returned to supply depots by field installations ; 
servicing and repairing equipment at field stations; the repair at depot of field 
station equipment; the inspection and acceptance of new equipment at field 
stations and supply depots; and the crating of supply depot stocks. 

The cost of this operation is defrayed by the supply fund and reimbursement is 
obtained from applicable appropriations for the cost of services rendered. Prior 
to the inception of the supply fund operating in July of 1953, this operation was 
directly chargeable to the supply depot operating appropriation. As a supply 
fund operation it has the effect of directly charging using appropriations with 
services rendered at the time they are rendered, thus providing a more realistic 
cost of operation to the appropriation. The gross operating expense of this 
operation in fiscal year 1955 was $501,124, slightly less than the fiscal year 1954 
figure of $511,131. No appreciable change is expected in fiscal year 1956 and 
fiscal year 1957. Salary expense for this activity in fiscal year 1955 was $827,105; 
average employment was 67.2. Salary costs in each of fiscal years 1956 and 
1957 are estimated to be approximately $336,000 each year; estimated averag 
employment for each year is estimated at 67. 

With the beginning of fiscal year 1956, the cost of operating equipment, such 
as lathes, painting equipment, etc., is to be borne by the supply fund. Capitali- 
zation of this equipment will amount to $52,000. Appropriate accounting pro- 
cedures and depreciation schedules have been established and the charge for the 
use of this equipment will be included in billings to appropriations benefiting 
from the service performed by this activity. 

An amount of $6,000 is included in our estimate for each of fiscal years 1956 
and 1957 for the replacement of unserviceable shop equipment and the purchase 
of new equipment to facilitate the rendition of adequate service by this activity. 


BOOK AND PERIODICAL ACTIVITY 


This activity is located at the Somerville, N. J., supply depot. It was trans- 
ferred to and financed by the supply fund effective July 4, 1954. Previously, 
personnel and other operating expenses were contained in appropriations for the 
Department of Medicine and Surgery. This activity handles the processing of 
awards and contracts, the preparation of purchase orders and the followup of 
deliveries of books and periodicals for all Veterans’ Administration installations. 


‘ 
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As a centralized procurement organization under the supply fund, it provides 
a service which would otherwise be unobtainable by field installations. Annual 
purchase savings of approximately $90,000 annually are in excess of the cost 
of this operation. Sizable discounts obtained through centralized procurement 
would not be realized if each field station of the Veterans’ Administration 
effected procurement at its own level. Also, catalog cards would have to be 
prepared locally. The cost of this operation was previously borne by Veterans’ 
Administration central office operating appropriations. Under supply fund 
financing, these costs are now properly charged to consuming appropriations as 
part of the reimbursement made to the supply fund for the books and periodicals 
procured. 

The operating expense for this activity in fiscal year 1955 was $56,947. This 
includes $47,473 for salary costs with an average employment of 12.3 in fiscal 
year 1955. Full staffing of this activity was not completed until September of 
1954. It is estimated that average employment in this activity will be 20 in each 
of fiscal years 1956 and 1957, and gross operating costs will be approximately 
$80,000. 


MOTION-PICTURE INSPECTION AND SHIPPING ACTIVITY 


The organization is located at the Veterans’ Administration regional office in 
New York City and performs a service directly associated with the showing of 
motion-picture films to veteran patients in hospitals, domiciliaries and homes. 
This unit checks film from producers against orders for compliance; maintains 
film catalog, performs visual and physical inspection of each film; edits film 
and corrects double-sound tracks, and incorrect continuity ; packages, labels, and 
ships films to installations on film circuit; checks films returned from circuit and 
prepares film for return to producing company. This activity has been financed 
by the supply fund since September 7, 1953, and is reimbursed for services per- 
formed by medical appropriations involved in the rental of films for showing 
in Veterans’ Administration installations. The operating expense of this activity 
in fiscal year 1955 was $15,005 ; this includes $10,215 for salary costs with an aver- 
age employment of 2.8 persons. The operating expense of this activity in each 
of fiscal years 1956 and 1957 is estimated to be $21,180. Average employment 
will be 3 persons in each year. An amount of $470 is included in each year’s 
estimate for the procurement of a motion-picture screen and projector. 

Mr. Tuomas. Tell us about this procurement fund here. I read 
here: 

Essentially all supplies and equipment utilized in the operation of the Veterans’ 
Administration hospitals, regional offices, and insurance centers are procured 
through the supply fund. Personal services and other costs incidental to the 
operation and administration of supply activities are charged directly to appli- 
sable operation appropriations and are not an operating expense of the fund. 

This fund was set up during fiscal 1954. Tell us about this fund 
briefly, please, sir. 


ORIGINATION OF THE SUPPLY FUND 


Mr. O’New. The fund was set up and became effective at the begin- 
ning of fiscal year 1954—July 1, 1953. At that time, no funds were 
appropriated for the establishment of the supply fund. You gave us 
in effect the assets, inventory, and stock on order which we had in- 
vested upon capitalization of the fund. 

Mr. Tuomas. About $45 million in round figures 4 

Mr. O’Nem. Around $56 million at that time. We have reduced 
that to the investment as of today which is $45 million. 

Mr. Tuomas. ‘I note 2 or 3 little statements that I am not clear on: 

Supply fund sales of supplies and equipment in fiscal year 1955 totaled $127,- 
189,372 as compared to $131,003,210 in fiscal year 1954, or a decrease in total 
consumption of $3,813,838. 
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Then the statement preceding that— 


Inventories are purchased by the fund, and warehoused and distributed on 
the basis of wholesale and retail levels. As of June 30, 1955, the total inventory 
investment of the fund was $33,097,324. Of this amount, $19,891,911 was ware- 
housed in 3 supply depots located at Somerville, N. J., Hines, Ill, and Wilming- 
ton, Calif.; $11,943,765 was located in 229 supply warehouses of Veterans’ Ad- 
ministration field activities. 

That figure is in the record as of yesterday but it will not hurt to 
repeat it. The inventory of June 30, 1955, was $33,097,000. How in 
the world did you take out of the fund during the fiscal year. 1955 
and part of 1956 $127,189,372 ? 

Mr. O’Net. The total sales here represent the sales of all goods 
to the using appropriation. In order to provide that sales we required 
an inventory substantially less than that. As I pointed out the other 
day, we turn our inventory at station level four times a year. 

Mr. Tuomas. That must be the answer because you have about three 
times as much sales as inventory. It cannot be anything other than 
that. But it would make your figures far more understandable to 
point that out in the narrative because you leave unaccountable some 
$85 or $90 million. 

Major operating expenses of this program in fiscal year 1955 were $3,510,181. 
This includes expenditures for testing and inspection, inbound transportation and 
transportation between supply installations, invetory adjustmets and writeoffs 
due to survey, reappraisal of stock values, losses, obsolescence— 
und so forth. Income to the fund, other than that derived through 
sales, totaled $1,639,590, resulting from purchase discounts and dona- 
tions of property to the fund. 


INVENTORY ADJUSTMENTS AND WRITEOFFS TO THE FUND 


Mr. O’Ner. Your first question was writeoffs. During the fiscal 
vear 1955 net inventory adjustments and writeoffs amounted to $329,- 
000. That represents adjustments, principally accounting errors re- 
lating to inventory. That is the adjustment between physical inven- 
tory and book inventory at inventory time. 

Mr. Tuomas. Not necessarily an error in accounting, is it, but it is 
the stock and taking the loss on it. 

Mr. O’Neti. That is actual loss sustained through the operation 
which must be considered as a cost of operation ; yes. 

Mr. Tuomas. Errors in buying and so forth. What do you do with 
that hard stock that costs you a $300,000 loss?) What do you do with 
it? What did you get for it? How did you dispose of it ? 

Mr. O’Netm. This is not that. Inventory adjustments and writeoffs 
are errors in physical count. When you take a physical inventory 
there is always a possibility of error in count because the human equa- 
tion comes in. In order to adjust the books to the physical inventory 
during the fiscal year 19 

Mr. Tuomas. How much did you write off for obsolescence and hard 
stock ? 

Mr. O’Net. Total disposals at fair value were $540,000. 

Mr. Tuomas. You mean that is the gross sales of your hard stock? 

Mr. O’Netn. That is gross sales. 

Mr. Tuomas. What did that stock cost you now? 

Mr. O’Neu.. That is the value of it. That is the value of the stock. 
The return on that was 25 percent, one-fourth of that. 
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Mr. Tomas. What was that figure again / 

Mr. O’New. $540,000. 

Mr. Tuomas. About $125,000 for $500,000 worth of merchandise. 
How do you arrive at an income figure of $1,639,590? What markup 
did you put on the stuff in the first plac ef 

Mr. O’New. We put no markup. We add—we have at present—— 

Mr. Tuomas. That is what I was thinking, how you show a profit 
if you put no mar kup on it. 

Mr. O’New. This operation is a controlled profit-and-loss program 
with the objective of making neither profit nor loss over a period of a 
year ’s opel ration. 

Mr. Tuomas. That is my understanding. How do you explain this 
statement here that you showed up with $1 639,590 income 4 

Mr. O’New. We have, as we pointed out—— 

Mr. Tuomas. Discounts. 

Mr. O’New. As we pointed out, there is income to the fund other 
than the actual sale of goods such as cash discounts, donations, and 
so forth. 

Mr. Tuomas. In this other figure, are you charging transportation 
costs, handling charges, shipping charges, and so forth between supply 
installations? I do not quite understand throwing that figure out 
there as income when in truth and in fact it is not profit. You set it 
up as something net. 

Mr. O’Nei. Let us say that the income, the net income—— 

Mr. Tuomas. In this statement you are inconsistent with another 
statement. Major operating expenses of this program in fiscal year 
1955 were $3,510,151—is this your major operating expense of 
$3,500,000% That is a lot, is it not’ I want you to explain another 
statement. This $3.5 million is a loss and that is not all your loss 
because you state that essentially all supplies and equipment utilized 
in the operation of the VA hospitals—— 

Mr. O’Neiw. Mr. Thomas, the cost of operation is not reflected in 
the sales price of the goods. There is an appropriation for depot 
operation and other appropriations that have been covered here. The 
items which go into this income and expense which are reflected in an 
operating gain for this period, are a surcharge to cover testing costs, 
expe nditures for testing, transportation into ibs: 

Mr. Thomas. That figure totals $3,510,181; is that correct ? 

Mr. O’Nem. No, sir; that $3,951,221 is income to the fund. The 
figure which we are referring to there, the $3,510, 000, is major operat- 
ing costs. 

Mr. Tuomas. Where is your figure of $3.9 million in this justi- 
se 

Mr. O’Neww. It is not inthere. The net figure is in there only. The 
net oats of the difference between income and expense. 

Mr. Tromas. What goes to make up the difference between 
$5,510,000 and that $3,900,000 ? 

Mr. O’Neiw. They have no bearing, no relation whatever to each 
other. They are different things. The $3.9 million covers the de- 
crease 1n appropriated funds expended for supplies and equipment. 
This net gain relates to the difference bet ween—— 

Mr. THowas. You are antic ipating me because I was going to read 
the sentence which says that personal services and other costs inci- 
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dental to the operation and administration of supply activities are 
charged directly to applicable operation appropriations and are not an 
operating expense of the Fund. So you have one cost up here and you 
set out another figure down here—$3.5 million. What are they all 
going to add up to? 





SERVICE AND RECLAMATION SERVICE 


Mr. O’Nem. We are heading at different things. I can give you 
the personnel costs. I told you yesterday there were 60 or 70 people in 
the service and reclamation program, paid by the Fund. 

Mr. THomas. From an appropriation ? 

Mr. O’Net. No, sir. They are paid ultimately in the charge made 
by the supply fund to the st: ition for the repair or reconditioning of a 
piece of equipment in use. 

Mr. Tuomas. They are paid by appropriated funds, then, are they 
not? 

Mr. O’Nem. Ultimately. 

Mr. Tuomas. Why throw in that word, ultimately? I asked you if 
they were not paid by appropriated funds. If they are paid every 
30 days I guess that is ultimately. But goahead. How much is it? 

Mr. O’Ne. Total personal services for 1957 estimated at $421,770 


MAJOR OPERATING EXPENSES 


Mr. Trromas. In addition to that, you have major operating expense 
of this program that you set out of $3,510,181. 

Mr. O’Nett. That is correct. 

Mr. Tuomas. That is made up of testing and inspection, inbound 
transportation and so forth? 

Mr. O’Neiw. That is correct. 

Mr. Tuomas. It all totals up—— 

Mr. O’Netu. I can give you the breakdown on that figure if you 
would like to have it. 

Mr. Tuomas. It is already in the record, I believe. Yet; let us have 
the dollar breakdown. Here is the classification. 

Mr. O’Nett. For 1955—— 

Mr. 'THomas. Now, for this year—— 

Mr. O’Net. The $3,510,000 is for 1955. That breakdown is for 
inventory adjustments, price adjustments, and writeoffs due to survey 
plus stock reappraisals amounting to $359,000. 

Transportation paid, $2,787,000, and inspection and _ testing, 
$364,000. 

Mr. Tuomas. In the final analysis, this fund was set up from the 
accounting point of view to take care of supply needs of your various 
appropriation heads since they were broken down into separate 
heads. You have a common supply fund and in the final analysis 
this is all appropriated funds on an annual basis because it comes in 
here for supplies and materials. Look at it any way you want to, 
it adds up to just that and nothing short of it, plus half a million 
dollars for personal services for 67 employees. 
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SERVICE AND RECLAMATION PROGRAM 


Mr. O’Net. Sixty-seven in the service and reclamation program. 

Mr. Tuomas. Which Department is that chargeable to? Benefits 4 
Medicine and Surgery ¢ 

Mr. O’Neit. Almost entirely to the Department of Medicine and 
Surgery in the repair and reconditioning of technical medical equip- 
ment. 

Mr. Tuomas. And what is the sum charged to the Benefits Depart- 
ment ¢ 

Mr. O’Net. Practically none. I think we can say that there is 
none in that for veterans benefits. 

Mr. Tuomas. There is bound to be some or else there would not 
have been any occasion for setting it up like this if it were to be 
charged to one department. 

Mr. O’Nem. The purpose for setting up the service and reclama- 
tion program to be financed through the fund was in order to have a 
single pot to finance the repair which would be ch: arged then to oe 

various stations which used that service. So the cost is reflected i 
the field station programs, the outpatient and inpatient care programs 
of the Department of Medicine and Surgery. 

Mr. Tuomas. Let us look at your Canteen Service revolving fund. 


CANTEEN SERVICE 


Mr. Reporter, at this point will you insert the top 3 paragraphs of 
page 21-1? 
(The page referred to is as follows :) 


CANTEEN SERVICE REVOLVING FUND 


The Veterans Canteen Service was created by the act of August 7, 1946 (60 
Stat. S88) within the Veterans’ Administration for the primary purpose of 
furnishing, at reasonable prices, merchandise and services essential to the com- 
fort and well-being of veterans in hospitals and domiciliaries, 

The Service is an operating unit within the Department of Medicine and 
Surgery. Its organization includes a central office headquarters with respon- 
sibility for the overall management of the Veterans Canteen Service, and five 
field offices strategically located over the country which have the immediate 
responsibility for all canteen activities in their respective areas. At the end 
of fiscal year 1955 the Veterans Canteen Service was operating 176 canteens. 

During fiscal year 1955, the Service paid all of its operating and administra- 
tive expenses from current revenues and returned $652,392 to the Treasurer of 
the United States. Funds in the amount of $604,949 in excess of the needs of 
the Service are being returned to the Treasurer during fiscal year 1956. The 
original’ appropriation for working capital was $4,965,000. After all repay- 
ments, including those mentioned above, the appropriated working capital will 
amount to $999,174. Following a proposed repayment of $432,211 in 1957, the 
capital will be $566,963 


Mr. Tuomas (r wlan : 


The Veterans Canteen Service was created by the act of August 7, 1946, 
within the Veterans’ Administration for the primary purpose of furnishing, at 
reasonable prices, merchandise and services essential to the comfort and well- 
being of veterans in hospitals and domiciliaries. 

At the end of fiscal year 1955, the Veterans Canteen Service was operating 
176 canteens. During fiscal year 1955, the Service paid all of its operating 
and administrative expenses from current revenues and returned $652,392 to the 
Treasury of the United States. Funds in the amount of $604,949 in excess of 
the needs of the Service are being returned to the Treasurer during fiscal year 
1956— 
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What is that figure, $432,211 in 1957? ‘The capital will be reduced, : 

by repayments of capital, at the end of fiscal 1957 to the figure of 
$566,963 from a total authorization of $4,965,000; is that correct? 
Mr. Baker. That is correct, sir. 


VOLUME OF BUSINESS 


Mr. Tuomas. How much business did you do last year, 1955, in 
your 176 canteens? 

Mr. Buckne.y. The volume last year was $28 million. 

Mr. Tuomas. For 1955, you mean ? 

Mr. Bucxnetv. I was referring to 1955; yes, sir. 1955 is actually 
$28,272,117. 

Mr. Tuomas. What are your prospects for 1956 and 1957? 

Mr. Buckne.u. 1956 estimate is $28,601,000. 

Mr. Tuomas. An increase of $325,000? Put that in table form 
where it is easily seen. What about 1957? 

Mr. Bucknexw. 1957 is estimated at $29,173,000. 

Mr. Tuomas. Showing an increase of $400,000 a year? 

Mr. Bucknewn. That is an increase of about $500,000. 

(The table referred to is as follows:) 


Canteen Service revolving fund, Veterans’ Administration, statement of sales 


Total sales: 


Wiecal year 1065, acinal_...................= a ee ie ieee eta $28, 272, 117 
I I i screw dies ieee emesis daencn i ert 329, 527 
nn RRS RIED, MRT RN i acc ecierren cease eatin canis 28, 601, 644 
en nC I Oo ce am meietee 572, 083 
Pech) Syeer as, “OUR os oe oes od chee eed e 29, 173, 677 


SALES MARKUP 


Mr. Tuomas. What markup do you put on this merchandise ? 

Mr. Buckne ty. Actually, the operation breakdown is into retail, 
food, and service departments and in the retail, our markup 3 is run- 
ning 19.1 percent. In the food department it runs about 52 percent 
and in services—and services encompasses barbershops, vending ma- 
chines, which are the two primary ones, laundry and dry-cleaning serv- 
ices, and so forth, the markup is running in the overall about 15 per- 
cent in those services. 

Mr. THomas. What activities do you have there besides the sale of 
merchandise now? You have barbershops and laundries and dry clean- 
ing and pressing. What else? 

Mr. Buckne. The laundry and dry cleaning is merely where we 
take in the articles, contract with local business in towns to perform 
the service and bring it back out. 

Mr. Tuomas. What m: irkup do you put on that ? 

Mr. Buckne.u. That would average around 10 percent. 


BARBERSHOP OPERATIONS 


Mr. Tuomas. What about barber shops? 

Mr. Bucxnett. In the barbershop operation the barber is paid be- 
tween 70 to 80 percent of the actual receipts and then the balance is 
used to take care of cost of supplies, laundry, linens, equipment. 





467 


Mr. THomas. What does the barbershop operation show, a profit 
or a loss ¢ 

Mr. Buckne.u. We are showing a profit in the barbershop opera- 
tion. 

Mr. ToHomas. How much ? 

Mr. Bucxnetu. The barbershop operation for the fiscal year 1955 
showed sales of $933,000 with an operating profit of 12.5 percent. 

Mr. Tuomas. Do you have a barber rshop in each one of your 170 
canteens 4 

Mr. Bucknetu. No, sir; we have them approximately in three- 
fourths of the canteens. 

Mr. Tuomas. How do you employ your barbers; purely on a com- 
mission basis? 

Mr. Buckne.u. On a piece-rate basis. They are not paid salary. 

Mr. Tuomas. You furnish space and equipment ? 

Mr. Bucknetu. Space and equipment. 

Mr. Tuomas. Do you furnish his supplies and materials, razors, 
soap ¢ 

Mr. Buckne... Yes, sir. 

Mr. Tuomas. It showed a 12-percent gross, or is that net ? 

Mr. Buckxnetu. That is a net operating after cost of the supplies, 
charge for depreciation, and so forth. 


CLEANING, PRESSING, AND LAUNDRY OPERATIONS 


Mr. Tuomas. What about cleaning and pressing and laundry ? 

Mr. Bucxne... Total sales for cleaning, pressing, laundry, fiscal 
year 1955, $188,000. Net operating profit of 10.82 percent. 

Mr. Tuomas. Between cleaning and pressing, you break down the 
two items there ? 

Mr. Buckne.u. No, sir; I have only one figure here. 


STATEMENT OF INCOME AND EXPENSE 


Mr. Tuomas. Will you put all that in table form for 1955 and 1956 
showing the cleaning and pressing operations, barber shop operations, 
and gross sales and net profit 7 

(The table referred to is as follows :) 
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Canteen Service revolving fund, Veterans’ Administration—Statement of income and 


expense 


| Fiscal year 1955, | Fiscal year 1956, 








Fiscal year 1957, 






































| actual estimate estimate 
— | cay © a OL! @ol Oo oo 
| Percent Percent Percent 
| Amount | of sales | Amount of sales | Amount | of saline 
—$$—— — |__| —|{ $$ $__—| —____ —|———— 
Retail Department: | | 
RN ae tt $19, 584,976 |.....-_- $19, 823, 432 |......_- Ak eee 
Cost of goods sold_............-- 15, 809, 394 80.7 16, 037, 917 80.9 16, 357, 900 | 80.9 
IOI NN 5 a ss ek 3,775,582 | 19.3 | 3,785,515 | 19.1} 3, 862, 001 19.1 
a 2, 629, 925 rs 13.4 2,748,814 | 13.9 | 2, 827, 440 14.0 
Operating profit.............- 1, 145, 657, pt 5. 1 036, 701 | 5.2 | 1, 034, 561 5.1 
Food Department: Dt OP ML) Ee Ao ee AE Oe vas 
i ee ed ee ee eS | 6, 316, 866 | Per OErG+ 6, 404, 324 |_....._. 6, 532, 410 |----.--. 
Cost of goods sold.......-.-.-.-- 3, 007, 572 | 6 3,138,119 | 49.0 3, 200, 881 | 49.0 
AI NIG os can noone nuances | 3, 309, 294 52. 4 | 3, 266, 205 51.0 | 3, 331, 529 51.0 
TN 2 oe 2,881,974 | 45.6 | 3, 037,583 | 47.4 | 3, 137, 113 48.0 
Operating profit.............- 427, 320 6.8 "228, 622 | 3.6 | 194, 416 3.0 
Service Department: ! a orate m an: ke ee ee 
Sales | 2, 370, 275 a 2, 373, 8&8 2, 421, 366 | ex 
Cost of 200! issold___.___ 1,128,062 | 47.6 1, 129, 733 7.6 | 1,15 52, 328 | 47.6 
Gross profit._.....-..- | | “3,242 218 52. 4 | 244, 155 2.4| 1,260,038) 52.4 
Expenses 912, 872, 38. 5 "916, 458 38. 6 | 936, 733 | 38.7 
ame es ve! ebb datecmhthel, . S eh ed 
Operating profit. ..........-_-] 329, 341 i 3.4 9 327, 697 13.8 332, 305 3.7 
Total sales__.....-- "98,272,117 |.......|_ 28,601,644 |.......| 29,173,677 |........ 
Total operating profit 1,902,318 | 6.7 1, 593,020| 5.6 1,561,282! 53 
Deduct administrative and ac- | | | 
counting expenses ¢ 1,161, 174 | 4.1 1, 302, 503 4.6 | 1, 318, 589 4.5 
Add nonoperating income Wat 73, 913 3 8, 632 : 78, 066 | 3 
Net income for the year ‘i 815, 057 2.9 369, 149 1.3 320, 759 | 1.1 
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| ic ios - | Fiscal year 1956, | Fiscal year 1957, 
| Fiscal year 1955, actual | estimate estimate 
Operat-| p, | Operat- Operat- 
| Sales ing a Sales | ing 4 pe | es | ing — 
profit | profit | profit 
| } ea } 
| 
oo ——— | $933, 827|$116, 777| 12, 5| $934, 749)/$116, 194) 12. A $953, 444|$117, 828) 12.4 
Tailor, dry cleaning, and | | 
laundry service. -...--- | 188, 387/ 20,379; 10.8) 188,675) 20,277) 10.7) 192,448) 20,562) 10.7 
Vending machines--_-_-- 1, 080, 234| 151,931! 14. 1/1, 081,880) 151,173) 14.0/1, 103, 518] 153, 298) 13.9 
SION incviecconcbnnimaunisen. 168, 327| 40, 254) 23.9) 168, 584) 40, 053} 23. 8) 171, 956) 40,617) 23.6 
Total, Service De- | | | 
partment. - ......|2, 370, 275) 329, 341/ 13.9 2, 373, ma | 327, 697) = 421, 366) 332,305, 13.7 
| ' 


Let’s 


s go to your canteen operation and merchandise. 


RETAIL OPERATIONS 


break down that, between food and groceries? 
Mr. Bucknext. It is between what we can call the retail depart- 
ment, which includes tobacco, 
food operation. 
Mr. Tuomas. That is where you serve soft drinks and sandwiches, 
knickknacks generally ? 





How do you 


candy, toiletries, and the fountain and 
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Mr. Buckneu. Feeding operation generally. First of all, the 
food department, again, fiscal year 1955, and those are the latest 
full fiscal year figures we have available. Total sales, $6,316,000. 
The gross profit which is the markup, you asked earlier, is 52.39 
percent. 

Mr. Tuomas. Gross profit. 

Mr. Buckne.i. That is gross; yes, sir. The net operating profit, 
which is after paying the salaries, operating expenses, depreciation, 
and so forth, is $427,000 which is equal to 6.7 percent. 

Mr. Tuomas. What was your gross sales? 

Mr. BucKNE LL. $6,316,000. 

Mr. Tuomas. Total sales was $28 million. That is the barber shop, 
laundry, food department. Go ahead with the other breakdown there. 

Mr. Buckne i. The retail department for fiscal year 1955 showed 
gross sales of $19,584,000. 

Mr. Tuomas. What do you mean, retail department now? Every- 
thing else? 

Mr. Buckne.u. Everything else other than the services which we 
discussed and the food department. 

Mr. Tuomas. $19 million. 

Mr. Bucknetu. Yes, sir; $19 million. 

Mr. Tuomas. What is your markup and what is your net? 

Mr. Buckne.i. Gross markup is 19.2 percent and the net operating 
profit on that $19 million was $1,145,000 which is 5.8 percent. 

Mr. THomas. What is the net on all of the $28 million in activities? 

Mr. Buckne.u. The net, which is after administrative costs, for 
example, my salary is not reflected in this up to here, the net for 1955 
fiscal year was $815,000 which is 2.8 percent. 


REPAYMENT OF CAPITAL INVESTMENT 


Mr. Tuomas. How much did you return to the Treasury that year, 
$600,000 ? 

Mr. Buckne.y. $652,000, Mr. Chairman. In 1955 we returned 
$652,000. In 1956—— 

Mr. Tuomas. $604,000 ? 

Mr. Buckne.u. The return has already been made of just under 
$605,000. 

Mr. THomas. What do you do with the $200,000 additional ? 


WORKING CAPITAL 


Mr. Bucknetu. The reason for the entire amount not being returned 
is the requirement for working capital. Actually, all funds in excess 
of working capital requirements for the ensuing fiscal year are re- 
turned. ‘Those figures are—— 

Mr. Tuomas. What is the total working capital now? The Congress 
set up in round figures $5 million as capital and as of today you have 
whittled it down to $1 million? You paid $4 million back. How 
much do you have in your working capital from—— 

Mr. Buckne i. The working capital is $6,572,000. The net in- 
vestment of the United States Government, at the end of the fiscal 
vear 1955 was $9,083,000. 

Mr. Tuomas. Is that $9 million? 
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Mr. Buckne.u. That would have been greater had a return actually 
not been made to the Treasury. 

Mr. Tuomas. What part of that $9 million is cash ? 

Mr. Baxer. Approximately $5 million. 

Mr. Buckneu. Cash at the end of 1955 on deposit with the Treasury 
in local banks and in main depositories was $4,984,000. 

Mr. Tuomas. The remainder of it is in what? 


INVENTORY AND EQUIPMENT 


Mr. Buckne.u. The remainder primarily is in inventory and equip- 
ment. 

Mr. Tuomas. How does it break down, that $4 million you have tied 
up in stock inventory and equipment ? 

Mr. Bucknett. The value of inventory at the close of business, 1955, 
was $3,011,000. Equipment, original acquisition cost, $4,224,000, less 
depreciation that had been written on that equipment of $1,758,000 or 
net value of $2,465,000 in equipment. Against the cash figure which 
is reflected, of course, there were outstanding accounts payable and 
other liabilities. 

Mr. Tuomas. How much does that represent ? 

Mr. Buckneti. They were equal to $1,771,000. 

Mr. Tuomas. Your net cash position is about $2 million then ? 

Mr. Baxer. More than that. We had $4,900,000 cash. We had 
liabilities of $1,700,000 so it would be about $3,200,000. 

Mr. Tuomas. I thought it was $2 million. 

Mr. Baker. $4,985,000 was the total cash at June 30, 1955. 

Mr. Tuomas. That makes us a pretty good statement in anybody’s 
language, does it not ? 


PERSONAL SERVICES 


How many employees do you have charged to this fund ? 

Mr. Buckne wu. As of June 30, 1955, we had 2,502 employees on the 
payroll at that date, all of them being paid from that revolving fund. 

Mr. Baker. That is total individuals, is it not? 

Mr. Bucxnetu. That is total individuals as of that date. Many of 
those are part-time employees. 

Mr. THomas. What does it average per installation now? Where 
are these people located ? 

Mr. Bucknetu. The location actually breaks down into our central 
office in which we had 32 people. We have 5 area offices. 

Mr. Tuomas. Thirty-two in the central office. All right. 

Mr. Buckneyi. We have 5 area offices which we designate as field 
offices in which we have the centralized accounting, the handling of 
payroll, general merchandising, stock control function and those 5 
offices contain 172 people. And in the canteens there were 2,298. 

Mr. Tuomas. 2,298 employees in 170 canteens. What are the hours 
the canteens remain open ? 

Mr. Buckne.y. We have canteens that operate as high as 106 hours 
a week and others that are down to as low as 36 hours a week, which, 
I think, would be the minimum. 

Mr. Tuomas. Are the big ones open 7 days out of the week? 

Mr. Bucknett. Most of them, 7 days a week. Saturday and Sun- 
day is usually a shorter period, a 2- to 3-hour opening. 
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Mr. Tuomas. That really ought to be your big day when you have 
most of your visiting. 

Mr. Buckneus. Frankly, our emphasis is not toward the visitor 
trade. Our desire is to take care of the patients. It has not been 
determined to be necessary to keep open on those weekends, for longer 
hours. 

Mr. Tuomas. You have 32 in your central office here, I presume and 
172 in 5 area offices. It gives you 2,298 for your 170 canteen stations. 
How many do you have in your New York office / 

Mr. Bucknetu. In our New York area office, and I do not have that 
exact figure, but it would be approximately 35 people. It would be 
roughly one-fifth of this 172, because that is 1 of our 5 offices. 

Mr. Tuomas. You have more than 35 in your New York office have 
you not? I thought that was your central buying office where you 
did most of your buyi ing. 

Mr. Bucknety. In our procurement, we have 2 people in New York 
and those are charged against our central office and we have 10 here 
in Washington handling procurment. 

Mr. Tuomas. Ten in Washington and two in your New York office. 

Mr. Buckne.t. Two in New York. They are a part of our central 
office, merely located in New York because that is the principal 
market. center. 

Mr. Tomas. What about your other field offices / 

Mr. Buckneuu. They are located at—one is in San Francisco; one 
is in St. Louis, one in Atlanta and one in Washington. 

Mr. Tuomas. Do you do any buying or procurement in your 
individual canteens? 

Mr. Bucknet. No, sir; except minor local procurement of food 
items. 

Mr. Tomas. When you go to buying food, it is not going to be 
minor; is it? What do you buy; milk, butter, eggs? 

Mr. Bucxne.t. Perishables. 

Mr. Tuomas. That becomes a major item with you; does it not? 

Mr. Bucknew. In relationship to our retail procurement, it is 
minor in total. 

NEGOTIATED BID PURCHASING 


Mr. Tuomas. It was testified yesterday or day before yesterday that 
you did your purchasing on negotiated bidding. What type of articles 
do you buy on negotiated bids rather than on competitive bids? It is 
the philosophy of this Government that everything can be purchased, 
should be purchased, on open, competitive bidding. What is it you 
buy that makes it necessary that you enter into a negotiated bid 4 

Mr. Bucxnett. Merchandise that we carry for resale. We must 
furnish the brand of merchandise the customer demands as opposed 
to just the item—for example, we cannot handle a particular item of 
toothpaste and let that fulfill all toothpaste requirements. 

Mr. Tuomas. You are just like any other good merchant; are you 
not? You are going to offer for sale something that the customers 
want. If you do not do that, you are not going to be in business ver y 
long; are you? What puts you in a different position there from 
anybody else, then ? 
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Mr. Bucxnett. I think—I don’t believe we are in a position any 
different than anyone else as far as anyone engaged in retail business 
is concerned. 

Mr. Tuomas. Spell out your thinking. You may have something 
but I don’t see it so far. — 

Mr. Bucxnett. If we have to buy Colgate’s toothpaste, we cannot 
buy that on a competitive bid. It has to be a negotiated agreement 
with Colgate’s. The same is true with Camel cigarettes, White Owl 
cigars, and actually every other single article that we carry because 
the normal practice is to purchase by brand. 

Mr. Tromas. Nationally advertised brands and you are strapped 
over a barrelhead. That is clear. Go ahead. 

Mr. Bucxnety. Because of our furnishing what the patient desires. 

Mr. Txomas. What part of your total volume is that? You have 
a lot of gadgets and odds and ends, shoes, socks, and what have you 
in the canteens. 

Mr. Pures. And luggage, too. 

Mr. Tuomas. That does not fall so much in that classification; when 
the customer comes in and buys a pair of stockings or socks or a suit- 
case, he doesn’t call for Bill Jones brand. He doesn’t know anything 
about that; he wants a hat or a pair of shoes or a watch or whatever 
it is. 

Mr. Bucxknexv. All of our procurement for resale is done on a ne- 
gotiated basis. We do not advertise for bids for resale merchandise. 

Mr. Tuomas. Is there anything to be gained in your line of business 
by having competitive bids, or is the nature of your business such that 
it does not lend itself to that sort of thing? 

Mr. Bucknetu. In my personal opinion, the nature of the business 
is such that it does not lend itself to that. 

Mr. Tuomas. I can see that on the basis of nationally advertised 
brands of cigarettes a man is going to call for a particular type of 
cigarette and that is what he wants. You cannot do anything with 
Mr. Camel or Mr. Chesterfield except at his price. So a competitive 
bid does not mean anything. 

What about your other items that I mentioned like furnishings, 
notions, men’s wearing apparel, women’s wearing apparel, and so 
forth? Is there any money to be saved there on negotiated bids? 

Mr. Buckne. I am of the opinion that the toiletries and the other 
items which you mentioned are purchased as much by brand name as 
the others; shaving cream, toothpaste and toothbrushes, and combs. 

Mr. Tuomas. What are your big items of sale? 


BREAKDOWN OF A DOLLAR SALE IN THE CANTEEN 


Mr. Buckne . I have a breakdown of how the dollar is spent in the 
canteen which I think would give you the information which you 
want. 

Mr. Tuomas. That is good. 

Mr. Buckne.u. Food and services, 31 cents; tobacco, 36 cents—— 

Mr. Tromas. Food and services; what do you mean, food and 
services—sandwiches, Coca-Cola ? 

Mr. Buckneu. The soda fountain-cafeteria operation. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


' 
ba 
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Mr. Buckxnetu. The services are the items we covered previously 
such as the barbershop operation, vending machines, dry cleaning. 
That is 31 cents out of the dollar. Tobacco is 36 cents. Candy is 6 
cents; toiletries, toilet articles, and sundries, 15 cents. 

Mr. THomas. What you mean “sundries” 

Mr. BuckneLL. Stationery and pencils and paper, ink. 

Mr. Tuomas. How does that break itself down between sundries 
and toilet articles ? 

Mr. Buckneiy. Roughly 9 cents on 

Mr. Tuomas. Toilet articles include shaving brushes, soap, razor 
blades, toothbrush, toothpaste, and whatnot. 

Mr. Bucknetu. Yes, sir. Toilet articles would be 6 cents and sun- 
dries would be 9 cents—the breakdown of 15 cents. Then, clothing 
items are 12 cents out of the dollar. 


ADMINISTRATIVE COSTS 


Mr. Tuomas. A small proportion. It looks to me like you have a 
very fine operation. What is your gross administrative costs now ‘ 

Mr. Buckne yu. The administrative costs for 1955 were 4.1 percent 
of total sales. 

Mr. THomas. What does the average merchant charge for adver- 
tising and rent? You have every expense the average merchant has 
except rent and advertising. 

Mr. Buckne.t. I have made a comparison, sir. 

Mr. Tuomas. What does he set up in his budget for rent? It is 5 
or 6 percent ¢ 

Mr. Buckne.u. Rent will run in variety chains about 414 percent. 

Mr. THomas. What about advertising ¢ 

Mr. Buckne.u. I do not have the figures on that. 

Mr. TxHomas. It is about the same or a little bit more? 

Mr. Bucknetu. I think I might have it. Asa matter of interest, in 
order to provide service, we had 58 losing operations that were in ef- 
fect subsidized by more profitable operations. 

Mr. Tuomas. What were your losing operations ¢ 

Mr. Buckneti. What were they? 

Mr. THomas. Yes, sir. 

Mr. Bucxnett. They basically are in the smaller hospitals. 

Mr. THomas. You mean out of your 170 canteens? 

Mr. Bucknet. We have 58. 

Mr. Tuomas. I thought you meant in merchandising items which 
you handle. 

Mr. Buckne.u. No, sir. 

Mr. Tuomas. You mean in small hospitals where you do not have 
enough volume? Go ahead. 

Mr. Buckne.ui. You were asking about advertising. I have a fig- 
ure here, figures published by the Harvard Business School, on limited 
price variety chains for 1954. Advertising averages 0.3 percent. 
Tenancy cost, rent, averages 4.26 percent. 

Mr. THomas. What classificatior. are you putting yourself in? 

Mr. Bucknetu. In a breakdown classification here of 19 regional 
chains that show annual sales volume of between $2 million and $50 
million. 

Mr. Tuomas. General or specialized or what, now ? 
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Mr. Buckneuy. They are a variety chain which would not be spe- 
cialized. It is one of the guide lines which we use. Their adminis- 
trative costs which compare to ours, and after elimination of the items 
which we do not have are 4.9 percent. 


AVERAGE SALARIES OF PERSON NEL 


Mr. Tuomas. What do you pay your salesmen or your operators in 
a canteen in an average 1,000-bed hospital ? 

Mr. Bucknewu. I don’t have the detailed breakdown. Our range 
in salaries of canteen officers is from $3,600 a year to $10,800 and in 
the average NP hospital I would estimate that the salary would be 
about $6,000. 

Mr. Tuomas. Is that salesmen, the manager, or what ? 

Mr. Buckne.t. The person in charge of the operation of the can- 
teen in that hospital. 

Mr. Tuomas. About $6,000 ? 

Mr. Bucknety. That is right, sir. 

Mr. Tomas. What about the salesmen? How is he paid? Is it on 
a straight salary or commission or what is it ? 

Mr. Buckner. None of our people is paid on a commission basis 
with the exception of the barbers which are on a piece rate basis. 

Mr. Tuomas. What about the salesmen in the canteen? What do 
you pay them ? 

Mr. Buckxnett. The salary is established on the basis of prevailing 
rates for that type of work in the community. In other words, by 
actual wage survey of similar businesses, variety chains, and so forth, 
in the community. We find out what the going rate is and establish 
the salary of our sales personnel as well as food and fountain personnel 
on that basis. 

Mr. Tuomas. It looks to me like you have it in pretty good shape 
here. 

REDUCTIONS MADE BY BUREAU OF BUDGET 


Mr. Yates. Mr. Higley, your request for this fiscal year is $4,719,- 
495,000. How much did you ask the Bureau of the Budget for? 

Mr. Baker. $4,726,271,000. 

Mr. Yates. All you were cut by the Bureau of the Budget was 
approximately $7 million. 

Mr. Wetts. Approximately $7 million, sir. 

Mr. Yates. Where was the cut? 

Mr. Baxer. About $2,455,000 in general operating expense. 

Mr. Wetts. $2,455,000 which is composed of $75,000 in staff services, 
$1,299,000 in the Department of Insurance, and $1,081,000 in the De- 
partment of Veterans’ Benefits. Reductions were made of $24,000 in 
medical administration, $2,084,000 in inpatient care, $537,000 in out- 
patient care, and $1,000 in the operation of supply depots. Al other 
appropriations were allowed in the amounts requested with the excep- 
tion of hospital and domiciliary facilities which was reduced 
$1,675,000. 

Mr. Tuomas. You were cut $1,600,000 in hosital and domiciliary 
facilities. 

Mr. We tts. In construction. 

Mr. Yates. Not in maintenance or purchasing of food. 

Mr. We ts. No, sir. 
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Mr. Yares. It was either last year or 2 vears ago we had a chap in 
from the Bureau of the Budget with whom there was some dispute 
concerning the quality of food to be given tothe veterans. I think that 
his point was that you should give ‘them, oh, minimum high quality. 
Have they retreated from that position ¢ 

Mr. Wetts. We are pretty well in agreement on standards now. 

Mr. Yates. The standards are high ? 

Mr. Wetts. They are. 

Dr. Mippiteron. Yes. 

Mr. Tuomas. Is the quality that the veteran receives as good as it is 
in private hospitals, would you say, Doctor ¢ 

Dr. MipptetTon. Yes. 

Mr. Wetts. The overall reduction of $6,776,000, Mr. Yates, is only 
about one-seventh of 1 percent of our total request. 

Mr. Yates. Dr. Middleton, did you receive all the money you wanted 
for your hospital program ¢ 

Dr. Mippteron. Hospital program, yes, sir. 

Mr. Yates. And for the medical program, both ? 

Dr. Mippitetron. On the question of the outpatients, of course, that 
is a matter of some concern to me, Mr. Yates. 

Mr. Yates. In what respect, Doctor / 

Dr. Mippteron. There has been some adjustment of our request in 
the sum of about $500,000 that we are being able to take care of this 
current half year; that is, the half year before us. On viewing the 
1956 budget, I have some concern as to whether we can make the same 
adjustment during fiscal year 1957 without impairing the quality of 
medical service that we desire to deliver. 

Mr. Yatrrs. Were you compelled to reduce the quality of medical 
service ? 

Dr. Mipp.eron. No, sir. 

Mr. Yares. Is there sufficient money in this budget for—— 

Dr. Mipp.teron. We think we can make it, but it is going to be a 
tight pull. 

Mr. Yares. If you cannot meet it, will you be coming in here for a 
deficiency ? 

Dr. Mippteron. In all probability, if we find there is any deficiency 
of quality. I am primarily interested in the level of medical care. 

Mr. Yates. I am sure that this committee is, too, is very much inter- 
ested in making sure that the quality of medical care that goes to the 
veteran is of the highest. If you are concerned about it, we are con- 
cerned about it because we want you to be able to provide the very 
highest quality of medical care to veterans. 

Tn your opinion, should you have more money for that care? 

Dr. Mippteron. It behooves us to try to live within the budget as it 
is presently prepared. 

Mr. Yares. It behooves you to do so; I agree that we are trying to 
conduct our operations as economically as possible. You believe that 
you can do so 

Dr. MippLteron. We think that we can. If we cannot, Mr. Yates, 
we shall certainly make it clear. 

Mr. Yares. If you cannot, I certainly hope that you will come up 
and ask for a supplemental as promptly as possible. 

Dr. Mippieron. Yes: indeed. 
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CARE OF OLDER PATIENTS 


Mr. Yates. Do you have the same experience in the Veterans’ Ad- 
ministration that I have encountered in connection with hospitaliza- 
tion of private patients; namely, that the older patients are being put 
in mental institutions for lack of any other accommodation to take 
care of them, and for lack of rehabilitation ? 

Dr. Mippteron. We have attempted to reconcile that situation with 
the actual overall problem within our domiciliaries and our hospitals, 
with the result that we are moving some patients from the psychiatric 
hospitals into general hospitals and domiciliaries, where there is not 
the opportunity for improvement longer and where there is, on the 
other hand, a chance in intermediate care that by physical measures we 
can rehabilitate a certain group of these patients. 

Mr. Yarrs. Do you have any programs for rehabilitation of non- 
psychiatric patients ? I know of your programs for the rehabilitation 
of psychiatric patients but do you have any for rehabilitation of non- 
psychiatric patients ? 

Dr. Mippteton. We have a strong one. We term it intermediate 

care and it is active in 30 of our hospitals and it is being spread as 
rapidly as we can in consonance with our staffing problems. 


NUMBER OF UNAVAILABLE BEDS DUE TO LACK OF KEY PERSONNEL 


Mr. Yares. Do you find any difficulty in recruiting nurses and tech- 
nicians in any of our hospit: als? Do any of our hospitals have floors 
closed as a result of not having nurses or technicians ? 

Dr. Zink. We have a few wards closed because of lack of profes- 
sional and technical personnel. 

Mr. Yarres. Where are these? 

Dr. Zrnx. Generally, in the isolated stations. 

Mr. Yates. Can you name them ? 

Dr. Zrnx. Far away from the centers of population and far away 
from medical centers. 

Mr. Scnoren. I have the number of beds that are not available be- 

cause of difficulty in recruiting personnel. We have a total of 2,100 
beds in G. M. and 8S. hospitals | of which 139 are tuberculosis, 381 are 
psychotic, and 379 are other types of psy chiatri ie patients. One hun- 
dred and eight neurological, and 1,093 are general medical and surgical 
beds. 

Mr. Yates. Where are those locations? 

Mr. Scnoen. They are distributed quite extensively. 

Mr. Yates. Those are beds that would be used if you could get 
nurses or technicians ? 

Mr. Scuoen. That’s right. Two thousand one hundred of them in 
G. M. and 8S. hospitals only, and they are located as follows—Do you 
want this list ? 

Mr. Yates. Yes, sir. 

Mr. Scuoen. Hines, I1].—— 

Mr. Yates. Why are the beds there unavailable? Do you have 
difficulty in getting nurses or technicians? 

Mr. ScHoen. Yes, sir. 

Mr. YATEs. Nursing : and professional coverage. This is as reported 
by the station ? 
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Mr. Scuoen. These are as reported by the hospital. 96 at Hines; 
18 at Iowa City; Birmingham, Ala., 49; West Haven, Conn., 36, 

Mr. Osrertac. You are speaking about beds, are you not ‘ 

Mr. Yares. Yes. 

Mr. Scuoren. Ann Arbor, Mich., 38; Dearborn, Mich., 37; Jackson, 
Miss., 196; Kansas City, 20; Popular Bluff, Mo., 25. 

Mr. Yates. Do you want to supply that list to the committee rather 
than going to the trouble of reading the total of 2,100. Is that agree- 
able, Mr. Chairman / 

Mr. THomas. Yes. 

Mr. Yates. Apparently you have all the material you need and 
everything else. You just don’t have sufficient personnel at those 
particular locations. 

Mr. ScHoen. That’s right. 

Mr. Pures. Do we make a distinction as we have in the past 
between those that are closed and those that were not openedé Those 
that were not being activated! Those that had been activated and 
subsequently closed ¢ 

Mr. ScHoen. These were bads within the capacity of the hospital. 
They are not presently activated. 

Mr. Puts. Were they ever activated / 

Mr. Scuoen. We would have to analyze this situation to determine 
whether they were. 

Mr. PHuuirs. You remember we had built and equipped new wards 
and they were never opened. There were delayed openings because 
they could not get the professional staff. 

Mr. ScHoen. These are hospitals that have been opened a consider 
able period of time in which this problem has been persistent. It is not 
hospitals that are in the activation stage. 

Mr. Osterrac. The beds are there but never used; is that it ? 

Mr. Scnoren. They may have been used at some time. 

Mr. Yates. They have not enough personnel now. Are there any 
hospitals where you have never opened certain portions of them 
because of lack of personnel 

Mr. Scuoen. Yes, sir. 


VA MEDICAL PERSONNEL TRAINING PROGRAMS 


Mr. Yates. What do vou do to get a staff? Do you train nurses / 

Dr. Mipp.eron. We do not train nurses. 

Mr. Yates. What training programs do you have for personnel 
that is likely to overcome these deficits ? 

Mr. Scuoen. In the psychiatric field, which is our larger problem 
area, we have presently 200 career physicians who are undertaking 
training which will prepare them for examination for certification 
by the American Board of Psychiatry. 

Mr. Yates. These are licensed doctors? 

Mr. ScHoen. Yes, sir. Also, in the psychology field, we collaborate 
with the universities by providing part-time training opportunities 
for approximately 600 clinical psychologists and 150 vocational psy- 
chologists. In addition, we participate with medical schools in the 
training of residents, some 2,600 residents and interns. We have a 
career program in physical medicine rehabilitation of 10 or 12 doctors 
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and are undertaking a training program for pathologists and 
anesthetists. 

Mr. Yates. What are we going to do about getting personnel? This 
is a shortage which is growing all the time, is it not, really? I remem- 
ber that while I was in the hospital, a doctor told me that you have 
15,000 openings for interns and residents in the country and you only 
‘have 6,000 graduating every year. What is the situation? Are you 
competing unfairly with the private hospitals for nurses, residents, 
and interns? 

Dr. Zinx. No, sir, I do not think we are. 

Mr. Yates. Are not the salaries you pay nurses higher than salaries 
in private hospitals? 

Dr. Zinx. That was true a few years ago because the Veterans’ 
Administration was making efforts to improve the nurses’ lot, which 
you indicated. However, other institutions have pretty well come 
abreast of ours and we are finding that some of the reasons given for 
nurses resignations from the VA is for better salaried positions. The 
benefits that Dr. Middleton spoke of before, which you mentioned 
previously, of retirement, and so forth, is our biggest hold now over 
the nurses rather than salary. 


HOSPITAL WAITING LISTS 


Mr. Puitites. Are we not in an area now in this questioning where 
the activation of these beds would be exclusively for non-service- 
connected patients which makes your last question pertinent; whether 
we are in effect competing with private hospitals by the activation 
of these beds. 

Mr. Yares. Would you say that Mr. Phillips’ statement is true? 

Mr. Scuogen. I would say so in relation to staff. 

Mr. Yates. That the beds are not being activated and if activated, 
would be used exclusively for non-service-connected disabilities 4 

Dr. Mippteron. Right. 

Mr. Hictry. May I bring out a point? 

Mr. Yares. Certainly. 

Mr. Hieiry. I think we should bring into this discussion the ques- 
tion of whether there is a waiting list or not. The question would 
be this 

Mr. Yates. Waiting list for service-connected ? 

Mr. Hiciey. Waiting list in any given locality. 

Mr. Yares. Let me put the question this way: If you did have per- 
sonnel, if you could get it, would you open all those beds? Is there 
a demand for all those beds? 

Mr. Scnoren. As of the time the station report on this was made, 
the requirement for placing beds in this category, i. e., of being un- 
available because of lack of personnel, was that there must be patient 
demand in the area of the hospital. 

Mr. Hiciry. So there is the demand in all those that you are 
listing ? 

Mr. Scuorn. At the time this determination was made; yes, sir. 

Mr. Yares. At any of your hospitals, is there a waiting list of 
veterans avho have service-connected disabilities? 

Dr. Mippteton. None. 
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Mr. Yates. A veteran who has a service-connected disability can 
tind a hospital bed immediately / 

Dr. Mippieron. Yes, sir. 

Mr. Hie.ey. If he wants to go in for a service-connected disability, 
he is first in line of priority, if he has a service-connected disability. 
But if he wants to go in for other than that disability——— 

Dr. Mippieton. He takes second priority. 

Mr. Yates. I was speaking with reference to service-connected dis- 
abilities. 

Mr. Puiuuirs. We have a technical waiting list in some cases. 
Wouldn't that be so, Doctor? Where the man has been admitted but 
he is fixing up his private affairs so as to get there, for 3 or 4 days? 

Mr. Yates. By his own election and not through any fault of the 
Veterans’ Administration ? 

Mr. Pamurs. That’s right. 

Mr. Yates. You have a waiting list for non-service-connected / 

Mr. Scuoen. That’s right. We have it broken down by type of 
patient. 

Dr. Mippireron. This is a very interesting problem, Mr. Yates, in 
that it involves not only the disease or the disability of the veteran but 
a seasonal variation and it is geographic in the extreme. Certain 
centers of population will have large waiting lists and we will come 
back, away from those, and have actual bed vacancies that might 
absorb them. 

Mr. Scuoen. I think that can be demonstrated by this distribution 
of waiting lists, taking the NP hospitals, at American Lake, Wash., 
225; Augusta, Ga., 190; Battle Creek, Mich., 640; Bedford, Mass., 
121; Brockton, Mass., 155. 

Mr. Yates. Are these examples of seasonal indications to which the 
doctor referred ? 

Mr. Scuoen. In the NP hospitals, generally, we have a large wait- 
ing list. There are some minor variations, but in the NP hospitals the 
seasonal factor is not felt as much. 

Mr. Yates. Your statement about there being no waiting list of 
service-connected disability is that applicable to NP hospitals? 

Dr. Mippieton. That’s right. 

Mr. Yates. You had better put that list into the record, too, because 
you are going to have quite a time reading it. 

Mr. Scnoen. The waiting list that is shown at all hospitals ? 

Mr. Yares. Give the list to the reporter, because you are going to 
take some time in reading them. 

Mr. Scuoen. The totals, if you are interested in the total waiting 
list at all hospitals 

Mr. Yates. Yes. 

Mr. Scnoren. The TB hospitals 

Mr. Puitutrs. How is that broken down ? 

Mr. Tuomas. I would like to have them by location. 

Mr. Yates. Put them into the record. 

(The list referred to is as folows:) 


72350—56—pt. 1——_-31 
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Type of patient 

















T General 
Station Psychiatric — 
Total? | TB |- | Neuro- wuteacs 
= | logical gery 
| Psychotic | Other | 
Total _- eee aS | 18,534 | 275] 13,128 | 1,829 | 311 2, 991 
Total hospitals ion .| 18,390 275 12,997 | 1,816 | 311 2, 991 
Wi pabotiee. 36k. 2535 NC 55 | iis cre be eT i ee 10 
PP hempltele...... .....-cos-dores-sase-----| 12,918] . 413 | 11,821 | 1,290 55 | 39 
G. M. & §. hospitals : 5, 017 117 | 1,176 | 526 256 2, 942 
RN ee ke. srgenmendivs | | ns 131 | Be Soncnge cepemneeteuseeyst~ 
TB HOSPITALS 
Arizona: 
I eid ak oe : aes B heaannie : lecavibial — 1 
re ieninlch wkidd eit maid riciiiibain chants g Dhalas s h aeasiariaina asl | etnd do wlgwegoptqannthG “ 
California: 
Livermore 


OR 
Indiana: Indianapolis_............------ 
Kentucky: Outwood ; 

Maryland: Baltimore eh! 
Massachusetts: Rutland Heights_- 
Missouri: Excelsior Springs__.--.-.----- 
New Mexico: Fort Bayard___....-..---- 
New York: 
Batavia 
Castle Point 


i oo a eras daniiaiedicinutinnah ate 


North Carolina: 
Oteen, total 
Oteen division ed ce epee eee 
Swannanoa division - - -- atchict 

Ohio: Brecksville - - 

Pennsylvania: Butler 


UO IINOR: DENIER £5 oo sa eos. che. Acc 


Texas: Kerrville 4 koalas aa 

Washington: Walla Walla__- 

Wisconsin: 
Madison 
Waukesha 


NP HOSPITALS 
Alabama: 
Tuscaloosa 
[| Ol a aoa 
Arkansas: North Little Rock. ___---_--- 
California: 
PN IN oso css benncuapensncns a 
DOURINOOIR SS 5-555. 50+c.< 
Colorado: Fort Lyon 
Georgia: 
I CONES cincunrcbscpueees 
PE. 2000. edesen ee 
Augusta NP section 
Tlinois: 
Danville 
i a ee 
Indiana: Marion 
Iowa: Knoxville 
SAINT FIN oo hla cic eankidamme 
Kentucky: Lexington 
ea ae a 
Maryland: Perry Point 
Massachusetts: 
SEER See ee Set See ae 
a 
DEINE a cc axndanncdele. 
Michigan: Battle Creek - - 
Minnesota: St. Cloud 
Mississippi: Gulfport__.-..........-.--- 
Missouri: Jefferson Barracks_.__..._..-- 
ok. 
New York: 
J Ree ere | 
re re 
I a a ee 
North Carolina: Salisbury 
Ohio: Chillicothe 





See footnotes at end of table. 
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5 1 | a Eligible applicant veterans not yet scheduled for hospital admission, Dec. 31, 1955 ' 
— | Continued 
al ; Type of patient 
ne i Seer enone General 
y Station Psychiatric medicine 
: Total 2 TB |; . ——. surgery 
—~— i | Psychotic | Other 
991 I 4 —— ee 
091 NT HOSPITALS—continued 

10 Pennsylvania: 

39 I oc iE ie sae 651 | 18 633 5 
p42 I oe aso tas « pire ke caml 473 ; 451 21 1 
---- RES & = ee 509 : 508 l 

South Dakota: Fort Meade......-..--- Es Soon ac Be eis 

Tennessee: Murfreesboro ; a 115 104 11 

a eetmodk mens ddbake a BF Ba waindetess 138 21 

I Utah: Salt Lake City.................. 34 |_- | 

CRE: ND oo cerescnoesscnnccss | oe } = 

Washington: American Lake_-_.-...._--| et cok ora. s 217 8 

Wisconsin: Tomah paccastion oe ie ee toca. 168 14 

“ ' Wyoming: Sheridan.............-.-- ees os 
G. M. AND 8, HOSPITALS 
| 

Alabama: | ! 
tna dandacewaniondus es) ee ae 31 5 152 
IE cc iuvcdkncadecsobesime du | | ) ae seekde oe 

Arisone:. Phoenix.............. paenciieal We ickeinns ; Beas . 35 

Arkansas: | 
Se ee DU Deciibice ln ewuiemmcns 5 |.. 34 
NE ME riers heist sicientass ei wi aicien i ee A Sa i ee 

9 California: 

' I asa arccan cinder narswrbaniowab nore one DTG cah sas tadudtdeied 1 61 
aan Long Beach eat iaiae 88 | 26 1 3 15 43 
(9) Los Angeles, total_._..__- Se icettes ar 755 14 2 

BEE MN, TON wdcadecdkiccscescanes CPOeP lanes. (755) fe ee 
Los Angeles, G. M. and S-_---_-_---| Geib icascas Bo vacelhcieceeieegtiet cao og (32) 
GU Soc ncncnccucacwcaehoauen all i a la Be 
le POD ccnnwckidgiucttennae Dil abdilis oiscectcenseust an sheets 4 
Colorado: | 
RN i aa La a Rs bo bak deca EP tivaauns 21 
Grand Junction.-....-...-- phic Be Piccnctdas Gi ae alanis iat ed se s 
ies Connecticut: 
DR ccc deunennseccenameesna ener Rechiietieh einnitinen ol pid cinta teas ninme gin win dssimininabaamiie — 
ok, ae eee | Me Ssupeas a 14 
Delaware: Wilmington. --...--...--.--- 28 | 4 | Be btcd deh tckdacenuedledaeie tes 
District of Columbia: Washington. .....}..........|...-....|..--..<.... fensscokca:aiar’, Padnisisdchdianer ts A IN I cake 
Florida: | | 
BY EE idtudenekcdanecnamebunncall BE tesaceocal 18 | 19 45 | 339 
Coral Gables____----- - | 270 | 1 | 5 l 2 261 
3 a kieaeibeil 179 11 : 4 12 152 
Georgia: | | 
ee ‘ r 48 | oa) 48 
I a koreans on ; a | 72 Wa lswae 57 
22 Idaho: Boise Pdatetad dwn dbdai inka shaman 
22) Illinois: | | | 
“-- Chicago (west side) __----- 27 as 27 
Chicago (research) --_..--.----- 5 | 5 
ae eae cd an tii scielb cease : 
ee (et eee beetles 5 ; 5 
ime I i. cinhcmaadidhssenwin> secu iiledishieteee 
“+ Indiana: 
ore Fort Wayne. -------- cae ae ee Se oe a : 
"se Indianapolis. ---- Wales eas eet | 16 ll 5 

1 Iowa: | 

one I Ne os oe heels 1 7 5 1 
lgwé Ony.....-...: 97 1] 33 8 45 
noe Kansas: 
-“-- W adsworth_.- Mihindeneses t= 9 
ae MN, Beinn sce adv bereicw a 
=< Kentucky: | 
pa Port Tomes. .............. acne Rees . 
aoe So ie nt, os bvinsnlhtasnmdiibieicaal 151 1 6 10 134 
Louisiana: | 
oe Alexandria ededrieatts odie a iis oniac , i itclaseds 16 
New Orleans....--.---- Sapiens 180 | 9 76 2 | 93 
Shreveport____--- 35 eee 35 
vne Maryland: Fort Howard___....----.-- 34 | F Sonal 1 | 33 
es Massachusetts: | 
tne NE ioe be ot es oe 128 | : 42 ty oe 45 
— | RTI ile Nita cana Nnamdi - isi Speke deel oleants é 


See footnotes at end of table. 
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Eligible applicant veterans not yet scheduled Jor hospital admission, Dec. 31, 1955 ~ 
Continued 


Station 


Michigan: 
Ann Arbor 
Dearborn 
Iron Mountain 
Saginaw 
Minnesota: Minneapolis 
Mississippi: 
Biloxi 
Jackson 
Missouri: 
Kansas City 
Poplar Bluff 
St. Louis 
Montana: 
Fort Harrison 
Miles City 
Nebraska: 
Grand Island_ 


Lincoln 
Omaha 
Nevada: Reno 


New Hampshire: Manchester 
New Jersey: East Orange 
New Mexico: Albuquerque 
New York: 
Albany 
Bath 
Bronx 
Bre “ t ly 
Buffal 
New York 
Syracuse i 
North Carolina: 
Durham i ? 
I 6 er Se 
North Dakota: 
Fargo 
Minot 
Ohio: 
Cincinnati ___- a 
Cleveland .-._........-.. 
ROO Sige cdle 
Oklahoma: 

Muskogee pielaneuteatakw 
Oklahoma City_.._____- 
Oregon: Portland 
Pennsylvania: 
Altoona 

Aspinwall 
Erie__ 
Philadelphia__- 
Pittsburgh ’ 
Wilkes-Barre__________ sabcieeie 
Puerto Rico: San Juan___- 
Rhode Island: Providence 
South Carolina: Columbia 
South Dakota: 
Hot Springs_____-_- 
Sioux Falls 
Tennessee: 
Memphis Kennedy________ 
Mountain Home 
Nashville 
Texas: 
Amarillo 
Big Spring 
Bonham 
Dallas 
Se ica te a 
Marlin eee tobe cael 
McKinney 
Temple __- 
Utah: Salt Lake City : 
Vermont: White River Junction 


n 


See footnotes at end of table. 
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Bligible applicant veterans not yet scheduled for hospital admission, Dec. 81, 
1955 ’—Continued 


Type of patient 





— General 
lig 
Station Psychiatric -_ — 
Total? | TB —___—_______} Nere surgery 
,0gical 
Psychotic Other 
oa ee ——— - — sas teendlbealifhiiutiiltidenainsll dasitityiat ee = — 
Virginia: 
Cl a eee ; 8 3 } 5 
MI Se dsc dsc cdocke nt 77 14 | 43 17 3 
Washington: | | 
Seattle_.......-- Me 89 tS 3] 86 
NE 8 rs So gy 6 Se 6 
Vancouver___.--- ie aendaee sailed 45 as ns 45 
West Virginia: } 
SORORONY od de none 7 a) 28 caine hited naan | 28 
Clarksburg - - a rent 12 eewen 11 | 1 
Dts tai a abs ale cides 2 p cal % 2 
Martinsburg__.------ oe a a S sciihreca alta - : 
Mi ee eee F 28 : 22 | ‘ 6 


Wyoming: Cheyenne_---_-- aoa poe theese ase jes ee eine bx ata aba iniaiememaaibadaleai 
REGIONAL OFFICE 


| ie rt 3 67 | 8 | preted 


District of Columbia: Washington 
Pennsylvania: Philadelphia-_-.......-_. a 13 | SN a a 
Texas: Dallas.........- canned 56 51 | 5 maken 


ed cei, ea Bln 


1 Includes only applicants not hospitalized by VA and not scheduled for admission prior to Jan. 15 
Excludes transfer request for patients already hospitalized by VA, nonbed occupants requiring reentry 
into VA hospitals as bed occupants, observation, and examination cases, and nonveterans, totaling 1,207. 

2 There were no service connected eligible applicants awaiting scheduling for hospital admission Dec. 31, 
1955. 


Source: VA Form 10-7400D. 
HOSPITAL REPAIR AND MAINTENANCE 


Mr. Yares. In looking through the justifications, and I notice in 
looking through the repair sheets, one repair project stood out very 
predominantly, an item of painting and weatherproofing for Coral 
Gables, Fla., $73,800. Had you been deferring that for some time? 

Mr. Scuoen. That is right, sir. This type of maintenance in many 
areas has been deferred. In other places, they have had money. ‘The 
emphasis has been placed on it. We made a survey last April of the 
critical items of maintenance and repair that could not be acecoin- 
plished if the station had maintained their present level of spending. 
These items were those items selected from that list of projects which 
were the most pressing of the group and were most essential to do 
unmediately. 

Mr. Yares. Are your hospitals undergoing undue disrepair as a 
result of not having sufficient repairs on an annual basis / 

Mr. Scuoen. I would say that situations are developing and have 
developed, where maintenance has not been adequate and therefore 
excessive deterioration has taken place. 

Mr. Yares. Is there sufficient money in this budget to take care of 
the maintenance of all of your hospitals 4 

Mr. Scuooren. Well, we sion, to take care of an additional $3 
million—out of the deferred maintenance projects. 

Mr. Yares. I am talking about current maintenance, the ordinary 
maintenance and keeping the plant in good operating condition. 
Have you enough money to do it? 
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Mr. Scuoen. It is similar to Mr. Phillips’ point yesterday in that 
maintenance is a continuous process. In this budget we asked for 
approximately $3 million to take care of things that were deferred in 
the past out of a list of $9 million which the stations stated were things 
that should be done. 

Mr. Yares. All right. What about your current budget, what 
about this budget; are you referring items for future budgets that 
should be taken care of now? 

Mr. Scuoen. I would say this 

Mr. Yares. I am asking whether or not you have enough money in 
this budget to keep your hospital plants in good repair or you are 
deferring some projects until some future budget and taking a chance 
on your hospitals falling into disrepair. 

Mr. Hieatry. What they are doing is taking care of the things that 
need help the most, the medical, and it may get over into Colonel 
Edgar’s shop, too, if it is a major item. You see, there is always a 
number of hospitals that must be replaced. 

Mr. Yares. I know that. 

Mr. Hiciry. So, naturally, they are not spending a great deal of 
money on those. They want to keep them in good operating condition 
until they can be replaced. You have all gradations of need and we 
think that, as an orderly process, we should establish priorities in 
getting the work done, not try to do everything in 1 year. We don’t 
have the personnel to do that. 

Mr. Yates. I know that. I am wondering whether, with respect 
to the hospitals that are not going to be replaced, have you enough 
money to keep them in a good condition? Are you deferring some- 
thing for future budgets that should be done now. 

Mr. Hictry. TI think that what they have mapped out is an orderly 
procedure of catching up with this work. 

Mr. Yates. You have not answered my question. You have given 
me an opinion. I do not know the condition of your plant. If you 
need more money in order to preserve those hospitals you should 
tell us so. 

Mr. Hietry. I think the money that you are providing will enable 
us to do what should be done in an orderly fashion. That does not 
mean that we could not do lots more. 

Mr. Yates. Should you do more at the present time than you are 
doing? 

Mr. Hietry. There always will be lots of work to do and just be- 
cause these managers have listed certain things is not necessarily 

utting them in first priority of need. You understand they have 
Jots of wants. We cull out of those what we think are important 
wants to keep the property up and all that, for example, fire hazards. 
We get that work out of the way. 

Mr. Yates. Mr. Higley, let me put it this way. You apparently 
are starting with a certain sum of money for repairs and maintenance. 
You are trying to take care of your whole plant with that sum of 
money and you are doing a little bit. If you had more money now, 
could you do a better job of maintaining your plant? 

Mr. Scnorn. I would like to put it this way, if I may give an 
example: You have an automobile or a boiler plant or something of 
that sort. It is always in a constant state of deterioration. As you 
use it, it deteriorates. What we are planning to do is to take care of 
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that deterioration and there is enough additional money in this budget 
to take care of a reasonable amount of deferred maintenance work. 

Mr. Yates. Which will prevent the deterioration ¢ 

Mr. Scnoen. That’s right. 

Mr. Yares. For all of your plant, and you are telling this committee 
now that you don’t need any more money for that purpose? Is that 
correct ¢ 

Mr. Scuoen. I think with the limitations in the personnel and the 
types of facilities we have, we could not do a great deal more. 

Mr. Yates. You could not hire necessary personnel, or are you 
limited to the personnel, or what is it you are saying ¢ 

Mr. Scuoen. Limited in our capacity to do the job, but there is 
no great harm that will come about ; that is an opinion. 

Mr. Yates. You are telling this committee that the money that you 
have asked for will keep your plant in good operating condition 

Mr. Scuoen. We are going to be able to do fairly well. 

Mr. Yates. That you cannot use any more—you can use some more 
for the pur pose but it is not really nec essary ? 

Mr. Scuoren. Not in repair work. 

Mr. Putiurres. Do you own your house in Chicago? 

Mr. Yates. I own a cooperative apartment. 

Mr. Putiures. But what we are saying is that they are not painting 
the trim this year but they are taking care of the termites. 

Mr. Hiciry. That is absolutely true, in some places. 

Dr. Mippteton. Mr. Yates, I am sorry, sir—may I simply say that 
this is in a considerable measure preventive maintenance. I say 
preventive in the sense that you are deferring the date of deteriora- 
tion because obsolescence w ill come to all of these plants eventually. 
[t is necessary that there be a projected plan and to say that $3 million 
or $30 million is the figure—this is the reasonable estimate of what 
we can do in proper maintenance for a calendar year. 

Mr. Scuorn. Here is a statement generally to give you an idea of 
the continuing aspect of the total maintenance program. It is a 
figure that was asked for yesterday. It gives by age the number of 
buildings and the number of square feet. It might be interesting 
with regard to this problem. 

Mr. Yates. Is that already in the record ? 

Mr. Scuoen. No, sir; the VA hospital and domiciliary system com- 
prises a physical plant of 10,100 separate buildings having 101 million 
square feet of floor space. 

Mr. Tuomas. That is the information we asked for yesterday. 

Mr. Scnoen. Yes. Of these buildings, 561 having 4,372,000 square 
feet are 55 to 65 years old; 947 having 7,221,000 square feet at 35 to 

5d years old; 3,030 having 31,061 plus square feet are 15 to 35 years 
old. The estimated c: pital valuation of the total plant and facilities 
is $985,673,000. And the replacement cost would exceed $2 billion. 


HOSPITAL REPLACEMENT AND MODERNIZATION 


Mr. Evins. Mr. Higley, I recall last year in response to a question 
vou stated that the Gover nment had an ‘investment in all VA hospital 
facilities of approximately $2 billion and you testified, if I recall, 
that, in your judgment, it w ould represent false economy to have a $2 
billion investment and not have a proper amount of funds for mod- 
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ernization and maintenance of that investment represented in these 
properties. The statements we have had here earlier about “going 
along” as far as you could, that refers, as I understand it, to mainte- 
nance of VA facilities. -It does not indicate your need and desire to 
replace outmoded and uneconomical facilities—the so-called canton- 
ment-type old hospitals. 

Mr. Hietry. That is brought into our budget this year, Mr. Evins, 
as you know. In the four hospitals that I listed, those are replace- 
ments, 

Mr. Evtns. If some additional funds were provided by our com- 
mittee to your office of construction for engineering plans, other addi- 
tional work could be done in regard to the repi: cement program 
during next year ? 

Mr. Hietry. The amount of work that can be done is limited by 
personnel and if anything was added on, you would merely spread it 
out a little thinner over existing personnel. It must be remembered 
that we do not like to build up personnel on a temporary basis. It 
is unfair to the people you take on and we would rather have steady 
production if we can. That gives us better personnel, gives us a 
chance to use them more efficiently. 

Now, if there was another start, let us call it, added, I don’t know. 
We could expand, but we are not intending to. We would do the best 
we could in pushing forward the plans. Whether it might spread 
them out a little thinner, I don’t know as to time. C olonel Edgar, is 
that a fair statement? 

Colonel Epear. That’s right, sir. We are organized to do a cer- 
tain amount, to keep a certain workload going and a production, and 
if we are forced into a heavy schedule, and it takes this, we have to 
have the engineers and architects in our shop to prepare the sketches 
with coordination with the medical department and the managers in 
the field and surveys, both by medical and our engineers, and the 
presentation, those are all sketched up and the justification and the 
estimates to be prepared from those sketches and presented to the 
Bureau of the Budget. That is a long process. While that is being 
done in the shop, others are being delayed due to the workload. In 
other words, what the Administrator is saying, a smooth operation is 
one that runs to capacity of the shop steadily and not by spurts. 

Mr. Evins. I understand if you are thrown an enormous workload, 
that situation might prevail but if the committee determined, in its 
judgment, that you should expedite the matter on one or two other 
projects, I feel that you are not so understaffed that you could not go 
ahead with a little more work, a little more effort. Do you not agree 
with that? 

Colonel Epear. That is always possible, sir. I think any good or- 
ganization is flexible. 

Mr. Hierey. I think the answer to your question is “Yes, we could.” 
We might accomplish a little less on those that are on the list now. 

However, I think I should bring this point out: What is involved 
also is the commitments for later budgets that will have to be kept 
in mind. If we are bringing five hospitals along, more or less, at a 
time—replacement hospitals—then you are facing the year when we 
will be asking you for that many more millions “of dollars in order 
to go ahead and make contracts and do the work. 
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So you may be increasing the load in the immediate years ahead. 

We have been thinking of this more in terms of spreading the burden 
over 6 or 7 or 8 years so you would only be putting 25 or 30 million 
dollars a year into this replacement program, or thereabouts, or a 
little more maybe, each year, rather than being required to maybe 
put in 50 or 60 million in j year, 

Mr. Evins. Your replacement program envisions a gradual devel- 
opment rather than having a repetition of the situation that developed 
after World War II when you experienced excessively heavy work 
load in construction of VA hospitals. 

Mr. Hietey. It will mean a large sum of money for you to include 
in the budget at some time if you don’t keep it leveled out. 

Mr. Puiuies. And it is better for the local economy to spread i 
over a number of years. 

Colonel Epear. Yes, sir. 

Mr. Evins. Colonel Edgar, would you please refer to page 27 of 
the big chart and tell us whether or not the hospitals listed on that 
chart represent the 19 projects that you expect to do major alterations 
work on during the next fiscal year? I note the planned work at the 
VA hospital in ‘Murfreesboro, Tenn., and I commend the VA for going 
forward with this work. 

Colonel Enear. That’s right, sir. 

Mr. Evins. I refer to page 18-1 of your justification statement. 
That table, I believe, has been placed in the record and that represents 
two new starts for hospitals at Washington, D. C., and Cleveland, 
Ohio. The replacement program projects at Downey, III., calls for 
an appropriation of $21,200,000; Jackson, Miss., $1,172,000; and Oak- 
land, Calif., $1,025,000. Two new hospitals are to be built and three 
replacements. Is that correct? 

Colonel Epcar. That’s correct. 

Mr. Evins. The replacement program represents $23,397,000 cost 
and $1 million plus on the 2 new ones for the drawing of the archi- 
tectural plans. 

Colonel Encar. Right; technical services, but the entire technical 
services, Which means carrying on the contract documents on through 
to completion and supervision of the construction in the field. That 
is the other half. 

Mr. Evins. Are you familiar with the Thayer General Hospital 
at Nashville, Tenn. / 

Colonel Epnear. Generally; I have not visited the hospital. 

Mr. Evins. I understand that General Hershey visited this facility 
last fall and, for the record, I might state that this is an old World 
War I cantonment type of hospital spread out over an extensive area 
and that about half of the space has not been used for years. At one 
time the Veterans’ Administration had a regional office there and sev- 
eral years ago the Veterans’ Administration moved out—moved their 
regional oflice from these quarters to an uptown building in Nashville. 
They are now downtown in a modern office building and one portion 
of this old building is being used as a hospital. It is very outmoded, 
ineflicient, and cert: ‘ainly should be soon replaced. 

Mr. Puitiies. How many beds are in use / 

Mr. Evins. This is a 500-bed general-medical hospital. I can’t give 
you the number of beds presently occupied. 
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Mr. Hicuey. Is that the place where they have a baseball training 
camp / , : 

Mr. Puitsirs. The present number of beds in use is 500 and there is 
no record of what it was originally because of the age of the hospital. 
What would be the replacement, a 500-bed hospital ? 

Mr. Evins. That’s correct. 

Dr. Mippteron. Planned for 500 beds. 

Mr. Evins. Thayer at Nashville is a type of hospital that has long 
been outmoded and obsolete, and that much of it, I repeat, is not now 
being used. I hope the VA will proceed on this matter speedily. 

Mr. Hietry. During the last few years, we have put in some features 
to modernize it somewhat. However, as you say, it is still an old 
building and no matter how much we do to it, it will remain an old 
building. We have installed several protective measures there. 


REPORT BY GENERAL ACCOUNTING OFFICE ON REVIEW OF NON-SERVICE- 
CONNECTED VETERANS 


Mr. Evins. Mr. Monk, with reference to the benefit program, I refer 
to a report by the General Accounting Office which states that prelim- 
inary reports submitted to us in March indicate that periodic review 
should be made of all static cases. Are you making such a periodic 
review of all pension cases? 

Mr. Stone. Yes, sir; we are. 

Mr. Evins. Do you send out annual or biannual or how often do 
you send out these pink forms to veterans saying, give us all the in- 
formation about property you own and the amount of personal 
income? 

Mr. Stone. That is the annual statement that the non-service-con- 
nected veteran has to file. 

Mr. Evins. Are these forms sent out because of some law enacted by 
Congress or is this action taken for an administrative determination 
by the VA? 

Mr. Stonr. It is to be sure that they are within the statutory income 
limitation of $1,400 single and $2,700 with dependents. 

Mr. Evins. The report states that Government annuities from the 
uniformed services, and contingent acts and so forth are not included 
in income to be reported. What incomes are included? That is al- 
ways a controversy when a man wants to have his form filled in. 
“What should I include?” “What should be left out?” This state- 
ment here says that certain item or items are not to be included. What 
items are to be included ? 

Mr. Srone. All other earned income, or any income that they might 
have should be included other than those that are directly eliminated 
from being considered as being income for pension purposes. 

Mr. Evins. Any income that his children might have or his wife 
might have, or interest earned, is not to be reported; is that correct? 

Mr. Stone. His income. 

Mr. Evins. If he reports no income of his own, excluding these men- 
tioned, then his compensation continues ? 

Mr. Srone. Yes; his compensation continues. 
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GAO REPORT ON DEFICIENCIES IN HOSPITAL CONSTRUCTION PROGRAM 


Mr. Evins. With respect to deficiencies in hospital construction 
programs, the GAO reports out that the Corps of Engineers generally 
agrees that some plans and specifications have been defective and not 
properly coordinated and that delay did result in increased construc- 
tion cost, I believe, as the chairman brought out earlier. That applied, 
would you say, to the few cases, immediately after World War II or 
just to what does that statement apply ? 

Mr. Epear. That statement covers, as you read it there, do I under- 
stand correctly, all hospitals built by the Corps of Engineers, or in 
our new hospital program or that had excessive costs? 

Mr. Evins. This report relates to deficiencies in the VA hospital 
construction program. It is a report made by the General Accounting 
Office and says that the Corps of Enginers agrees that the plans and 
<pecifications; that is, in the VA hospital-construction program, were 
defective and not properly coordinated and that delays did result in 
inereased construction costs. I am asking you to what phase of your 
construction program this statement applies. 

Colonel Enear. Well, sir, about 40 hospitals, design and construc- 
tion of 40 hospitals was turned over to the Corps of Engineers, and we 
held 16, roughly, plus the conversions and additions, which was almost 
the equivalent to the same amount of money as the Corps of Engineers. 

The Corps of Engineers hired outside architects to design these 
hospitals on the known criteria of hospitalization at that time. 

As I indicated yesterday, the small staffs of the VA both construc- 
tion and department of medicine and surgery on an extensive pro- 
gram such as that, which was greater than this country had ever 
known, this country got the finest hospitals in spite of that state- 
ment, of any country in the world, and the veterans of this country are 
getting the best treatment of any country in the world. I think that 
in this great hospital program, the United States Government, in spite 
of heavy pressures, and crowding the program through, of seven or 
eight hundred million dollars from 1946 (and I believe the majority 
were completed by 1952), received an outstanding hospital program. 

Mr. Evins. I think we can all agree with that, Colonel Edgar. I 
believe that most everything that has been brought out in these hear- 
ings support the fact that we have a great veterans hospital, medical 
care and benefit program. I think these hearings have been whole- 
some for the committee, and also for the Veterans’ Administration. 

I think the VA has a very fine overall budget. The only additional 
observation that I should like to make is that I believe you could use 
a little more money for getting forward with replacement of some of 
these cantonment-type hospitals. 

Dr. Mippteron. Mr. Chairman, may I interrupt, please, sir. 

On page 18-1 for the record, I would like to correct one observation 
and that is under the items of net new funds requested for 1957. New 
hospital program is repeated for Washington and Cleveland. Both 
are replacement and not new operations in the strict sense. 

Colonel Epéar. They are in the new hospital program. 

Mr. Tuomas. That’s right. 

Dr. Mippieron. I do not wish it to appear as a new hospital. 
Mr. Tuomas. They are replacements. We understood that. 
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COST OF DRUGS 


Mr. Bouanp. I want to compliment the chairman on the way he has 
so thoroughly interrogated the Veterans’ Administration in the past 
few days. 

Dr. Middleton, on the question of drugs, is the VA using reserpine 
and thorazine? 

Dr. Mippietron. Recent developments over the past 3 years 

Mr. Botanp. Are they costly ? 

Dr. Mippteton. They are costly. 

Mr. Botanp. Are they being used extensively in NP hospitals? 

Dr. Mippteron. They are being used extensively in NP hospitals. 

Mr. Bouanp. I was going to ask about the waiting list on NP hos- 
pitals but you are going to put that in the record. If there is no 
waiting list for service-connected veterans, as you said, I believe, in 
VA hospitals, you have done a good job in cutting that down. 





ADMINISTRATION OF TNSURANCE PROGRAM 


On the question of the administration of the insurance program, is 
any part of that administrative cost chargeable to policyholders? 

Mr. Garpner. None of it. 

Mr. Botanp. It comes under these different departments ? 

Mr. Garpner. No, sir; the law provides that the cost of administra- 
tion shall be borne by the United States. 

Mr. Botanp. The law prohibits assignment of any part of the cost ? 

Mr. Garpner. Yes, sir. 


COSTS OF PROPOSED PENSION BILLS 


Mr. Botanp. What would be the cost of an indiscriminate $100 a 
month pension for world war veterans? Do you have any idea? 

Mr. Stone. To create a $100 a month pension 

Mr. Botanp. There is legislation pending now before one of the 
legislature committees which would grant a $100 pension to war veter- 
ans, to every war veteran. Does the Veterans’ Administration have 
any idea what the cost of that legislation would be ? 

Mr. Hieiey. We have that figure. It is part of a bill the Veterans’ 
Affairs Committee is considering right now. It is $500 million-plus, 
in the part of the bill where they would raise the allowable income, 
and so forth. The other bill, I think runs about $11, billion. 

Mr. Yates. The total cost or annual cost ? 

Mr. Hieiry. Annual cost. 

Mr. Stone. The initial cost was $580 million. 

Mr. Botanb. For what / 

Mr. Srone. Can you give us what you have on that, Mr. Brooks? 

Mr. Brooks, I read, it is in the report of the legislative proposals of 
the American Legion—— 

Mr. Hiciey. Tell them what the cost of $100 a month would be. 
That is what we are trying to get at. It is in that report. 

Mr. Brooxs. IT don’t know what the difference is. 

Mr. Knapp. I don’t have the precise cost on the $100 a month 
strictly age pension for World War I veterans aged 60 or over; it is 
well over $1 billion the first vear and might even be as much as $2 
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billion. You might get an idea of the relative relationship to a more 
moderate proposal comparatively. The so-called Legion proposal 
this year, introduced by Congressman Dorn and others, would provide 
somewhat increased rates, ranging from about 10 to 30 percent Increase 
over the present rates, and would, at the age of 65, provide substan- 
tially an age pension. Below 65, it would be as existing, a ertmeniee 
and total disability requirement. However, the Legion bill would 
retain the annual income limitations, somewhat liberalized. So the 
Legion bill, estimated to cost about $500 million the first year, does 
retain some of the limitations and requirements. 

Mr. Botanp. It would be well over $1 billion in your opinion é 

Mr. Hieiry. We, of course, did not know you were going to ask that 
question. 

Mr. Botanp. That is the question you all ought to be prepared to 
answer. 

Mr. Hietry. Of course, it is in flux now. We have only been asked 
for our opinion. But if there are 3 million world war veterans, plus, 
right at the present time, and if you are going to pay all of them, it will 
run up into $114 billion and $2 billion very quickly at $100 a month or 
$1,200 a year. You see, 1 million veterans would throw you into the 
billion dollar class. 


CONTACT ACTIVITIES 


Mr. Botanp. In the reduction of 64 positions to be made in the con 
tact service, | presume that is made af‘er very careful study of condi- 
tions in the particular office. You would not cut unless it was abso- 


lutely justified; would you? 

Mr. Stone. Closing the contact office ? 

Mr. Botanp. Not closing the contact office, but cutting the contact 
service out of the particular VA office. 

Mr. Stone. That is all based on workload. If they can maintain 
450 contacts in a town east of the Mississippi, in an office for contact 
employee, per contact representative, we allow it to remain open. If 
it is 350 or less, west of the Mississippi, we close them unless there are 
some isolated conditions that makes it maybe 75 or 100 or 150 miles to 
get the contact service. 

Mr. Botanp. The distance involved is an important consideration ? 

Mr. Sronr. That has been given very good consideration. Pres- 
ently there are about 27, I think, contact offices open. 

Mr. Botanp. In an area like Massachusetts, what would be the work- 
load for one contact officer in a VA local office ? 

Mr. Stone. We consider a fair workload 450 for a contact repre- 
sentative. In some parts of Massachusetts, some parts of the country, 
the load is much higher, but a fair load is that per month. 

Mr. Botanp. Off the record. 

( Discussion off the record. ) 

Mr. Boranp. I want to compliment the Veterans’ Administration 
on the manner in which it runs its program. It is a very difficult pro- 
gram to run, there is no doubt about it. I want to compliment the medi- 
cal service for the hospital it has up in the Northampton area, the 
Northampton Veterans Hospital. The manager of that hospital does 
an exceptionally good job and under very trying circumstances. So, 
too, does the regional office in Boston. There are probably few regional 
offices anyplace where there is greater pressure than in the Boston 
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office, and with the pressure it has and with the terrific workload it 
has, it does a magnificient job. 
Mr. Tuomas. Very nice. 


NUMBER OF OPERATING BEDS 


Mr. Putxies. I join with Mr. Boland in his comment that the chair- 
man asked the questions so thoroughly it does not leave much for this 
end of the table to ask about. 

Will you give me again, just for my information, the figures of the 
number of activated beds in the three categories now and then, say 
June 30, if there is any change; and then June 30 a year from now. 
Can you dothat? Probably your figure as of now would be December ; 
wouldn’t it? 

Mr. Scuoen. I will give you the June 30th figure for 1955, 1956, and 
1957. 

Mr. Puiuies. Give me now, just for my information, the total num- 
ber of beds in operation as of January 16. 

Mr. Scuoen. That is 121,110. 

Mr. Puiiures. Do you have it broken down into three categories ? 

Mr. Scnoen. Yes, sir. 

Mr. Pures. Give me that. 

Mr. Scnoen. TB hospital is 89,169; NP hospitals, 55,681; G. M. 
and S. hospitals, 56,040. 

Mr. Puiures. Can you give me the increase, say, in a year or so, 
whatever your last figure is? 

Mr. Scnoen. Generally, this figure would be about the end point as 
far as 1957 goes, in NP hospitals—the NP hospitals, I can give you 
that. 

Mr. Puiuurrs. I am talking about going back a year. How many 
did you increase it in the last year ? 

Mr. Scuoen. I can give you a pretty good guess on that. Forall NP 
hospitals, I can break it out between the new and the old. For fiscal 
year 1955, we had 54,215. 

Mr. Puiutes. In other words, you have been increasing at the rate 
of around 1,000 NP beds a year on that basis. Is there any regularity 
to it; do you expect it to increase another 1,000 next year ? 

Mr. Scnoren. No, it resulted primarily in the 6 new hospitals that 
we activated where we increased from 2,987 in 1955 to 4,239 in 1956. 
And in 1957, 4,715. 

Mr. Pups. Have you or the medical director estimated a peak, 
or the time when we would reach a peak in the NP demands? 

Dr. Mippieron. That is very difficult to say. 

Mr. Proimurps. Of course, we have the records after World War I 
on TB. I imagine that in World War II, it has changed by making 
it shorter. We don’t have the TB problem now. But in the NP’s it is 
practically new with us and many things are called NP cases today 
which in World War I would not have been classed as NP. 

We have no estimate, the time at which we will probably reach the 
peak of the NP demand? 

Mr. Scuogen. Estimates were made for the council of Economic Ad- 
visers. However, we did not attempt to project an increase in VA 
hospitalization in proportion to the probable increase in the numbers 
of veteran patients who would require such hospitalization. 
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AGED-INFIRM PATIENTS 





TRANSFER OF 


Mr. Puitires. Would you give me another figure which I think 
repeats what Mr. Yates asked; but I just didn’t catch the figure. 

We aos these aged-infirm who were in NP hospitals who re: ally were 
not NP cases but that was the only place they could get the best care 
at the moment. Those are being transferred to G. M. and S. or to 
wards especially prepared for them in G. M. and S.?- How many whe 
you transferred in the last calendar year or fiscal year / 

Dr. Mippteton. Overall, about 1,600. 

Mr. Puiuries. Has this table been put in the record ¢ 

Mr. Scuoen. It hasn’t been put in the record. 

Mr. Pures. I think that might be put in the record if that is all 
right, Mr. Thomas. 

The total figure is 1,621 and it is a very interesting table. There is 
one figure on it that I was going to ask you about. 

(The table referred to is as follows:) 


Summary of intermediate-type patients transferred from NP hospitals to 
G. M. and S. hospitals between July 1, 1953 and Dec. 31, 1955 









From July From Jan, From Aug 

1, 1953, 1, 1954, 31, 1955, 
Station to which transferred through through through Tota) 

Dec. 31, July 31, Dec. 31, 

1054 1955 1955 

Albany, N. Y 338 27 365 
Aspinwall, Pa _-- o4 64 158 
Beckley, W. Va_- 24 BD ts. 36 
Big Spring, Tex_- 24 24 
Buffalo, N. Y_--- 82 82 
Dearborn, Mich 58 58 
Erie, Pa__- 30 30 
F ayetteville, N.C. 25 33 58 
Fort Thomas, Ky 40 32 72 
Iron Mountain, Mich_- 40 10) 
Jackson, Miss_- 64 12 76 
Marlin, Tex an i nae , 18 45 93 
Ms artinsburg, —. Va...... bia 134 ; 134 
Newington, Conn... | 38 6 44 
Poplar Bluff, Mo 24 24 
Saginaw, Mich__--- ee 33 33 
Shreveport, La_- ‘ a ‘ ‘ 76 76 
Temple, Tex ae ana eiais ; 13 13 
Vancouver, W ash- beceesmawe : v4 25 119 
West Haven, Ce: acces ‘i veda | 86 ; Sb 
Total j = pa 897 602 122 1, 621 


FLEXIBILITY OF INPATIENT FUNDS 


Mr. Puitures. When we set up, made the separation in the budget 
items for the different categories, and that brought it under restric- 
tions as to the transfer of funds from one category to the other, we 
gave you a flexibility proviso at your own request for transferring 
patients from NP, I guess, and G. M. & S., domiciliaries, back and 
forth, and contracts. 

I want to know, first of all, how that provision has worked and then 
specifically how many people you have transferred back and forth 
that way. I wouldn’t suppose you would have that last record, would 
you? 

Mr. Scnoren. I think we can perhaps demonstrate this point. Dur- 
ing the fiscal year 1955 we took care of approximately 1,000 mor@ 
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patients than were budgeted for in the VA hospital program, that is all 
the VA hospitals and ‘there were reductions of 800 in contract hos- 
pitals. The same situation applies this year. We are probably going 
to have at least 1,000 less in contract hospits als than what was origi- 
nally budgeted and a higher patient load in our own hospitals. 

Mr. Puitiirs. The idea was good. It was your idea, but it really 
was good so that you did have a flexibility in that area. 

Mr. Scuoen. Yes, sir. 


PATIENT DAY COSTS 


Mr. Putiurs. Coming to this list you have on the big sheet which 
shows a breakdown of the hospitals by cost per day per patient, and 
dividing it as it was done some years ago, into four quarters, I think 
you are “having a little argument about ‘the terminology. I think the 
use of the word, “quartile” is incorrect. Did you ever look that up 
in the dictionary ? 

I think maybe that if it is all right with you, we will put that in 
the record again. We have done it in previous years. 

Will you see that it is fixed up to put in the record, the breakdown? 

Mr. Scnorn. Excluding the charts and just put in the tabulations. 

(The information requested is as follows :) 


IMPROVEMENT IN FUND UTILIZATION 


(a) The average di uily patient load in VA hospitals for fiscal vear 1955 was 
106,682, an increase of 3,191 over fiscal year 1954. During this period the full- 
time equivalent employment increased by only 2,070. This resulted in a decrease 
in the number of employees in VA hospitals from 1,090 per 1,000 patients for 
fiscal year 1954 to 1,077 per 1,000 patients for fiscal year 1955. The decrease of 
13 employees per 1,000 patients, or a total of 1,400 employees, at current salaries 
is equivalent to a savings of $6 million in annual operating costs and is reflected 
in the fiscal year 1957 budget estimate. 

(b) One of the factors stressed in the cost studies presented at the fiscal year 
1955 hearings was the wide range in per diem costs. Asa result of actions taken 
by the Veterans’ Administration, there has been a narrowing of this range as 
reflected in the following table: 


Difference 
between 
4th and Ist 


Average | of hospitals in— 
per diem 
cost of all 


Type of hospital and fiscal year 


| 
| | Average per diem cost | 
| 

| 


hospitals | 4th quar- | Ist quar- quartiles 
| tile ! tile 2 
in Til ats > 4 ie 
G. M. and S. hospitals: | | | 
1953 | $19. 09 | $25. 35 | $16. 27 $9. O8 
1955 (including pay raise) 18.91 | 22. 35 16. 73 | 5. 62 
___ 1955 (excluding pay raise) 18. 57 22.01 | 16. 39 | 5. 62 
gpm 8. 44 | 10. 60 7. 21 | 3. 39 
1955 (including pay raise) 8. 66 | 10. 74 7. 50 | 3. 24 
1955 (excluding pay raise) 8. 50 10. 58 | 7. 34 | 3. 24 
TB hospitals: 
1953 15. 50 | 18. 94 13. 88 | 5.06 
1955 (ineluding pay rais 15. 73 17. 36 14, 81 2. 55 
1955 (excluding pay raise) 15. 44 | 17.07 14. 52 | 2.55 


1 Highest. 
2 Lowest. 


NOTE. This and other comparis ns in this paper are based on experience of only those hospitals included 
in the est stwies diseussed by the Subcommittee on Indenendent Offices Appropriations of the Committee 
on Appropriations, House of Re oresentatives, during hearings on the fiscal year 1955 budget. Certain new 
hospitals were «xcluded from the study because they were in various stages of activation. 
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This narrowing of the range in per diem costs is further illustrated by the 
following frequency distributions which indicate separately for hospitals of each 
type the number whose per diem costs vary by the indicated amounts from their 
fiscal years 1953 and 1955 group averages. 


Number of hospital by type 


Difference between per diem cost of each hospital and G. M.and 8S | NP rB 
average per diem cost of all hospitals of similar type a : 
1953 1955 | 1953 1955 ! 1953 1955 
Average per diem cost $19.09 | $18.91 $8. 44 $8.66 $15.50 $15.73 
Greater than average per liem cost by 
$8 or more 4 2 0 0 ( 0 
$7 or more 6 } ] l 0 0 
$6 or more 11 3 l l 0 0 
$5 or more 17 7 l 1 l 0 
$4 or more 24 13 2 l 2 0) 
$3 or more ; 29 Ls - . ¢ . 
$2 or more ‘4 29 1 { { 2 
$1 or more 42 3% fi } 
$0,01 or more 53 52 16 Lf ! 
Equal or less than average per di m cost by 
Equal or more 30 31 0 0 0 0 
$0.01 or more 0) {0 is 19 ) 5 
$1 or more 23 16 7 7 4 
$2 or more a 14 Q 0 0 l 
$3 or more 6 5 0 ( { 
$4 or more 4 2 0 0 ) ( 
$5 or more 2 2 0 0 ( 0 
*6 or More ‘ . 2 1 0 ( ( 
$7 or more 2 l 0 0 ( ( 
$8 or more... ] l 0 0 0 
Total number of hospitals 83 53 | { } 19 


! Includes pay raise. 


Thus, during fiscal year 1953, 35 of the 83 G. M. and S. hospitals included had 
per diem costs which were more than $3 greater, or more than $3 less, than the 
average per diem cost of G. M. and 8. hospitals included in the analysis. During 
fiscal year 1955 only 23 G. M. and S. hospitals included in the analysis had per 
diem costs which differed from the average by more than $3. 

(c) There are a number of operating factors (such as patient turnover rate, 
size of hospital, diagnosis, and age of patients, etc.) which cause differences in 
per diem costs among hospitals. In past cost studies it has been difficult to assess 
the possible importance of these factors because of the problem of determining 
the extent to which they affect programs and consequently cause variation in per 
diem costs among hospitals. At the present time the Veterans’ Administration is 
conducting a study which is designed to determine measures of the importance of 
these various factors. (These measures have been referred to as coefficients or 
weights). Such a determination should assist in analysis and the further 
improvement of fund utilization. 
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Comparative analysis of operating costs, fiscal years 1953 and 1956 


TB HOSPITALS 


Quartile averages 


| All hos- 























Ist | | 3d | 4th pitals 

Fiscal year 1953 per diem cost pines aie iint $13.88 | $15.37 $16. 16 $18. 94 | $15. 50 
Fiscal year 1955 per diem cost: | 

Including pay raise ee ; 14. 81 15. 59 16.15 17. 36 | 15. 7% 

Excluding pay raise - - --- oe 14. 52 15. 30 | 15. 86 | 17.07 | 15, 44 

| 
NP HOSPITALS 

sete pelo eammia aah : T 
Fiscal year 1953 per diem cost___........----- i $7. 21 7. 89 $8.70 | $10. 60 | $8. 44 
Fiscal year 1955 per diem cost: 

TON SOT RIOD odo cnccceotaccunmaaan 7. 50 8.18 8. 82 10. 74 | 8. 66 

Excluding pay raise - spetblaudis salad vou 7. 34 8. 02 8. 66 10. 58 | 8. 50 

G. M. AND 8S. HOSPITALS 

adikatndatiantiinbetiedttansniniic saiaaandin : ea —— —— = 
Fiscal year 1953 per diem cost_..........----- $16.27} $19.27 | $21.41] $25.35] $19.09 
Fiscal year 1955 per diem cost: 

Including pay raise............-.-- Samabanee 16. 73 18. 96 20. 85 22. 35 | 18. 91 

I i ne neces winwwas 16. 39 18. 62 20. 51 | 22.01 | 18. 57 


Comparative analysis of operating costs, fisca 


TB HOSPITALS 


l years 


HOospPITaLs WITH FISCAL YEAR 1953 PER D1iEM Costs IN IST QUARTILE 


| 


1953 and 1955 





Average daily patient Average — 
load monthly | Per diem cost 
las a ae Pee Bee its ees Ss. 
Hospital | rate, fiscal | 
Fiscal year | | Fiscal year | year 1955 | Fiscal year Fiscal year 
1953 1955 | (percent) | 1953 1955 

aa a _ = fe * oz aN - | a = are de. - to fi SI 
Rutland Heights, Mass- 579 | 550 | 2] $12.94 $14. 02 
Sunmount, N. Y- 496 | 427 18 | 13. 83 | 16. 34 
Castle Point, \s e : 530 489 12 | 13. 98 | 14. 57 
Kerrville, Tex- Pt! 390 398 22 | 14. ¢ 14. 74 
Livermore, Calif 507 494 | 16 14. 51 | 14. 65 

Average for Ist quartile: 
Including pay raise__ a ot 0 ei Oi betel 13. 88 | 14. 81 
Excluding pay raise -_--_- SEuuSl ud dd tical ddindaowemast datatoencan 13. 88 14. 52 

HOspPItALS WITH FISCAL YEAR 1953 PER DIEM COSTS IN 2D QUARTILE 

Butler, Pa 438 | 463 | 12 | $15. 18 $14. 79 
San Fernando, Calif_- 478 488 | 14 | 15, 32 15. 31 
Excelsior Springs, Mo.. ie 216 | 209 | 16 | 15. 34 16. 00 
Oteen, N.C. 1, 316 1, 276 | 34 | 15. 44 | 15. 92 
Waukesha, ia 203 | 199 | 13 | 15. 51 | 15. 65 

Average for 2d quartile: | | 
Including pay raise-- ick Cada haeae eas cacaksé banal 15. 37 15. 59 
Excluding pay raise __- satin canna dead cate 15. 37 | 15. 30 


i 
; 
: 
' 
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‘omparative analysis of operating costs, fiscal years 1953 and 1955—Continued 


HOSPITALS WITH FISCAL YEAR 1953 PER DrEM CosT IN 3D QUARTILE 


Average daily patient Average Por a 
load monthly ———s 
smite turnover 
Hospital rate, fiscal 
Fiscal year | Fiscal year; year 1955 | Fiscal year | Fiseal year 
1953 1955 (percent) 1953 1955 
Memphis, Tenn 285 278 28 $15, 52 $15. 74 
Brecksville, Ohio 260 285 15 15. 63 15. 54 
Walla Walla, Wash | 335 357 24 16.19 15. 92 
Whipple, Ariz 316 324 32 16. 47 16. 43 
Outwood, Ky 230 158 20 17. 25 17. 89 
Average for 3d quartile 
Including pay raise 16. 16 16.15 
Excluding pay raise : 16. 16 15. 86 
luesonm, Ariz 366 366 41 17. 52 17. 20 
Fort Bayard, N. Mex 197 193 35 18.19 18.12 
Madison, Wis 283 396 12 19. 69 17. 22 
Batavia, N. Y : 180 217 a 20. 77 17. 22 
A verage for 4th quartile 
Including pay raise 18. 94 17. 36 
Excluding pay raise 18. 94 17. 07 
NP HOSPITALS 
HoOspitaALs WITH FIscCAL YEAR 1953 PER DigM CosTs IN FIRST QUARTILE 
St/Coud, Minn saat 1,344 | 1, 332 2 $6. 74 $7.11 
Battle Creek, Mich 1, 981 | 1, 991 3 7.05 7. 50 
Northport, N. Y é | 2, 310 | 2, 396 | 2 7.07 7.22 
Chillicothe, Ohio 2, 101 2, 040 3 7.10 7.47 
Knoxville, lowa 1, 514 1, 496 2 7.32 7. 66 
‘Tomah, .W.ise 1,117 | 1, 130 3 7.37 7.43 
Gulfport, Miss __ -_- - -- 1, 080 | 1, O85 5 7.42 7.74 
Canandaigua, N. Y saa wemaeae 1, 604 | 1, 617 2 7.48 7. 58 
Danville, Ill . 1, 631 | 1, 638 4 7.55 7.94 
— —— - 
Average for first quartile: 
Including pay raise : ssid | 4 7.21 7. 5O 
Excluding pay raise | aenakh 7.21 7. 34 
Hospitals WITH FIscAL YEAR 1953 PER DIEM COsTs IN SECOND QUARTILE 
; | | 
Coatesville, Pa_......... : | 1, 852 | 1,815 2 $7. 63 $8. 12 
Bedford, Mass ; wacl 1, 762 1, 750 2 7. 67 7. 87 
Murfreesboro, Tenn... | 1, 084 | 1, 062 3 7. 69 7.81 
Oy, ee ere 1, 948 | 1, 966 | 5 7.82 7.92 
Roseburg, Oreg__.. -- -- sekewee — 585 627 3 7. 95 7.99 
Marion, Ind___.--- | 1, 645 1, 594 2 8. 07 8. 46 
Northampton, Mass___----. ; 1, 075 1, 065 2 8.14 8. 48 
North Little Rock, Ark 1, 996 | 1, 984 6 8, 22 8. 61 
Average for second quartile: 
Including pay raise_- Tins ee = er 7. 89 | 8.18 
Excluding pay raise _- --. ti vaaankusiahiatae Bild em nanioueae nieiaie 7.89 8. 02 
HospitaLs WITH FIscaAL YEAR 1953 PER Diem Costs IN THIRD QUARTILE 
Nr ot a acccmnanenn 1, 770 1, 708 11 $8, 27 $8. 69 
Fort Meade, S. Dak__......---- bx ccobs geen a 670 697 1 8. 56 8. 81 
pe eee 855 856 2 8. 65 9.14 
Roanoke, Va-.......---- ee acne lin mane: 1, 852 1, 859 8 8. 67 8. 79 
Fort Lyon, Colo acacia teed wade ied 747 749 3 8. 67 8. 62 
Lexington, Ky_. ‘ i 1, 103 1, 090 4 §. 67 8. 80 
Palo Alto, Calif Ponte “ 1, 321 | 1, 325 4 8. 70 8. 85 
(hy See eee | 1, 937 1, 966 2 8. 96 9. 09 
Montrose, N. Y .- caine ----| 1, 511 1, 655 3 8. 98 8. 62 
Average for third quartile: 
Including pay raise “a iwkbwehe ies anes ax eehabixccln adiciaadamen 8. 70 8. 82 
a ne er ae nn aaah wn uhawaretalle iewadvigeniam 8. 70 8. 66 
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Comparative analysis of operating costs, fiscal years 1953 and 1955—Continued 


HospitaLs WITH FiscaL YEAR 1953 PER Diem Costs IN FourtTH QUARTILE 


Average daily patient 


Hospital : 


lo 


ad 


| Fiseal year | Fiscal vear 


Averave 
monthly 
turnover 

rate, fiscal 
year 1955 


Per diem cost 


| 


Fiscal year 


Fiscal year 

















1953 1955 (percent) 1953 1955 
Tuskegee, Ala_.__- 2,041 2,014 14 | $9.09 | $9. 37 
Downey, Ill____- 2, 151 2, 236 4 9. 28 9. 59 
Tuscaloosa, Ala 890 912 11 | 9. 46 9. 45 
Sheridan, Wyo 641 645 2 9. 63 9. 61 
a 904 966 17 10. 72 10. 84 
Augusta, Ga 1, 455 1, 521 15 | 11.07 11.03 
Togus, Maine ae 748 768 25 | 12. 50 12.35 
Topeka, Kans.__..-.__--_- : 1, 023 1,045 23 | 15.91 15. 99 
Average for fourth quartile: | 
Including pay raise 10. 60 | 10. 74 
Excluding pay raise J Ahead | 10. 60 10. 58 
G. M. AND S. HOSPITALS 
HOsritaLs WITH FiscaAL YEAR 1953 PER DiEM Costs IN FIRST QUARTILE 
! 
Fort Thomas, Ky 377 | 341 17 | $10. 66 $8. 11 
Mount Home, Tenn 557 540 61 11. 52 13. 27 
ee ee 724 727 34 | 14. 44 14. 99 
Dayton, Ohio 900 864 45 | 14.75 | 16. 12 
Temnle, Tex ec aes Z 599 | 680 50 15. 30 | 15. 38 
Long Beach, Calif. ___- 1, 425 1, 444 58 15. 46 15. 83 
vg Sy ees é 460 | 486 AQ 16. 32 17. 16 
Fayetteville, N. C__....._..- 322 | 309 195 16. 45 16. 92 
Hot S»rings, 8. Dak 213 196 59 16. 51 18. 86 
Dearborn, Mich__- 840 | 746 77 | 16. 63 | 18, 28 
Bath, N. Y : | 341 | 316 56 | 16. 75 17. 67 
Fort Howard, Md — 399 | 393 76 | 16. 98 17.99 
Woo, Wis_-_- 1, 032 | 1,077 57 17.03 | 16. 94 
Albany, N. Y_- -| 657 | 871 | 44 | 17.04 | 16. 56 
SINR WR cpsdiSiel see neniesineewins 378 | 502 40 | 17. 14 16, 41 
DPR TI ices ccennon cea 199 | 201 97 17. 39 | 17. 96 
Hines, Il ay js _, 2, 469 1, 987 55 | 17. 50 | 19. 18 
Albuquerque, N. Mex__--------- 426 467 60 | 17. 68 | 17. 76 
Oakland, Calif. __- 625 | 629 83 17. 70 | 18. 25 
Buffalo, N. Y_-.--- 669 | 835 | 54 | 17. 89 16. 39 
Average for first quartile: 
Including pay raise Saunt ae coe cawell soene ae 16. 27 16. 73 
Excluding pay raise_ te a a RS ae 16. 27 | 16. 39 
| ' 
HOsPitats Witt FiscaAL YEAR 1953 PER DizM Costs IN SECOND QUARTILE 
Alexandria, La 422 430 68 $17. 90 $17. 89 
Vancouver, Wash__-__- 456 407 73 18.01 19. 40 
Mec¥Finnev, Tex__- 539 | 515 87 18. 06 19. 07 
Columbia, 8. C ene 476 461 85 18. 33 18. 65 
Dublin, Ga ee 313 | 340 87 | 18. 64 18. 01 
Providence, R. I___- 345 | 332 94 18. 67 19. 61 
Fayetteville, Ark___.__-- heat 205 | 213 106 | 18. 68 18.12 
Montgomerv, Ala SE 242 | 245 110 | 18.73 18. 85 
Muskogee, Okla___---- 284 | 313 125 | 18. 95 17.91 
Marion, Il 162 161 96 19. 00 18. 61 
Lo ke ee a 430 | 450 106 | 19. 12 18. 63 
Wilkes-Barre, Pa__.-.-.-..-- Se oe 385 | 428 58 | 19. 19 18. 47 
Houston, Tex sabe scala tan oem 773 1,001 75 19. 43 18. 75 
Memphis (Kennedy), Tenn__- iis 1, 104 1,099 95 | 19. 49 18. 91 
Coral Gables, Fla___.__-__-- ae 399 | 415 97 | 19. 58 19. 98 
OTR eso Jota 174 | 178 91 | 19. 64 19.19 
Ja°*kson, Miss ‘ 407 469 91 19. 79 18. 2) 
Broo‘lvn, N. Y_- 780 452 59 19. 82 19. 64 
Cleveland, Ohio i ; ‘ 680 | 727 80 | 19. 85 19. 58 
Richmond, Va_- 877 891 62 19. 96 19. 36 
Little Rock, Ark_._..--- 353 400 110 | 20. 04 19. 33 
Aver ige for 2d quartile 
Incliding pay raise me = toenecd 19. 27 18. 96 
Exclu ling pay raise__- zee eae a esol 19. 27 18. 62 
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Comparative analysis of operating costs, fiscal years 1953 and 1955—Continued 


HospPitaLs WitH FiscAL YEAR 1953 PER Diem Costs IN THIRD QUARTILE 











Average daily patient Average » es 
” leat ; monthly Per diem cost 
Hospital |_—_---- ae ten 
Fiscal year | Fiseal year | year 1955 | Fiscal year | Fiscal year 
1953 1055 (percent) 1953 1955 

eum shia * |—— 
SN he ie ng oe Se 185 | 178 98 $20. 12 $20. 67 
SEEING THEM og ocak, hh cha cddddsdes 490 | 488 | 83 20.15 2. 24 
I ie ic cirncnentntenresaimadtimeenal 167 | 160 91 20. 59 21.10 
PEON... nice cee 447 499 90 2. 65 19. 70 
Se Se a ae ee 1, 240 1, 270 66 20. 73 19. 89 
Ry Ce oo 2. et cheecadnen 204 213 | 85 20. 90 0. 57 
Minneapolis, Minn_................-.-...- 813 | 827 78 20. 95 21.39 
ert FeROOO. SIRI ok. ence cnndedonesenn 368 376 07 20, 96 21. 47 
WN IN tae cwddbiankdscssoaete | 123 132 101 21. 10 20. 07 
Se ee 180 1A5 lil 21.18 23. 06 
Indianapolis, Ind__.._......_- wee a 358 420 99 21. 27 20). 38 
Cheyenne, W yo. a a | 132 112 143 21.77 23. 09 
Me 185 | 205 4 21. 87 20. 59 
a US eee | 432 435 75 22. 11 21. 22 
Rigas Fame G. Lek... cccceses aid 182 194 103 22.11 20. 08 
Cane ee te 307 378 84 22. 66 19. 20 
Big Spring, Tex. --.-- 5 eh hae caiteeietin 132 158 | 120 22. 89 19. 47 
tO ae bb aie NE Basia sec al athe 262 297 93 23. 05 21.90 
Des Moines, Iowa te ss eee a 304 296 134 23. 26 22. 55 
SOOO, WES. UML. occa aids abbotonbsdinlnn dase 123 132 132 23. 39 21.75 
po ES ee a ee ee ae | 291 280 117 23. 50 24. 69 

Average for third quartile: | 

Including pay raise..............]......_-- Fh eh 21. 41 20. 85 
Excluding pay raise. ............|....... tt, dee reas) 21. 41 20. 51 


2p : 7 rec Ver ons pn > ‘ > 1 ' Dry 
HospitaLs WITH FIscaAL YEAR 1953 PER D1iEM Costs IN FOURTH QUARTILE 





ee eee 194 185 9i $23. 34 
CGR Se, ONG. « chsh cone neces sten 114 118 100 21. 9 
a a eee eee Pee TeTy 645 | 807 107 20. 55 
Phoenix, Aris. ........- cepa amine mae 160 | 174 120 23. 76 
CIN I, Wh me ae 136 142 05 21. 89 
White River Junction, Vt___.___._._____- 167 154 145 26. 83 
UN I Sek es ee 118 | 127 89 21. 48 
Br Sie 179 277 | 142 21. 59 
ROE SUD Sadek sda nead comcnciea se 192 252 25 21. 06 
Seattle, Wash____ ae 237 271 91 22. 82 
Iron Mountain, Mich_ isc deealelciis eens ail 133 | 140 | xg 22. 83 
fo te ei oe ze 260 386 x3 21. 38 
Popk ir Bluff, Mo_. Sada ecrectee il : 111 28 154 22.10 
Salt Lake City, U Ra ese 2 2 149 153 125 24. 33 
San Me eee se ce Soot tack. So 181 | 179 | 152 28. 03 
Ee Se eS 117 116 105 24. 33 
Huntington, W. Va_._____- ee Ae eee 141 147 105 23. 44 
FROME ON Bl oon cckkncnce ae 105 122 113 24. 84 
Now (reams, $4...-5.<24..00.-. ; 372 448 | 76 19. 47 
i ar rr ae 56 56 O7 31.13 
Oy a fy | RE ee ee Oe 50 7 123 23. 60 
Average for fourth quartile: | 

Including pay raise___........___|__- 4 aa inte Vacate 25. 35 22. 35 
Excluding pay raise. ........._- SPURS oe a eae ee 25. 35 | 22. 01 


EFFICIENCY OF HOSPITAL MANAGERS 


Mr. Putters. I will ask this of the Administrator, the Medical 
Director, have you been able to sort of hold this up to these managers 
and say, “Now, look here, this isn’t a very good record for you. You 
are in the wrong quarter and are you doing y anything about it?” And 
if they don’ tw ant to do anything about it—I will give you an illus- 
tration in California so it wouldn’t offend any of my friends on the 
committee. You had a manager out there who didn’t care to pay any 
attention to a matter of that kind. 

Dr. Mippteron. Mr. Schoen can answer. 
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Mr. Scuoen. I would say this: that we do stress the cost aspect on 
a voluntary basis because we feel that stations are best able to evaluate 
their programs and plans for nursing and dietetics and so on. But 
when we come to the point where it requires us to take direct. action, 
wedo. We fix asum of money for the hospital’s budget and say where 
you are out of line, and follow that up from the area medical office. 
The tabulations demonstrate that reductions have been made at many 
hospitals. 

Mr. Puttures. I will put it in the very simple language, do you ever 
transfer a manager because he wasn’t attempting to improve his cost 
per day on the basis of the figures applying to his hospital ? 

Mr. Hiciey. The manager who does that, Mr. Phillips, is also a man- 
ager who may do other things that we don’t like, so his chances are 
that he would get moved. 


NEW HOSPITAL PROGRAM 


Mr. Puiiiirs. When do you expect to have the Cleveland hospital ? 
You are building two there, G. M. and S. and NP—when do you expect 
to have them open to present schedule, either one or both ? 

Mr. Epear. Probably the NP hospital will go out to bid a year from 
the time we get it from the Bureau of the Budget. The sketches and 
justifications are in there now. 

Mr. Puriiirs. How long will it take to build it ? 

Mr. Enear. Two and a half years. 

Mr. Puiurrs. How about the G. M. and S.? 

Mr. Epcar. We are asking for technical services, we will get those 
plans prepared and the money will be requested next year and that 
will be in—sometime in 1957, I believe, sir. 

Mr. Putuirs. How about Oakland, the substitution? Do you have 
money requested for Oakland? When do you expect to begin to build 
there? 

Mr. Epear. In the same circumstances we are asking for the tech- 
nical services, about the same time, sir. 

Mr. Pues. As I understand it, you have the property either 
located or actually purchased where you expect to put these hospitals? 

Mr. Epear. Not purchased; no, sir. 


CIVIL DEFENSE OBJECTION TO VULNERABLE SITES 


Mr. Puitties. Are you still having arguments with the Adminis- 
trator of the Civil Defense Administration as to where he thinks you 
ought to put a hospital ? 

Mr. Epear. We are attempting to reach solutions of these problems. 

Mr. Puituips. Does the law give you the authority to locate the 
hospital or him ? 

Mr. Hietey. I think we might as well cover all three. We are still 
in the same boat. 

Mr. Puuuips. I was going to ask about Washington next because 
I understand you have the location in Washington. Am I right that 
you own it? 

Mr. Hiciry. That applies to Cleveland, too. We own a piece of 
property in both Cleveland 





Mr. Puinuies. Wade Park ? 
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Mr. Hieiey. You see, the difficulty is evaluating the possible dis 
aster that might result from an attack. As you know, we are under 
instructions not to build within this vulnerable zone. Now, we are 
in a peculiarly difficult spot with respect to Washington and for that 
matter it would apply to Cleveland, too, in that they are in the pro 
hibited zone. 

Now, there is a provision that is mentioned that we could have pro 
tective construction. Colonel Edgar, we don’t have that in black and 
white, do we? De we know except in a general way what protective 
construction will be required ? 

Mr. Epear. Just the general statement. 

Mr. Hierry. Any way it is akin to a core for protection. Whether 
it is good, bad, or indifferent is something we can’t argue. It will 
cost money. 

We are in very peculiar straits on, well, I think you could add Oak- 
land and Washington in particular. Last summer we tried to get 
this cleared up once and for all from Dr. Flemming. We were told 
that we could use our judgment for the good operation of a hospital. 
We could use our judgment in spite of that ruling. 

Mr. Puuxres. In spite of the Civil Defense ruling ? 

Mr. Hieiry. If we needed to put a hospital in a place where doctors 
were available and where all other work could be better carried on, we 
could make that decision; the calculated risk would be our judgment. 
We would have to take the responsibility for that. 

We decided that we would use the Wade Park site in Cleveland 
and the Soldiers’ Home site in Washington. That was our judgment. 
And that was along about the time that these figures were being 
firmed up. 

Now, more recently, in fact, this year, it appears that we can only 
build on these sites we have if we put in this protective construction 
and I am not 

Mr. Tuomas. What is in the language of the act setting up Civil 
Defense that gives the Administrator of Civil Defense or anybody in 
his organization the right and authority to tell the VA or any other 
agency what they can build, where they can build and under what 
circumst: unces they can build? Can you put your finger on anything 
in the act that gives them that authority ¢ 

Mr. Hicrry. I am unable to answer that. 

Mr. Tuomas. Is there anybody in the Legal Division here who can 
put their finger on that ? 

Mr. Ostertac. Dr. Flemming is head of the Office of Defense 
Mobilization and not Civil Defense. 

Mr. Tuomas. That is right. Is there anything in the basic act of 
Civil Defense that gives the Administrator of Civil Defense that 
authority ¢ 

I have read it once or twice. I can’t find it. Maybe I have over- 
looked it. 

Mr. Epear. I have here from the Executive Office of the President, 
Office of Defense Mobilization, a letter that went out to all depart- 
ments, I think it is just being circulated now. The subject is “Dis- 
persion, and Protective Construction, Policy, Criteria, Responsibili- 
ties.” In the first paragraph: 





By virtue of the authority vested in me pursuant to the National Security 
Act, 1947, as amended, the reorganization plan No. 3, effective June 12, 1953, and 
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the Defense Production Act of 1950, as amended, the following policy, criteria, 
and assignment of responsibilities for dispersion and protective construction 
are promulgated. 

And it gives the policy and the criteria. And in this letter that 
ACK -ompanied it, and this is ODM order Roman numeral I-19, January 
11, 1956, that I was reading from. 

In the last paragraph: 

I am sure that in making a determination as to whether an exception is justi- 
fied, you will satisfy yourself— 
this is to the head of the agency— 
that the practical considerations on which you base your decisions are both fac- 
tual and compelling. If you find it necessary to locate closer to the heart of a 
target than is desirable for security purposes, locations which offer the most pro- 
tection by means of ground environment should be explored, suitable protective 
construction features should be concluded and a statement of the factual basis 
for the exception filed with the Office of Defense Mobilization in order that the 
President may be kept informed of the progress and the application of this policy. 

Mr. Tuomas. The trouble is stemming from the Office of Defense 
Mobilization by virtue of some authority that office has delegated to 

Civil Defense. But I thought the National Production Act, gave to 
i President certain authority but they were of a standby nature. I 
didn’t think that act gave to even the Office of Defense Mobilization 
the right to attempt. to regulate construction and location of projects. 
I thought that was only an emergency power that was granted to the 
President and it was of a standby nature. 

Mr. Epcar. ODM has delegated to the Commerce Department in 
the Office of Area Development, as the office where the agencies are 
to be guided in the selection of a location for a house or a factory or 
whatever it happens to be. And without disclosing what is in that 
area, they will tell you, it is my understanding from the member of 
the Office of Defense Mobilization, that they know that there are criti- 

eal security items in that area and they will say, without disclosing 
hier presence whether or not the location is desirable. 

Mr. Tuomas. Will the ODM order only apply to governmental 
agencies or will it apply to industry generally ¢ 

“Mr. Epear. It applies to the Army, also in its—I am not a lawyer— 
I just feel that that is what it says here, that the Army will see in their 
contracts that those factories are favored in the less vulnerable areas. 

Mr. Tuomas. The question I asked is whether the ODM order ap- 
plies to anybody but Government agencies. 

Mr. Hieiry. I think it applies to outside concerns if they are getting 
Federal money. It can apply to them if they are using F ederal money 
in whatever the construction m: Ly be. 

Mr. Puiiuirs. I thought that was interesting. Did you finish, Mr. 
Higley ? 

SITE FOR WASHINGTON HOSPITAL 


Mr. Hiciey. I was going a long way around. I was getting to the 
main point here. As far as this site here is concerned, Soldiers’ Home 
site, which we have had for quite a long time, we could use another 
site. We couldn't honestly say that is the only site we could use 
as far as this area is concerned. And now that they have made this 
a little more positive again, we are in a position where we should 
develop or consider another site to play ball as they have laid out the 
rules. But now we find ourselves in a peculiar situation. In this 
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appropriation you will give us money to start planning the Washing 
ton hospital, if this passes. But if we don’t have the site we will use, 
we don’t have money to buy one. You see—— 

Mr. Pius. Because you own the old site-— 

Mr. Hieiry. The old site we can turn over to GSA and if they 
dispose of it, the returns will go into the Treasury. We were relying 
on using that site even when these figures were being built up. But 
at this moment I really believe that we will have to honestly say, “ves, 
we can go to another site.” That will be quite satisfactory to us, for 
our operations. 

In this case we should also have money to buy or be given the privi- 
lege of buying another site. 

Mr. Tuomas. Maybe ODM will give you the money. 

Mr. Hieitey. They haven't suggested that. 

Mr. Puiuures. I don’t mean to be frivolous but it may sound 
I would like to know who in ODM or who in Civil Defense is so sure 
that any bombing attack on Washington is going to be so accurate 
and so pinpointed that a location at the Soldiers’ Home is unsafe 
and we will say the Navy hospital out at Bethesda is perfectly safe. 
They couldn’t shoot a bomb across from French soil to London with- 
out overshooting London in the war, do you remember / 

How are they going to pinpoint this bombing by firing a missile 
from 3,000 miles away or flinging it from ten to thirty thousand feet 
in the air and have somebody say, well, a location at the Soldiers’ 
Home is not safe but say the naval hospital at Bethesda, or a veterans’ 
hospital in Maryland, or Virginia, is perfectly safe, you ought to put 
it there? 

Mr. Hiciry. Well, the difficulty is, it is anybody’s guess. It is 
equally difficult to say that anyone is wrong. It is so hypothetical 
that almost anybody could be right, I suppose. 


BXPERIMENTAL WORK FOR THE BLIND 


Mr. Puiturres. I have no more questions but I would like to make 
about a 2-minute statement just for the information of the committee. 

I noticed in yesterday’s transcript, that we were talking about new 
experimental work for the blind and so I asked the Medical Director 
to find out what we were doing, particularly because I saw my own 
college listed and I didn’t know what they were doing up there. It 
is a small college. I thought I knew pretty much what it was engaged 
in. I find it has a spec ialist in the physics department, and he himself 
is blind, and starting with the small core we have now developed, the 
United States has developed, with these new transistors, a very small 
hox that you can carry in your hand, the blind man walking along 
the street carries in his hand. It is like a personal radar, as he walks 
along with this little box in his hand. 

It used to be such a big device you would have to wheel it on a small 
cart but with these little transistors you now put it in your hand and 
when a little gadget begins to tap on the first finger, that means the 
object he is about to bump into is so many feet away. If it taps on 
the second finger, it is a little nearer and if it taps on the third finger, 
as he carries it, it is still nearer and the fourth finger is being saved 
to see if they can tell when he is about to step off the curb. He carries 
this little thing in the hand, just a tiny little box and he can walk on 
down the street with a personal radar. 
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I had not heard of it before and there is no point in filling the 
record with anything like that, but it strikes me as being a very 
interesting ac ‘hievement in which the Veterans’ Administration re- 
search and medical arm has apparently cooperated by helping develop 
the device and putting up the money. 

Mr. Tuomas. That is wonderful. That is really getting some- 
thing. 


TOTAL VA BUDGET REQUIREMENT 


Mr. Osrerrac. First, I want to pay tribute to you Mr. Higley and 
your organization for the job, I believe, you are doing and it seems 
that to a certain extent the veterans’ problems and the problem in- 
volving veterans service has been fairly well stabilized. We do not 
hear the furor that we once did about the many complexities of the 
program. If I understand correctly, Mr. Higley, the overall budget 
for the Veterans’ Administration including all benefits for this next 
fiscal year amounts to $4,719 million, is that about correct ? 

Mr. Hietry. Yes, sir. 

Mr. OstertaGc. As compared with fiscal 1956, which was $4,717 mil- 
lion, that constitutes an increase of about $1,600,000. In other words, 
it is approximately the same amount as the year before. Now, despite 
the fact that your overall budget is about the same, your obligations 
for compensations and pensions are estimated to be increased about 
$87 million. Is that correct? 

Mr. Wetts. That is right. 

Mr. Ostertrac. And your requirements for hospitals and domiciliary 
facilities has increased about $17 million ? 

Mr. Wetts. That is right. 

Mr. OsrertaG. Despite these increases your total budget remains 
about the same ? 

Mr. We tts. That is right. 

Mr. Osrerrac. That means that there has been some reductions ef- 
fected in other areas of your general operations? Am I correct in 
saying that? 

Mr. Kersey. That is right, sir, with a slight reduction possibly in 
some areas. 

Mr. Ostrertac. The general area of the VA services and functions 
has been well covered, however, I want to ask the question of whether 
or not the Veterans’ Administration, in achieving this balance, was un- 
duly squeezed by the Budget Bureau, in connection with the goal of 
balancing the budget. Are the veterans’ benefits, facilities, and serv- 
ices sacrificed in any way to achieve that balance ? 

Mr. Hiertry. I don’t think they were, I believe that we have had a 
healthy reduction in the cost of operations. I will go even a step fur- 
ther. I think further reductions can be made. While some might 
feel that the Bureau of the Budget was putting the squeeze on us, the 
fact still remains that ofttimes where they squeezed was where we 
found that it was a very legitimate squeeze. So I think it has been a 
healthy push rather than a squeeze if that is the important part of 
your question. 

Mr. Osrertac. Of course, the big bulk of your budget constitutes 
benefits which are an obligation of the Federal Government and these 
obligations must be met in any event. Your estimates, you feel, are 
fairly correct in the light of the current requirements. 
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PROJECTION OF PENSION COSTS 


Has the Veterans’ Administration projected the cost of veterans’ 
pensions and benefits into the future ? 

Mr. Hieiry. As they now exist today ¢ 

Mr. Osrertac. Have you ever made a study which would indicate 
what is ultimately going to happen, what the costs are going to be, 
what the obligations will be on a long range basis ¢ 

Mr. Hictry. We have done some ‘studying. A study must always 
be on the basis that we will not have another war, and that existing 
laws remain unchanged. Also, of course, mortality rates must follow 
the usual pattern. There is, of course, considerable guesswork in- 
volved. 

Mr. Osrerrac. Of course. You would have to do it on an estimated 
basis and in the light of existing law. You would base such a study, 
I assume, on the basis that no emergency would develop in the interim. 

How far have you developed such studies and to what distance in 
the future ¢ 

Mr. Monk. We have gone up to the year 2,000 at 5-year intervals. 
In some of our projections, that is. Those are subject to a lot of 
questions. 

Mr. Osrerrac. We hear a great deal of speculation about what is 
ultimately going to happen in connection with veterans’ benefits. On 
the basis of existing law, what does the picture look like? Does it 
look like it is going to be prohibitive in terms of dollars on the part 
of Government obligations ? 

Mr. Hicrey. There are leveling off influences that tend to take off 
some of the peaks that are often talked about. I think in general, 
you will say that this is going to go up to a plateau and pretty much 
hold there. Wasn't that the trend of that? 

Mr. Monk. Yes, sir; it leveled off. 

Mr. Hiciey. On the assumption, we do not create any new veterans. 


BENEFIT PAYMENTS TO NONCITIZENS 


Mr. Osrerrac. In connection with certain benefits, it has been dis- 
closed recently that a tremendous number and amount of benefits and 
pensions are being paid to persons who are not citizens of the United 
States and who are living in foreign lands. For example, a recent 
article by the Associated Press which appeared in a New York paper, 
indicated that some 6,000 pension checks are mailed each month to 
persons in Italy. Persons who are not citizens of the United States. 
What is the picture in regard to this situation ? 

Mr. Sronr. They are veterans of World Wars and—— 

Mr. Ostrrrrag. Of the United States? 

Mr. Srone. Of course, no matter where they move to, or give up 
their citizenship, we have no right to take the compensation or the 
pension from them. 

Mr. Osrertac. Under existing law, they are entitled to these bene- 
fits? 

Mr. Puitires. And they live more cheaply over there than they 
can over here? 

Mr. Srone. That is the reason most of them go and state that they 
can live on the pension in particular. 
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Mr. Hietey. It is important if you can give this information: How 
many of those are Philippine veterans who, when they became an inde- 
pendent nation, became Philippine citizens and by that became for- 
eigners technically as far as we are concerned. How many of the 
6,000? 

Mr. Stone. They were not figured in that estimate of 6,000; 6,000 
citizens, mostly in Greece, Italy, France, and England and other 
countries, Scotland, some over there. The number in the total does 
not consider any of the Filipinos. 

Mr. Hietey. I think that is an important point. If you passed a 
law, it would not come up here, I suppose, to start with, but if you 
passed a law saying that no foreigner could be paid, you would have 
to watch your step. 

(Discussion off the record.) 


DOMICILIARY BEDS 


Mr. Osrerrac. In connection with hospital and domiciliary facili- 
ties, if T read your statement correctly, Mr. Higley, there is a sub- 
stantial increase in the number of domiciliary beds and requirements 
as compared with previous years. Is that a trend upward? 

Mr. Hictry. Domiciliary beds have been the same for quite a 
number of years. It is sealed off around 17,000. Tt fluctuates around 
that number. On the instructions which have been given us over the 
vears, it is not intended that that number shall be increased. We have 
been given no permission from anyone to have more than that number. 
It is static. You don’t really have a waiting list in the true sense 
because, knowing that we are full up, I presume there are many hun- 
dreds who would like to get into domiciliary if they knew there was 
room. 

Mr. Prius. Are you taking over State homes? 

Mr. Hietry. No; we pay, of course, for a veteran in a State home. 

Mr. Ostrertac. You pay for services where veterans are assigned 
to the State homes: do you compensate the home? 

Mr. Hictry. We pay up to half the cost but not to exceed $700 per 
year for the care of those veterans in a State home. 


TOTAL PATIENT LOAD 


Mr. Ostertac. Mr. Higley, on page 4 of your statement you point 
out that the patients’ load averages applicable in this budget, and 
then in connection with domiciliary. you say 17,000 in domiciliaries, 
and 9.200 in State homes for a total of 141,100. That is compared with 

a total of 139,000 applicable to the current year. 

Mr. Hietry. The 141,000 includes patients of every description in 
our hospitals, in contract hospitals, in domiciliaries, and State homes 
and so forth. That is the grand total. The 9,200 are in the State 
homes that vou have just been asking about where we pay up to $700. 
We have nothing to do with their care except to pay for them if they 
are legitimately “there. 

Mr. Osrertac. I want to inquire about certain aspects of the GT 
educational training program. 
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GI FARM TRAINING PROGRAM 


I would like to know what the general experience has been through- 
out the country in regard to farm training in the educational field. 

I am not referring to on-the-farm training, but education. 

Mr. Hiciey. Mr. Coile is in charge of that entire program. 

Mr. Osrerraa. I would like to know the approximate number of 
veterans who have applied, and how many have actually been trained 
and what your experience has been with the farm education phase 
of the program. 

Mr. THomas. College level or below, or what ? 

Mr. Cotte. It is a “special program that utilizes some classroom 
instruction, plus employment on the farm, or not employment—it is 
- operation of a farm, in fact. Under the World War IT program, 

I do not know, gentlemen, whether I have sufficient data to give you 
the trend or not. It was quite a large program for World War II 
veterans. It is not so large 

Mr. Osrerraa. I am talking about the Korean veterans. 

Mr. Corte. In terms of Korean veterans, I can give you the enroll- 
ment. As of the last of December, in the farm training program for 
Korean veterans—— 

Mr. Osterrac. May I say while he is looking for the figure, that 
so far as I am able to determine, the experience in New York State 
indicates that the requirements and the machinery for carrying it 
out are so impossible that it has fallen completely flat. In other words, 
the field work required coupled with the instruction that cannot be 
handled in the classroom causes some of the difficulty. As I under 
stand it, the State of New York educational system is such that an 
instructor can handle no more than three students at a time. Of 
course, they cannot afford that kind of a setup. I am wondering 
whether the difficulty rests with the Federal law or with State and 
local requirements or conditions. 

Mr. Corr. I am aware of the fact that in New York State the pro- 
gram is quite a small program. My information is to the effect that 
the schools themselves feel that the number of Korean veterans that 
would be available in the vicinity of the school are so small that they 
do not want to undertake this. Why that should be true in New York 
and not in other States, I am not prepared to state because in other 
States there is sufficient participation for the program to be operated. 
Your statement that it is not very much of a program in the State 
of New York is correct. 

Mr. OstertaG. From what you say, it would tend to point out that 
the difficulty is in the New York State educational system. 

Mr. Corr. I would think the difficulty arises primarily with the 
local school districts rather than the New York Department of Edu- 
cation, although that is opinion. Nationally we have Korean veterans 
to the number of 35,569 in that type of training at the end of Novem- 
ber. 

Mr. Osrertac. How many in New York State? 

Mr. Come. In New York State, as of that date, there were only 18 
in the entire State. The highest enrollment by State apparently was 
the State of Illinois where there were 3,591 enrolled in that type of 
training. 

Mr. Osterrac. Is there anything we can do to correct this situation 7 
It appears according to your records that the veterans of the State 
of New York are being discriminated against by Government ? 
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Mr. Coir. Well, sir, we are not in position to force the schools or 
the State of New York 

Mr. Osterrac. There is something wrong with the system some- 
where. How can it be corrected ? 

Mr. Come. Involved in this is the reluctance of some school dis- 
tricts to charge the veterans for tuition to finance this expensive type 
of training. The Government does not pay directly to the schools 
under the Korean bill the charges of tuition. The veteran himself 

ays it out of his allowance. There are so many factors, sir, that it 
is impossible to say just what is the influencing factor in the local 
schools but there is no question about the fact that participation in 
New York is almost nil. 

Mr. Ostertac. I hope we can find a solution to this problem because 
it appears to me that the New York veteran is being denied this 
training or benefit through no fault of his own. 





VETERANS IN COMMUNIST CONTROLLED SCHOOLS 


Mr. Tuomas. Following Mr. Ostertag, Mr. Evins suggested here, 
have the veterans discovered any Communist-dominated schools in 
which you are spending any money now? 

Mr. Cote. There are some privately operated schools, Mr. Chair- 
man, in which testimony has been presented that the owners or di- 
rectors of the schools are members of the—— 

Mr. Tuomas. Have they been spreading their poison, so to speak, 
among the veterans in the schools? 

Mr. Corrr. As to the schools that are at present under some investi- 
gation by another committee of the Congress, I think it would be 
doubtful if there is a showing that the schools are used for the dis- 
semination of Communist doctrine. One is a school that teaches 
cartooning and illustrating, commercial illustrating. 

Mr. Osrerrac. In New York City. 

Mr. Cotte. Another is a school that teaches the servicing of radio 
and television instruments located in the State of Pennsylvania. 

Mr. Tuomas. If you find any influence, communistic influence, 
spread through your schools, what would be the reaction of the Vet- 
erans’ Administration to that information ? 

Mr. Com. I will say this, sir, that in any instance wherein the 
school has been listed as a subversive organization by the Attorney 
General of the United States, all veterans have been removed from 
such schools by virtue of the withdrawal of the approval by the State 
in which the school has been located. 

Mr. Tuomas. In the first place, the record should certainly be com- 
plete to the extent of showing that the Veterans’ Administration in 
the first place has no authority to pick any school, has it ? 

Mr. Comz. Not under Public Law 346 and Public Law 550. 

That authority is vested in the State approving agencies. That is 
the agency in each one of the several States for that purpose. 

Mr. Tuomas. Shouldn’t we go one step further, that you certainly 
do have, even though you do not pick the school, you have in the final 
analysis a veto power and that the Veterans’ Administration is not 
trying to shirk its responsibility in that regard but that in cases 
where you find subversive influence, you immediately are withdrawing 
Federal funds and asking the GI’s to get out; is that correct ? 
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Mr. Comte. Not precisely so, sir. We do not have veto power over 
State agencies that have approval authority under the law. 

Mr. THomas. You can get your GI’s not to attend that school, can’t 
you? That is tantamount to veto power, in my judgment. 

Mr. Corre. As far as disabled veterans are concerned, Mr. Chair- 
man, that is correct; we have the right to send the disabled veteran to 
the school where we think he will receive instruction to prepare him to 
fill a useful occupation. Under the so-called readjustment acts, how- 
ever, the right to select the school he will attend is given to each 
veteran. 

Mr. Tuomas. Paramount to the individual. 

Mr. Core. Given to the individual to select a school. 

Mr. Tuomas. Thank you, gentlemen. It is always a pleasure to 
have you, Mr. Higley, and your staff, a very fine group of men, and 
we are very proud of the good, fine, hard work all of you are doing. 

Lots of good luck. 


Monpbay, JANUARY 30, 1956. 


NATIONAL SCIENCE FOUNDATION 


WITNESSES 


ALAN T. WATERMAN, DIRECTOR 

C. E. SUNDERLIN, DEPUTY DIRECTOR 

HARRY C. KELLY, ASSISTANT DIRECTOR FOR SCIENTIFIC PER- 
SONNEL AND EDUCATION 

F. C. SHEPPARD, COMPTROLLER 

J. B. ROBINSON, BUDGET OFFICER 

DETLEV W. BRONK, CHAIRMAN, NATIONAL SCIENCE BOARD; PRESI- 
DENT, NATIONAL ACADEMY OF SCIENCES; PRESIDENT, ROCKE- 
FELLER INSTITUTE FOR MEDICAL RESEARCH 

PAUL M. GROSS, VICE CHAIRMAN, NATIONAL SCIENCE BPOARD; 
VICE PRESIDENT AND DEAN OF DUKE UNIVERSITY 

MERLE A. TUVE, CHAIRMAN, NATIONAL SCIENCE FOUNDATION 


ADVISORY PANEL FOR RADIO ASTRONOMY; DIRECTOR, DEPART- 
MENT OF TERRESTRIAL MAGNETISM, CARNEGIE INSTITUTION 


OF WASHINGTON 


SALARIES AND EXPENSES 


Program and financing 


Program by activities: 
1. National science policy studies 
2. Support of science: 
(a) Grants for support of research projects 
(6) Grants for support of research facilities 
(c) Grants for training of scientific manpower 


(d) Review of research and training programs _- 


3. Scientific information exchange 
4. Executive direction and management _- - -- 


NNN III Se iain Snr i ae dertiqunt wate sdilncteds 


Financing: 
Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation _ - 


1955 actual 


$901, 278 


7, 855, 269 
154, 200 
2, 099, 496 
677, 551 
403, 339 
395. 130 


12, 486, 263 


—407, 722 
171, 459 


12, 250, 0CO 





1956 estimate 


$837, 000 


9, 966, 792 
251, 500 
3, 450, 000 
827, 000 
373, 688 
465. 479 


16, 171, 459 


—171, 459 





16, 000, 000 


1957 estimate 


$800, 000 


22, 800, 000 
7, 000, 000 
8, 640, 000 

930, 000 
631, 000 
499, 000 


41, 300, 000 


41, 300, 000 
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Obligations by objects 


| 

Object classification 
| 

' 


NATIONAL SCIENCE FOUNDATION | 


Total number of permanent positions. 





















































i pcg pinned seid 170 201 203 
Full-time equivalent of all other positions___-..---- aes 9 10 11 
Average number of all employees =. 7 161 194 211 
Number of employees at end of year a ae i a aD 168 190 210 
Average salaries and grades: 
General schedule grades 
i MAM Se 8 22 ee $5, 855 $6, 342 $6, 441 
Average grade ____-- , ete ellie ths aitvee ses GS-8.2 GS8-8.6 GS-8.6 
Ungraded positions: Average salary $13, 860 $14,119 $14, 119 
01 Personal services: | 
Permanent positions. _ ak ee $989, 549 $1, 259, 000 $1, 363, 500 
Positions other than pe rmanent junta sgest 64, 784 82, 900 92, 000 
Regular pay above 52-week base 3,000 Es coetond sc, 
Payment above basic rates____ Bake Jen 11, 577 11, 600 12, 000 
Other payments for personal serv ices | 1, 357 400 500 
Total personal services__- _ Stasus | 1, 070, 267 | 1, 357, 700 1, 468, 000 
02 Travel__ Sinieehath 6 wanna mtnietiated " ee en al 102, 145 | 128, 750 150, 000 
03 Transportation of things : 356 100 200 
04 Communication services rei eense pam eee 30, 997 | 34, 000 40, 000 
05 Rents and utility services _. S nities , 500 500 
06 Printing and reproduction. é eats 19, 825 72, 500 51, 000 
07 Other contractual services esd a 351, 755 300, 000 310, 000 
Services performed by other agencies 117, 642 141, 429 149, 200 
08 Supplies and materials iJ 12, 917 13, 000 16, 000 
09 Equipment a 8, 638 | 12, 000 13, 800 
11 Grants, subsidies, and contributions __ 10, 724, 174 14, 093, 292 39, 097, 000 
15 Taxes and assessments 4, 434 | 4, 300 0 | 4, 300 
Total, National Science Foundation. _........_.____- > 443, 150 | 16, 157, S71. _ 41, 300, 000 
ALLOCATION TO LIBRARY OF CONGRESS 
Total number of permanent positions_._......___- " - 8 to bcna serene 
Full-time equivalent of all other positions___-...-...____- aie 2 Pisded-- doce che 
Average number of all employees---__.....--.--------.------ 8 | 3 
Number of employees at end of year. ..-.-.-.----..-.-.-.-.-- | 7 | 0 
Average salaries and grades: | 
General schedule grades: | 
PaO ect abs anti een a ies ie kha sc $4, 616 ia te 
IIIa oi. -tiasaeaipeannartentcad us dlnahtvucride knee | GS-7.3 Sd BEN dda Pcie mis 
01 Personal services: | 
INIA ee SS oe oe $30, 824 | 2 a a 
Positions other than permanent__..........-_---___-_- 9, 762 | 4 4 ia ee 
Payment above basic rates...........-.-.--..-_-_.___- ee We AL ee 
ae eee vendl 
TOonr pereenes airesees - _- 2... 2523 Se. aa 41, 4 iene SO} 
Pee a feb adaetienendh atcknsiiim angedtibdhe inta. Seip iglathn 53 | eden da 2 
04 Communication OR 166 | Oc ee 
06 Printing and reproduction pccieienalititaase hea sanebiaat 836 | 4.3... 
G7 ier COmUrertRn) Ber Vi0ds..... on cc onc ncenoncs 485 | DA cen bt skein 
eS Se a ee 459 | WO ha eaie ran a 
Total, Library of Congress a acer ew he i 43, 113° 13, 888 NY I 
nN oo oe cack ine ei irgmicnnnanine 12, 486, 263° 16, 171, 459 | 41, 300, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
| 


A 8 hi 4 bi FA EETIES ECE OSD Knees ann $12, 250,000 | $16, 000, 000 $41, 300, 000 
Balance brought forward: 
SI osteo cancun cain paca 407, 722 | ot . 
ene. ae win nsmeeaaiehdilinae 4, 197, 680 | 6, 436, 830 &, 200, 289 
Total budget authorizations available. _........-_-. <uies 16, 855,402 | 22, 608, 289 49, 500, 289 


EXPENDITURES AND BALANCES 


Expenditures— 


Out of current authorizations. -.-....--..-----------------|\ 19 947 113 |{ 10, 400, 000 24, 587, 000 

Out of prior authorizations_..............-- acaeialabeidietaanta J — 4, 008, 000 | 5, 413, 000 

OI a _.| 10,247,113 14, 408, 000 30, 000, 000 

Balance carried forward: 

a eee ae eis 171, 459 |.....- ae 

aad it ahs nna 6, 436, 830 8, 200, 289 | 19, 500, 289 

ee ———S = 

Total expenditures and balances-__-..............--.-..- 16, 855, 402 | 22 ¢ 608, 289 | 49, 500, 289 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have the pleasure of having with us this morning the National 
Science Foundation ably represented by Dr. Waterman, Director; 
Dr. Sunderlin, Deputy Director; Assistant Director for Scientific 
Personnel and Education, Mr. Kelly; Comptroller, Mr. Sheppard; 
hudget officer, Mr. Robinson; and of course we are always delighted 
to have with us our distinguished friend, Dr. Bronk, Chairman of 
the National Science Board, also President of the National Acade my 
of Sciences; and president of the Rockefeller Institute for Medical 
Research. We also have Dr. Gross, Vice Chairman of the National 
Science Board and vice president and dean of Duke University; and 
Dr. Tuve, chairman, National Science Foundation Advisory Panel 
for Radio Astronomy ; director, department of terrestrial magnetism, 
Carnegie Institution of Washington. 

We are certainly honored to have such a talented and outstanding 
and distinguished group of gentlemen with us this morning. 

Mr. Director, if you or any of your associates or Board members 
have any statement for us, or if all of them have a statement for us, 
we would be delighted to listen as long as any or all of you want to 
talk. 

Mr. Waterman. Thank you, Mr. Chairman. 


GENERAL STATEMENT 


I have a statement which I can summarize briefly for the com- 
mittee and then I would like to call upon the Chairman of our Board. 

It is a pleasure to introduce to you our new officers of the Board. 
You will recall that Dr. Barnard has been Chairman for the past 
few years. His term expired at the annual meeting of the National 
Science Board in December. 

Dr. Bronk is very familiar to you and was elected Chairman and 
Dr. Paul Gross, Vice Chairman. 

Dr. Tuve is with us today and is a consultant of the Foundation. 
He is chairman of our advisory panel for radio astronomy. He 
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will talk directly to one of the most important items in our budget 
which represents facilities. 

Mr. Tuomas. Maybe he can explain that $3.5 million to us. 

Mr. Waterman. That is his purpose, Mr. Chairman. 

Briefly, we come before you today to answer the question: How 

can we achieve and maintain maximum progress in science and 
tec hnology ! ; 

This is a question faced by all nations of the world at the present 
time and is generally admitted to be a most important item in the 
future. This is not sur prising either, because since 1910, the popula- 
tion of the United States has grown by a factor of 1.7; this 1 is, a T0- 
percent increase. 

The labor component of the population has grown about the same 
amount, very little difference between the labor force now and then, 
relative to the total population. 

The professional class of the population has grown by a factor of 
3—a little over 3 times as much in the professional class now as there 
were in 1910. 

In science and technology, the group representing those fields has 
increased by more than fivefold. ‘This is the general trend of events. 

Now, in order to achieve maximum progress in science and tech- 
nology, this is generally thought of in two components, science on the 
one hand and tee hnology on the other. 

In technology, and by that I mean the use of the applications of 
science through the developmental stage, engineering and into pro- 
duction, this country has been outstanding and still is. Our problem 
at the present time is in seeing to it that we make maximum progress 
in science itself. This, of course, concerns the basic research on the 
frontiers of science aimed at a better knowledge of nature and of man, 
and with the knowledge, the understanding that can enable us to put 
it into use. 

When we begin to understand the new facts and laws of nature, 
then we can see how to apply them. An illustration is a little fact 
that was discovered by scientists in their curiosity about reaching low 
temperatures. When you get to the lowest temperatures that we can 
reach, some 469° F. below zer 0, this obviously is a playground of 
scientists. There is no temperature near that in our ordinary life, 
but at that point we find certain metals will conduct electricity with 
no resistance whatever. We find that heat is conducted with perfect 
freedom. In certain cases there is absence of friction. These are 
scientific curiosities. If we knew how to deal with them and under- 
stand them, then it might be possible to do these things at ordinary 
temperatures. 

In order to produce maximum progress, then, in science and tech- 
nology, we must see to it that there is maximum support of basic 
research, fundamental science, and we must see to it that our scientists 
have the facilities they need and that there are available the proper 
numbers of and abilities among our scientists. This last is where we 
find the greatest difficulty at the present time, as you all know. 
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TRAINING OF SCIENTISTS 
















































The demand for scientists is known to be great. This means that 
we must look around to see how we can train more able scientists, 
both more scientists and more able ones. 

There is a short-range and long-range view. In the short-range 
view, the universities can provide training in connection with the 
basic research they do. For example, last year we made something 
like 600 grants to 250 educational institutions all over the country. 
The average grant was about $13,000 and the average life of the grant 
2 years. This program last year assisted the training of 1,500 grad- 
uate students, and this is an excellent way in which scientists can be 
made available at once within a period of 1 or 2 years when they have 
acquired their advanced degree. 

At the same time, fellowships are also important and, as you know, 
we have a fellowship program whereby about 700 graduate students 
in the predoctoral stage are supported by our fellowship awards over 
the country, and about 70 postdoctorate students. The predoctoral 
fellows will be available within 1 to 3 years for research and tech- 
nology. 

NEED FOR HIGH-SCHOOL SCIENCE PROGRAM 


In the long range, the problem is far more serious. We must trace 
this back to the origin of the scientists which is in our high schools. 
This is where their interest in science starts. There the discouraging 
thing is that, with the increase in secondary-school population that is 
now occurring, the same proportionate increase is not taking place in 
the sciences and mathematics. 

Now, we find this is part of a general problem which is more acute 
in science, namely, the numbers and competence of the secondary- 
school teachers. Of course, there are many very loyal and very com- 
petent secondary-school teachers, but the numbers of students they 
have to deal with are so very high that it is next to impossible to have 
enough adequately trained teachers to go around. 

In science the difficulty is, of course, that, with the current demand 
for science and engineering, both industry and Government have to 
get scientists to do immediate jobs. Naturally, they can make attrac- 
tive offers to teachers and the teaching profession is not economically 
so attractive, especially in the secondary schools. 

We need to train more scientists to teach in the schools, but the 
science teachers leave to work in science and research at advanced 
levels, which still further diminishes the supply of teachers. 

In one of our studies we found that, of the number of college grad- 
uates qualified for teaching in science in a particular year, only half 
went into teaching. They qualified and had certification, but only 
half actually went into secondary-school teaching, the reason being 
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: that they found attractive jobs elsewhere. 

j This is a very critical problem. However, these is an encouraging 
‘ aspect: we find in our eMieitinna) system that the country has done 
; an amazing job in getting its young people through high school. 


About 98 peroent of the population that are judged capable of going 
to high school go, and about 93 percent graduate. That is a remark- 
able achievement. 
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On the other hand, of the top quarter of students graduating from 
the high schools, less than 50 percent go to college. Now, of course, 
I do not want to say that everyone should go to college by any means, 
but if we are talking about science, we mean a highly specialized train- 
ing. It takes 7 or 8 years to produce a research scientist, and almost 
about that to produce a teacher. 

So it is with other professions. But note that here in our secondary 
schools is a group having ability and who can be called upon, we 
hope, to produce more competent scientists and engineers. 


FOUNDATION CONTROL OVER THE PROGRESS OF SCIENCE 


This committee has from time to time expressed its concern over 
some of the policies and aims of the National Science Foundation, and 
I hope that you will understand that these have also been of concern 
to us and to our Board. 

One of the most important matters, for example, is the degree of 
control or authority that the Fuondation should have over the course 
of science in the country. Our whole setup, thoroughly endorsed by 
the Board, is such that we do not attempt to exercise control over the 
progress of science but rather, by use of the guidance of leading ex- 
perts in the different fields of science, we find from them the directions 
in which science should move. This gives us the basis, then, on which 
we can plan our programs. This is a method which has proven very 
successful. We have the confidence and cooperation of the educa- 
tional institutions and the scientists in this program. 

I want to assure you that we are watching this matter very care- 
fully. In the Government the very operation of the Foundation has 
called for the determination of policies in the manner of planning the 
program and carrying it out, in the administration of these grants and 
fellowships and the studies that we make. 

We confine ourselves to science. We do not get into technology. 
Other Government departments have that aim—Defense, Atomic En- 
ergy Commission, Health, Education, and Welfare, Agriculture, and 
soon. Their research is aimed at the technical side of their mission. 

Ours is a general function from which comes the great wealth of 
background information which engineers and others need to use, and 
out of which come occasionally the really sensational advances in 
science. 

In order to insure that our aims are again in such a direction, our 
plan is one of coordination with other agencies. For example, in 
the grants and contracts which are made by all agencies, there is a bio- 
logical and medical information center which is supported by various 
agencies. In addition, the foundation lists all unclassified projects 
in the life sciences supported by Federal agencies. 

In the case of the physical sciences, applications or proposals for 
support of research are exchanged monthly between the agencies in- 
volved. We also have meetings of what we call program directors; 
that is, a scientist in a particular area with his opposite numbers in 
other agencies. 

This coordination is working out extremely well and I can say that 
the coordination of basic sciences in the Government is in exeellent 
shape. We see to it that there is no unnecessary duplication. Of 
course, in research there has to be duplication in the sense of cor- 
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roboration and approach from two different points of view, but no 
applicant for a grant will find himself supported independently by 
two agencies for the identical research project. 


CLEARING HOUSE FOR SCIENTIFIC RESEARCH OF GOVERN MENT 


Mr. Tuomas. May I interrupt you there on this question of 
duplication ¢ 

This committee is very much on the pro side of your question and 
other scientific investigation subjects and interrelated matters. 

On the question of overlapping and duplication, I was talking to 
Mr. MeCollum, who is president of the Continental Oil Co. in Hous- 
ton, sometime in Dabeihee and he was speaking of the value of scien- 
tific investigation and research to industry. He was commenting on 
how a few dollars his company had spent had made the company so 
much money in the field of scientific investigation and research. 

Apparently he must serve on some boards of some of these scien- 
tific organizations because the man was extremely well informed, and 
he went on to say that whenever you think that you can cut out 
duplication, you are wrong. It should not be cut out because from 
duplication comes competition in the scientific field and there is where 
your good results come from. So he said that you cannot measure 
your effort in terms of overlapping and duplication because, he said, 
after all, that that is what prodiioes your good results. 

I just thought maybe you would like to have some outstanding in- 
dustrialist’s idea of what this thing is all about. 

Mr. Yares. Dr. Waterman, you stated that the National Science 
Foundation is reviewing grants of basic research throughout the 
Government? Is that true‘ 

Do you know what every agency of Government is doing in the field 
of basic research, or are you proscribed from learning all the facts 
because of confidential data or secrecy ? 

Mr. Warrrman. The latter, secrecy, does not take place in basic re- 
search to any degree. We do not review applications received by other 
agencies. They send the information to us and we review it for our 
own program. 

Mr. Yates. How do you know whether or not there is duplication 
in research projects in various agencies of Government ? 

Mr. WaterMAN. Because, as soon as applications for research are 
submitted to an agency, we and the others exchange information on 
these applications so that each one knows what comes to the other. 

Mr. Yares. Can you state to this committee that you know of all 
the basic research projects that are being conducted by the various 
agencies of the Federal Government through this exchange of infor- 
mation ¢ 

Mr. WaTerMAN. Thatisthesystem. “AII” isa very inclusive word, 
but we know what projects are being handled by the other agencies 
and we can always a into the details on requests, such as the cen- 
ter I spoke about. 

Mr. Yares. Then you are at last carrying out the function of a 
clearinghouse ? 

Mr. Waterman. That is right. 

Mr. Tuomas. As a matter of fact, the Government and its various 
agencies that you listed a while ago, the armed services, Health, Edu- 
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cation, and Welfare, Agriculture, and so forth, pinpoint their research 
to supply results on a specific problem. There is very little basic re- 
nauk going on in the Government. 

Out of the $2.1 billion spent by the Government this fiscal year on 
investigation and research, less than 100 or 125 million dollars of it 
is spent in basic research ? 

Mr. WaTerMAN. Estimated at about $143 million this year. It is 
going up a little bit from last year. 

Mr. Yates. I was walking over to the Capitol this morning with 
Congressman Moss of California and he said he has a scientific panel 
in connection with his Subcommittee on Government Operations deal- 
ing with secrecy in Government; that they were going into the ques- 
tion of basic research. He was under the impression, I think, that 
there was duplication of projects in basic research among various 
agencies of the Government because of classification as confidential 
or secret or otherwise. 

I told him I would ask you this question this morning as to whether 
such a condition actually existed or whether, as the clearinghouse, you 
were aware of the fact as to what the projects were and could stop 
unnecessary duplication. 

Apparently, in response to my previous question, you said you are 
in a position to assure this committee that you are reviewing all proj- 
ects on basic research or, if not all, that is an all-inclusive word, the 
great portion of them so that you can prevent such duplication, if ad- 
visable ? 

Mr. THomas. The Foundation has no authority to prevent anything. 
You cannot tell X agency what research they can or cannot do. 

Mr. Waterman. We do not want that authority. 

Mr. Toomas. And you do not attempt to use it. 

Mr. WarermMan. Except in overall planning. You see, according 
to the Executive order which came out in 1953, each agency should 
have funds and authority for conducting and supporting basic re- 
search in fields closely related to its mission. 

Our job is general purpose basic research. We do confer with them 
as to the fields that are appropriate for them, and they understand 
this rather well, and while it is not easy to draw a hard and sharp line, 
still it is carried out rather well. 

Mr. Tuomas. Let us put it in another way. 

You do not find in the various governmental agencies a desire on 
their part to use a blunderbuss approach? They want to do the basic 
research that is connected with the subject for which they are charged 
directly with the responsibility ; is that right? 

Mr. WarerMAN. Yes. 

Mr. Tuomas. Your problem, and it is not difficult, is to confer with 
them and attempt to guide them to channel their basic research along 
the line that is going to best produce something suited to their field 
of endeavor, right? 

Mr. WarerMAN. Yes. 

Mr. Yates. But this channeling is being done? 

Mr. WaTerMAN, Yes. 

If I may, I would like to comment further to be clear on my answer 
to your earlier question. 

It is true that occasionally in highly classified projects which are of 
developmental nature and which go all the way from research through 
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development, there may be associated some research. Basic research 
may be part of that and, of course, this is not broadcast. 

Key people in our organization are cleared, however, so if we get 
into a particular area of that kind, we can discuss this with the agency 
and, if necessary, find out what we need to know about the basic 
research. 

Mr. Gross. I think Mr. Waterman’s staff has done a very excellent 
job of treating between these kinds of control and at the same time 
knowing what is going on and, by discussion and conference, saying 
that this is an area where you can do and you cannot do this. They 
have done very well in terms of the program. 

Mr. Tuomas. That is a good contribution and we thank you for it. 

Mr. WaAtreRMAN. As you know, we have ben studying research and 
development in the country in a thoroughgoing way in industry and 
in universities and in Government and States and in commercial lab- 
oratories so as to try to get a comprehensive picture of the total re- 
search and development effort and what manpower is involved, what 
funds, and so on. 

A series of reports have been coming out and will be coming out on 
this. 

FEDERAL SUPPORT OF BASIC RESEARCH IN SYNTHETIC RUBBER 


I would like to say that we are increasingly asked for advice on 
matters of this sort. One of the most recent ones was the recom- 
mendation of the Rubber Disposal Commission that the foundation 
take over the task of reviewing the Federal support of basic research in 
synthetic rubber. We have this past year had this responsibility. 

We appointed a special commission to make this review and you 
might be interested to know that their recommendation with respect to 
existing Federal support of basic research on synthetic rubber is that 
there is no longer any need for the Federal Government to continue 
that kind of research for general purposes; that industry is quite 
capable of picking this up. 

Mr. Tuomas. They picked up the plants and they might as well 
carry the research. 

Mr. WATERMAN. The picking up of the plants has been done. The 
remaining basic research program amounts to about $1 million. The 
plan is for the foundation to continue research of a more general 
nature in what the chemist calls high polymers of elastomers, where 
basic research is important. But basic research aimed directly at crea- 
tion of synthetic rubber is no longer necessary, industry can carry that. 

One other item was the disposal of the Akron laboratories, which 
were largely for testing purposes. The recommendation of our special 
commission, which has gone to the Bureau of the Budget, is that this 
plant be offered for sale, subject to the condition that the University 
of Akron may take it on lease at a nominal rate for 1 year to determine 
whether they are able to get support themselves. If not, then the 
plant will be offered for sale. 

This is typical of the kind of thing which we may be called upon 
to do. 

In all of this, I should like to record here the very fine cooperation 
and the understanding way in which our National Science Board has 
taken interest in all these matters of policy and administration. I 
would like, if it is agreeable to you, to have you hear from Dr. Bronk, 
the new Chairman of our Board. 
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FOUNDATION PROGRAM IN SOCIAL SCIENCES 


Mr. Yarrs. Before we hear from him, may I ask you to comment 
briefly on one other aspect of your program? As I understand it, your 
comments have been directed almost exclusively to the field of the 
physical sciences. 

I notice in glancing at your annual report hurriedly that you are 
in social sciences, too ? 

Mr. Waterman. Only slightly. 

Mr. Yates. I saw your grant to the University of Chicago in the 
field of demography. 

Can you comment on that? 

Mr. Waterman. Yes. We have no division of social sciences as 
we have medical and biological sciences and the mathematical, physi- 
cal and engineering sciences. 

What we do in the social sciences is first review what is going on 
in social science in the Government and elsewhere, and we make 
grants in certain areas which come close to the other programs in 
the biological and physical sciences. 

For example, we make a small number of grants in the field of 
geography, psychology, demography, and in general any field that 
has a strong scientific flavor which comes rather close to the life 
sciences or natural sciences. We do not have an all-out program in 
the social sciences. 

Mr. Yares. What portion of your funds go to the social sciences in 
relation to the portion that goes to the physical sciences ? 

Mr. Warerman. We have that figure. It is a rather small percent. 

Mr. Yates. I would imagine it would be very small. 

Mr. WaTerMAN. Very small. 

Mr. Trroomas. A ratio of 5 to 4.3 or 4. I noticed that last night. 

Mr. Sunpertin. The actual figures are about $180,000 for social 
sciences in fiscal year 1956 as compared with the total of almost $5 
million for physical sciences. 

Mr. Tuomas. Any further statement which you care to make, Dr. 
Waterman ? 

Mr. Waterman. Not at the moment. 

Mr. Tnomas. Dr. Bronk? 


NATIONAL SCIENCE BOARD 


Dr. Bronx. As members of the National Science Board, I think we 
all feel that we have a special responsibility to report to you because 
that is our function as the more or less public trustees of the Founda- 
tion. We can stand more aside and look more objectively at the work 
of the Foundation than can Dr. Waterman and his staff who are deal- 
ing with its problems every day. 

I would like to speak about two major phases of its activity which 
seem to me to be worthy of comment. 

Mr. Trromas. Doctor, may I interrupt you? 

Will you read into the record the names of your colleagues on the 
board? TI would like to have a brief biographical sketch of them. 

Mr. Bronx. If we could have it put in without reading in all 24 
names ? 

Mr. Tuomas. Yes. 
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Dr. Bronk. Except that I might say that in reading into the record 
the names which are given on page 84 of the Fifth Annual Report 
which has just been issued, it is significant that there is a wide repre- 
sentation on this board of the various geographical areas of the coun- 
try, of the various fields of science represented, and also the various 
areas of public interest. 
Mr. Tuomas. Let us put that in the record. 
(The information referred to follows :) 









NATIONAL SCIENCE Boarp 






Terms Expire May 10, 1956 












John W. Davis, president (retired), West Virginia State College, Englewood, 
N. J. 

Edwin B. Fred, president, the University of Wisconsin, Madison, Wis. 

Laurence M. Gould,’ president, Carleton College, Northfield, Minn. 

Paul M. Gross,’ vice president and dean of Duke University, Duke University, 
Duke University, Durham, N. C. 

George D. Humphrey, president, the University of Wyoming, Laramie, Wyo. 

O. W. Hyman, vice president, the University of Tennessee, Memphis, Tenn. 

l’rederick A. Middlebush,’ president emeritus, University of Missouri, Columbia, 
Mo. 

Jarl P. Stevenson,’ president, Arthur D, Little, Inc., Cambridge, Mass. 


















Terms Expire May 10, 1958 














Sophie D. Aberle, special research director, the University of New Mexico, 

Albuquerque, N. Mex. 

Chester I. Barnard,’ chairman of the board, president (retired), Rockefeller 
Foundation, New York, N. Y. 

Robert P. Barnes, professor of chemistry, Howard University, Washington, 
D. C. 

Detlev W. Bronk,’ vice chairman of the board and chairman of the executive 
committee, president, National Academy of Sciences, Washington, D. C., and 
president, Rockefeller Institute for Medical Research, New York, N. Y. 

Gerty T. Cori, professor of biological chemistry, School of Medicine, Washing- 
ton University, St. Louis, Mo. 

Charles Dollard, president (retired), Carnegie Corp. of New York, New York, 
Ni ¥. 

Robert F. Loeb,’ Bard professor of medicine, College of Physicians and Surgeons, 
Columbia University, New York, N. Y. 

Andrey A. Potter, dean emeritus of engineering, Purdue University, Lafayette, 

Ind. 












Terms Expire May 10, 1960 





Roger Adams, head, department of chemistry and chemical engineering (retired), 
University of Illinois, Urbana, III. 

Theodore M. Hesburgh, C. 8. C., president, University of Notre Dame, Notre 
Dame, Ind. 

William V. Houston, president, Rice Institute, Houston, Tex. 

James B. Macelwane, S. J., dean, Institute of Technology, St. Louis University, 
St. Louis, Mo. 

Donald H. McLaughlin, president, Homestake Mining Co., San Francisco, Calif. 

George W. Merck,’ chairman of the board, Merck & Co., Inc., New York, N. Y. 

Joseph C. Morris,’ vice president, Tulane University, New Orleans, La. 

Douglas M. Whitaker, vice president for administration, Rockefeller Institute 

for Medical Research, New York, N. Y 











Ex Officio Member 








Alan T. Waterman,’ director, National Science Foundation, Washington, D. C. 





1 Member of the Executive Committee. 





FOUNDATION SUPPORT OF FUNDAMENTAL RESEARCH 


Mr. Bronx. The two areas that I would like to speak of briefly are 
supply of new ae aid training of new personnel. 

With respect to the National Advisory Committee for Aeronautics, 
we often say that our product is reports and data. Well, in the 
National Science Foundation one of our products is new knowledge. 
This I think is of great importance because it is the new knowledge 
which we have to have to use in the teaching of the students who will 
be the citizens of the future. 

It is of basic importance to industry because it is this knowledge 
which industry applies to the creation of new products and new devices, 
and it is of course of great interest in the area of national defense. 

The question has been raised by you, Mr. Thomas, as to the relation- 
ship of the work that the National Science Foundation supports in the 
general area of science to that done by various Government agencies. 

I think the example of the National Advisory Committee for Aero- 
nauties as compared with the National Science Foundation will 
ron, ‘support just what you have said, Mr. Chairman. 

The National Advisor y Committee for Aeronautics, for example, 
uses a great deal of mathematics in the design of the new types of 
airfoils and airframes that we are concerned with. It is of great 
importance in the design of new types of engines. 

But the National Advisory Committee for Aeronautics does not 
support mathematics itself, whereas the National Science Foundation 
is concerned with the furtherance of mathematics as a science which 
then dev ore new knowledge which becomes applicable to all of the 
work of the National Advisory Committee for Aeronautics, to say 
nothing about all of the broad field of industry which is dependent 
upon mathematics. 

The same way with exploratory research in physical sciences. No 
one Government agency can go into all of these broad areas of the 
physical sciences, but it is the. responsibility of the National Science 
Foundation to support the physical sciences so that there is a broad 
foundation laid on which one can build all of the applicational work 
which is so necessary, as I say, in industry and in defense and which 
provides the knowledge which one uses for education, 

I have often thought to myself, why is it so important for the 
National Science Foundation to support fundamental research. After 
all, we have universities scattered all over the country, good and bad; 
we have industrial laboratories doing, some of them, fundamental] 
research, and just exactly what can we do with the limited amount of 
money we have? 

Having thought a great deal about that, I have a very firm con- 
viction as to the value of what we do. What we do is to make it 
possible for a college here, university there, research institute in an- 
other place, to do very much more than they could do on their own 
with a little more. 

Let me cite an example from my own institution, the Rockefeller 
Institute, which is an example of how a little money makes it possible 
to doa great deal more. 

In looking over our space requirements the other day, I found that 
we had about half a million square feet of enclosed space in our labora- 
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tories. About 100,000 of that was actually available for use for re 
search. The rest of it was all supporting facilities. 

I was in a strong position to go to my board and say, “If you will 
provide the money which will make it possible, an additional 35,000 
square feet as against the 500,000 which we already have, you will 
enable us to go one-third further in our research activities.” 

In other words, a little more makes it possible to do a great deal 
more; that is the way it is with the National Science Foundation. 
We give to a university perhaps a total of $60,000 in support of re- 
search activities there. They have already got their plant, they have 
their faculty, but they are heavily committed to teaching and all their 
other operation. A little money enables them to do a great deal more. 

This is the way I would answer the significance of the National 
Science Foundation in the furtherance of fundamental research. It 
enables us to fill in the crannies here and there, $15,000 there, $6,000 
there. In other words, it is the frosting on the cake in a great many 
instances, especially at this time when universities are becoming in- 
creasingly loaded down with this great increase of students descend 
ing upon the universities. 

If they do not have some money to use for research, they are going 
to have to cut back very greatly because they are in desperate need 
of their money for carrying out their basic teaching function. 


TRAINING OF SCIENTIFIC PERSON NEL 


As regards the second area of our activity, training of personnel, I 
have asked myself this question: 

Why should we be concerned with the giving of fellowships to stu- 
dents who have graduated from college and are preparing to take their 
graduate work or to give fellowships to those who have already taken 
their doctorate in science and wish to get some more training which 
will enable them to be better investigators ? 

Why should they not do what some of us did when we went to 
graduate school and worked our way through and squeeze out this 
or squeeze out that ? 

Well, there are a lot of answers to this but there is one hard 
fact which we face. A student, when he graduates from college with 
a bachelor’s degree, let us say in chemistry, can go out into industry 
and get 5 or 6 thousand dollars a year. Not only can he get it but they 
are around like bees around a honey jar trying to get them, 7 or & 
industrial people trying to grab him up. 

How can we encourage those people to go on and take more scientific 
training so that they will be the scientific leaders of the future ¢ 

I think there is a simple hard fact that we are up against, the 
competition, keen dog-eat-dog competition for these people. Further 
more, if a man receives a $2,000 fellowship which enables him to 
go on with graduate work, it is pretty small compared with what 
he would get if he went out into industry directly. He does not live 
in luxury. It makes it possible for him to live when he has already 
put in a big investment. 

So, as I say, I think it is absolutely essential that we encourage the 
young people to go on and better fit themselves for the sort of work 
which we so badly need in this country. 
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SOVIET PROFESSIONAL MANPOWER 


IT am one of those who has said that I think we should not say we 
are going to do this or we are going to do that, because the Russians 
are doing it. I thing we are a country that can stand on our own 
feet and make our own decision. 

But, nevertheless, having been 1 of the 5 representatives to Geneva 
at the Peace Conference last year, I feel I have an obligation to say 
that I was shocked by the necessity for reversing my previous opinion. 

I had thought that the Russians were so crude in their approaches 
to education and science that we did not have anything very much to 
worry about from them. I thought that a lot of people had said much 
more than the Russians deserved with regard to their competence. 
But I was certainly strongly impressed by the fact that they had been 
able to do many things that I did not think they could do. 

Furthermore, I was impressed by the fact that we heard over and 
over again that they are increasing more and more the number of 
students who are taking science and are being trained in science and 
in engineering. I think that this is almost a necessity for any country 
which desires to hold itself high in a modern scientific and techno- 
logical age. 

Every new development unfolds other developments, and the only 
way we can cope with these new scientific and technical developments 
is to have people who are competent to deal with them. 

Mr. Tomas. This little book, Soviet Professional Manpower, I 
read word for word, including most of the tables, and after reading 
it I completely reversed my thinking, too, just like you said you re- 
versed your thinking. 

Of course, we do not have to tie it to Russia by any means, but we 
found out what Russia is doing. This is the most alarming situation 
that I can imagine. I think I speak for the comittee that if we are 
going to be with the Foundation when the Foundation starts out on 
some new programs, we are going to encourage and help you. But 
this Russian progress is the most startling thing I know of. 

If this is true, and I have no reason to doubt what is said in this book, 
in another 5 to 6 years they are going to be ahead of us. Lord help 
us if they ever reach the point where they are ahead of us, and they 
are too close to us now. 


TRAINING OF HIGH SCHOOL SCIENCE TEACHERS 


Certainly you ought to pursue this new program that you started for 
the training—I think the word “refresher” is not a very accurate 
word—courses for your high school instructors which is estimated to 
cost $3 million this year. If you can use $9 million or $10 million, we 
are certainly prepared to give it to you. 

You are really striking at something worthwhile. 

My own thinking toward the Foundation in the past has been that 
you have been living in the past. You have been doing too much 
bookkeeping work to find out what has been done in the past. 

Let’s forget that. The past is prologue and it may have some 
value. You are striking out on something new now. You are going 
right at the fundamental thing, this shortage that is created by a 
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lack of high- school teachers. When you start doing work like that, 
you are I eally striking something that is of value to the whole Nation. 

The other program of supplying funds for research equipment, 
whether or not the committee is going to push along that line, too, in 
the way of encouraging you I ‘do not know. But get away from 
evaluating past work and spending four or five hundred thousand 
dollars in bookkeeping, evaluating, and sifting here and there. 

I think you have a fine program but I believe you can cut out some 
of your paperwork. Train your manpower. that is what you need. 

You have made one of the finest statements I ever listened to, but 
[ want you to go one step further. 


FEDERAL AID TO EDUCATION 


The Congress is now wrestling with the aid to education bill. Con 
gress is pretty well divided and the country is pretty well divided on 
whether the Federal Government should step into the field of educa 
tion or whether that field should be left to the States. 

Is the National Science Foundation getting into that field of edu- 
cation that has heretofore been left to the States? Is the Federal 
Government through the Foundation moving into that field? Give us 
some information on that subject. 

Mr. Bronk. I am glad you raised that point because I was going to 
end with that remark as bei ‘ing one that can be very safely dealt with. 
I was just going to finish by s saying that im this field, and T am de 
lighted that you recognize so clearly the great danger and, as I say, 
I do not look upon this as a danger vis-a-vis Russia, we have a re 
sponsibility to our own people : and I am one who has often said that 
I think our strongest weapon is a desirable and an effective way of 
life within our own country. If we have that, I have less fear about 
anybody being able to do anything to us from outside. 


SCIENTIFIC TRAINING PROGRAM 


With regard to this scientific training program, it is, | would say, 
In two parts: 

First, the encouragement and enabling of able students to go on 
and get a better tr — and in that I would include the discovery 
of able students because I do not think we recognize how many good 
people we have in this country. I think we are too apt to say, “Well, 
we havea very limited number of able people.” 

I think there are far more able people in this country than we 
dream about, if we give them a chance to show what they can do. 

Secondly, to improve the quality of teaching, because we all] know, 
and I wonder why we have the courage to criticize our secondary 
school teachers when very few of us woul | be willing to go and teach 
in the secondary schools ourselves. that we have to make a more 
attractive opportunity. I think we have to give them an caeatnnie 
to keep themselves alive. 

Mr. Tuomas. Is it not a fair statement that one of the many en 
that we can be assured of in our present day society is the in: idequi u\ 


of the support and financial — ance we give to our teaching pro 
fession, either in high school or in college. Towever, 1 understand 






the colleges have improved the status of their personnel in the last 
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5 or 6 years to some extent, although that is not so with the high 
schools. 

The pay for a good high-school teacher is $300 a month; you cannot 
get a good stenographer for that money. 

Mr. Bronx. When I go to the universities of which I am a trustee, 
the University of I -ennsylvania and Johns Hopkins, and look at the 
laboratories we have, I wonder why anybody would want to go into 
science. They are miserable in contrast with any industrial labora- 
tory of a third-rate organization. 

In any event, this is what we are now trying to do, or what the 
Foundation is trying to do, and I can with enthusiasm applaud their 
forward-looking program. 

I agree with you also, Mr. Chairman, that we have laid the founda- 
tion for study. It is up to us now to get out and do the job which 
is so desperately needed. 

As regards the position of the Science Foundation in this whole mat- 
ter of are we supplanting, are we freezing out the private institutions, 
are we taking over the prerogatives of the municipal and State insti- 
tutions and bringing too much under Federal control? I would say 
that the Science Foundation is apart from this controversy because 
what we are doing is to aid institutions throughout the country, both 
public and private, and I think it is doing it in such a way that 
whether a person believes in greater Federal support of education or 
less Federal support, you w ould find no one who disapproved of the 
type of support that the National Science Foundation is giving. 

I can say that as a trustee of two private institutions, I can say it 
as an alumnus of a great State university. and I can say it as the presi- 
dent of what is thoneht of as a verv wealthy and new type of organiza- 
tion, the Rockefeller Institute. Despite the fact that we hve the 
Rockefeller money behind us, we cannot do what our imagination 
shows us we can do unless we get more support than we can get from 
our limited endowment. 

In conclusion, I would like to say that having observed the work 
of this Foundation, I can enthusiastically support it, although I real- 
ize it is not perfect. 

Mr. Waterman. May I add to that? 

Mr. THomas. Surely. 

Mr. WatTerMAN. Just to say that in all this work of what we eall 
education in the sciences, we are in close touch with the Office of Edu- 
cation. Broad educational problems reachine beyond science in all 
the subjects are, of course, in their territory. They know the work we 
are doing and are enthusiastic about it. 

Our work is intended to study and find out such things as how to 
find scientific aptitude at all levels, how to give wise counseling, how 
to encourage teachers to do a better job and how one can make a science 
teacher reach more people than he has heen accustomed to reaching. 

Mr. Yates. Do you not have a tougher job than that really ? 

I clipped an article from the St. Louis Post-Dispatch which con- 
tained a sneech of Dr. Charles A. Thomas, president of Monsanto 
Chemical Co., in which he pointed out that only 1 out of 11 high school 
students studies chemistry. A physics magazine states flatly that the 
youths of our Nation are “staying away from physics in droves.” 





ANCE: 


9 abi Net Man. 


in on ita Oa i 


siemens 








atau at al 


> RI ici enn 


OL AP ainda AS) 5 


er Rb lt ore 


6S et BN RA ae 











0295 
“Since 1900, the percentage of high school students studying algebra 

has declined from 56 percent to about 25 percent; of those studying 

geometry, from a little over 25 percent to roughly 12 percent. 

“In sample surveys, teenagers voted mathematics and foreign lan- 
guages the two most unpopular subjects in school. 

“Teenagers | in New England told a survey-taker that they regarded 
a ‘scientist’ as cold, cale ul: ating, and without social interest or moral 
standards—an occupation fit for ‘queer geniuses’.” 

Your survey, and it is a very interesting survey, that I read in your 
fifth annual report points out what happens to students at various 
stages of their education. 

Mr. THomas. Quoting from that same Dr. Thomas, he gives the 
answer a little further along. Let me see if I can fine the quotation in 
the justification. 

The same Mr. Thomas, of Monsanto Chemical Co., said: 

“All too frequently a great many students who do have an interest 
in science have the misfortune to enter the classroom of unqualified 
teachers. There either the spark of curiosity which the student orig- 
inally had is snuffed out by apathy or else they develop a healthy dis- 
respect for all things scientific.” 

Mr. Yares. That isa quotation from the same speech, is it not ? 

Mr. THomas. Yes. 

Mr. Yates. How are you going to stimulate interest, or is it your job 
to try to stimulate interest among the high-school students, among the 
children of America, so that by the time the *y enter high school there is 
real vital interest in learning the physical sciences and learning mathe- 
matics ¢ 

Mr. Bronk. That is the reason for this program. 

If I remember correctly, this $3 million is set aside for high-school 
teachers who will come back to summer institutes at 25 universities. 

Mr. Tuomas. No,no. There are 2 universities now and 6 more this 
year, which is one-fifth of what it ought to be. 

Mr. Bronk. Maybe I was thinking of what it should be. 

Mr. Ketiy. You are thinking of the summer institutes. 

Mr. Bronx. To get them fired up to go back and be better teachers. 

Mr. Yates. These are colleges only. 

Mr. Bronk. No; high-school teachers, too. 

Mr. Botanp. This is the only way it could be done. 

Mr. Bronx. For instance, I know of a high school in New York 
which had a teacher of physics who wanted to go, in fact, he started 
going, down to Columbia on Saturdays to take some advance work 
because he was interested in it and was alive. His principal said to 
him when he heard about it: “You will have to stop that because 
you are supposed to be up at the football games on Saturday after- 
noon. You are destroying student morale by not being there.” 

The question is whether you want the student’s morale developed 
in one way or another way. I think the future of the country is 
dependent on people who have an interest in keeping it alive. 

The thing that the Science Foundation is doing is reflected here in 
the Washington area. There is a committee with representatives of 
8 or 9 of the local universities such as Georgetown, George Wash- 
ington, University of Maryland, and others, and they are laying out 
courses for the high-school teachers in Alexandria, Prince ‘Georges 
County, here in the District, and all around in this area. 
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The local parent-teachers association, Rotary clubs, chambers of 
commerce, are raising money to give these people, these teachers, an 
opportunity to go for 4 to 6 months to these universities and take 
courses which refresh them and revitalize them, give them better 
training for this sort of thing; that has come as a result of the sort of 
leadership which the Science Foundation has given. 

Mr. Yares. Is there anything we have done in methods of modern- 
izing teaching rather than revising textbooks ¢ 

Mr. Waterman. That is part of our program. We are looking for- 
ward to having scientific societies study the syllabi of the teachers 
so that they will be up to date in their knowledge of subjects. 


SUMMER INSTITUTES FOR SCIENCE TEACHERS 


There are two sides to the topic Dr. Bronk has been speaking about. 
One is the summer institutes, as we call them, where high-school and 
college teachers in certain subjects, say mathematics, physics, biology, 
and chemistry meet for 6 or 8 weeks with a few research people who 
can tell them the up-to-date research going on in their field. This 
gives them a unique opportunity to learn what research in their sub- 
ject is doing. 

These also take place with high-school teachers alone, and sometimes 
mixed high school and college. We plan 25 of those for next year. 

The other 1 is in 2 universities, to provide year-round graduate 
science instruction for high-school teachers. 

Mr. Tuomas. No; 2 plus 8. 

Mr. WavrerMAN. Two this year, plus eight more next year. These 
provide courses in instruction for high-school science teachers and 
enable the latter to finance oe way. They study their own back- 
ground subjects for a whole ye We hope this movement will grow. 

Mr. Boranp. Would not i stimulation have to go back beyond 
the high-school teacher ? 

A student graduates from high school, but I think his attitude 
toward mathematics is developed not in high school but in grammar 
school. I do not know what the Foundation can do about ‘it, but it 
would seem to me that their ought to be greater emphasis on the local 
level to try to get the student ‘to like mathematics. If he goes into 
high school and the teaching is good, then you have it. 

Mr. Yates. Perhaps the answer lies with the cereal companies. 
They put on programs about space cadets and interplanetary travel 
on television. They should tell the kids that they cannot become space 

cadets or learn to travel in interplanetary paths unless they learn 
Gate physics. 
SOVIET PROFESSIONAL MANPOWER 


Mr. Tuomas. How much money did the Foundation spend on this 

p: amphlet published by the Harv ard Research Center, the book entitled 
“Russian Scientific Manpower” ? 

Mr. Suepparp. The work was about $12,000. It sells for $1.25 a 
copy in the Government Printing Office. Our original estimate for 
printing was $4,800. 

Mr. Tuomas. Who else contributes to the financial success ? 

Mr. WarrrMAN. Ours is the major support. The project was done 
under the joint sponsorship of the National Academy of Sciences 
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and the National Science Foundation. We provided the funds for 
publication. 

Mr. Tuomas. The National Science Foundation paid the entire cost 
of the research ? 

Mr. WarerMAN. I believe so. 

Mr. Tuomas. Is it accurate? 

Mr. Waterman. Am I right on that, Dr. Sunderlin? 

Mr. Sunper.in. I[ believe both the National Academy of Sciences 
and the National Science Foundation provided funds for the work. 

Mr. Tuomas. The National Academy of Sciences? 

Mr. SunDERLIN. Yes. 

Mr. Tuomas. We first heard of this subject of Russian technical 
manpower, this committee, for the first time about 3 years ago from 
Dr. Dryden of the NACA. It seemed as if Dr. Dryden initiated it. 
He had been to Switzerland and picked up some Russian publications 
that had been translated into German and French. 

Is that the genesis of this book entitled “Soviet Professional Man 
power”? Did Dr. Dryden start that? 

The next year I noticed some more figures published in various 
newspaper articles, and each article had the same figures that our 
distinguished friend Dr. Dryden gave out. 

I was wondering if this material is accurate. 

Mr. Bronk. There was a gradual realization. For instance, the 
reason Dr. Dry den was so well aware of it was that he had been over 
there and, in any event, we saw the MIG’s coming along and all the 
aeronautical developments that we began to see in Korea. 

During the Second World War the Russians had practically nothing 
with regard to aeronautical developments. For instance, they had a 
lot of our C-47’s redressed inside in a worse way than we did, but still 
on the side of the wing they had “Do not step here” still in English. 

Gradually we began to see that they were putting out these various 
aeronautical dev elopments and we began to wonder. How were they 
doing it? 

First we felt that this was the result of the Germans that they had 
brought in, but as it went on we decided we had better have a second 
look. In the literature that began coming out, we began to find that 
they were doing some pretty good work in physics and so on: that is 
what I think catalyzed our interest, would you not agree, Mr. Tuve? 

Mr. Tuve. I am sure it was. 

Mr. Yates. How accurate is the material we read in the papers 
today, concerning the progress the Russians have taken in intercon- 
tinental ballistic missiles which supposedly is ahead of our knowledge. 

Mr. Bronx. I do not know the answer. 

Mr. Waterman. I cannot answer. 

Mr. Gross. There is one phase I know a little about. 

Their chemical development has been extremely impressive in terms 
of new types of fuels. They have made very considerable progress in 
the dev elopment of effective fuels and of course that is a very important 
basie point in that field. 

I get from industry that industry is looking very carefully at 
Russian translations and following it very closely. Formerly we at- 
tributed it to German leadership, but it must be innate in the Russian 
situation. 
72350—56—pt. 1——3 


Mr. Tuomas. You think it is innate in the Russians themselves ¢ 

Mr. Gross. You can take the number of people that are trained for 
engineering. It is about 60 percent emphasis on science and en- 
gineering. 

Mr. Tuomas. And 70 hours per school week; imagine it. 

Mr. Yates. Here in another artic ‘le I clipped from the Christian 
Science Monitor entitled “Uncle Sam’s Achilles Heel,” talking about 
what Admirals Strauss and Rickover have said in compar ing our sys- 
tem against the Soviet’s: 

“In nuclear scientists, the picture is even darker—500 being trained 
here this year when the need is for 2,000. America’s shortage in 
scientists to teach these scientists is downright deplorable; that is the 
real bottleneck. 

“The Soviets have a longer school year—longer school week, shorter 

vacations. They work the students harder in school hours. They 
ask out the gifted students and give them every encouragement to get 
ahead. They stress physics, chemistry and m: ithematics, while in 
America these subjects are minimized. 

“They know the value of scientists, physicists—and are pushing 
their training; the United States knows the value of scientists, engi- 
neers, physicists—but hi as no real program for helping and using them. 

“This, then, is Uncle Sam’s Achilles heel.” 

Mr. Warerman. We had independent corroboration of some of these 
facts here, Mr. Chairman, from a visit made by Dr. Homer Dodge 
and his son. They had chances to visit people at the universities, so 
they learned quite a bit about the educational system. 

You may have seen it in U. S. News & World Report. 

Mr. Tuomas. Yes. 

Mr. Waterman. They reported that 40 percent of the time of the 
secondary schools, what corresponds to our secondary schools, is de- 
voted to science. Five years of physics is required before university, 
four years of chemistry and mathematics straight through. 

Mr. Tuomas. What does that little book, Russian Professional Man- 
power, cost if you get it at the Government Printing Office? 

Mr. WarerMan. $1.25 

Mr. Tuomas. How mney copies have been published and sold so 
far; do you have any idea 

Mr. Suepparp. We have had 1,200 made for the Foundation. 

Mr. Tuomas. I think you could well afford to spend whatever is 
necessary for at least fifteen or twenty thousand copies and send them 
out to every high school superintendent in the United States. I think 
it would be the best money you could spend. Certainly it would pro- 
duce results. 

Mr. Priiirs. What makes you sure they would read them? 

Mr. Tuomas. Of course, I do not know, but I imagine some of them 
would. 

Mr. Waterman. Off the record. 

(Discussion off the record.) 


SumMMARY OF FOUNDATION’s ACTIVITIES 


Mr. Tuomas. This year you seek $41.3 million, which is an increase 
of $25.3 million over 1956. 
Mr. Reporter, at this point would you insert pages 3 through 7. 
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(The justification referred to follows :) 


Foundation activities for fiscal year 1957 are summarized as follows: 
NATIONAL SCIENOE POLICY STUDIES 


Surveys and reports.—As data from surveys begun in previous years are used 
in reports to be issued during fiscal year 1956, a shift of emphasis toward more 
specific problem areas and further analysis of existing data will permit some 
reduction in program level for this function in fiscal year 1957. Because the 
economic implications of science have constituted a greatly neglected area of 
research in the past, the foundation initiated studies on the economic effects of 
research and development in fiscal year 1956 which will be carried on in fiscal 
year 1957 at a slightly increased level. A total of $450,250 is requested for 
these two activities in 1957, which is $35,800 below the contemplated 1956 level. 

Clearinghouse for scientific personnel information.—Since an adequate supply 
of experienced scientific personnel is one of our most important natural re- 
sources, it is essential that up-to-date information on the supply, demand, and 
characteristics of the reservoir of scientific manpower be available for considera- 
tion of its implications on matters of science policy. Continued emphasis will be 
given in fiscal year 1957 to studies involving the compilation and analysis of 
information regarding the extent, nature, and utilization of scientific manpower. 
in addition, the Register of Scientific and Technical Personnel, a joint Govern- 
ment-professional society operation, will continue registration of qualified 
scientific personnel in the natural sciences and other related disciplines, with 
the expectation that fiscal year 1957 will witness completion of initial registra- 
tion of all scientists who meet present standards for inclusion. A total of 
$300,000 is proposed to carry out these activities in fiscal year 1957, a reduction 
of $800 from the amount available in 1956. 

Interdepartmental Committee for Scientific Research and Development.—The 
National Science Foundation has since fiscal year 1954 provided the secretariat 
for this Committee, which was established by Executive Order 9912 to study 
and discuss administrative problems of common interest to Federal agencies 
engaged in research and development and to recommend changes in adminis 
trative policy and practice which would improve the efficiency of Federal research 
activities. In order to continue to provide secretariat services to the Committee, 
u total of $18,050 is requested in fiscal year 1957. 

Special committces.—From time to time the Foundation establishes special 
committees of leaders in specific fields of science and outstanding individuals 
in public affairs to study particular problem areas and recommend appropriate 
ae ion. During fiscal year 1955 and 1956 a special committee, consisting prin 
cipally of college and university presidents, was appointed to study the relation- 
ships between Government and universities in administration of research. In 
fiscal year 1956 a special committee was appointed by the Foundation, to 
evaluate the medical research programs of the Department of Health, Educa- 
tion, and Welfare. {t is anticipated that these or similar committees will 
function during the 1957 fiscal year, and that at least $31,700 will be required 
to cover costs of these committees. 


SUPPORT OF SCIENCE 


Grants for support of research projects.—Since its establishment, the Founda- 
tion’s program for basic research has emphasized support of individual re- 
search projects of scientists in the colleges and universities. This program 
not only makes possible essential basic scientific research by competent in- 
dividuals, but also provides a means for increasing our national scientific 
potential, as science students and younger scientists receive the opportunity 
io carry on work under the supervision of experienced scientists. The limited 
funds which have been available for this purpose have been distributed among 
all scientific fields and subfields on the basis of the quality of the research 
proposed. During previous years the Foundation has been able to support only 
“ small fraction of the meritorious research proposals received. If adequate 
funds for support of research are not available, not only will our potential for 
increasing fundamental scientific knowledge be reduced, but opportunities for 
adding to our limited supply of qualified scientific manpower will be diminished. 
In fiscal year’'1957, a total of $22,800,000 is requested for support of basic re- 
search projects, an amount which will enable the Foundation to support meri- 
torious research proposals to the extent of approximately 60 percent of the 
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amounts requested in the proposals. The sum of $22,800,000 represents an 
increase of approximately $12,800,000 over the amount available for this purpose 
in 1956. 

In order to assure that support is given to the most meritorious of research 
proposals, the Foundation utilizes the advice of leading outside scientists. 
Through this system of evaluation, the Foundation is also assured that its 
programs are responsive to the scientific needs of this Nation, as visualized 
and determined by its leading scientists. 

Grants for support of research facilities —As the tools of scientific research 
become more effective, they also become more complex and costly. As a result, 
our educational institutions, whose income and resources have not risen in pro- 
portion to the increase in research costs, are no longer able to supply the major 
items of equipment and facilities hampers the advance of scientific knowledge 
lack of modern research facilities hampers the advance of scientific knowledge 
through diminishing opportunities for carrying on significant basic research 
in certain areas, and through markedly reducing the possibilities for training 
scientists of competence, skilled in advanced research techniques. In order to 
assist in remedying this deficiency, the Foundation proposes in fiscal year 1957 
to provide a total of $7 million for urgently needed research facilities, an increase 
of approximately $6.7 million over 1946. Since the greatest deficiencies are in 
areas such as astronomy and biology, where there are no direct links between 
basic research and development, the estimate includes $3,500,000 for construction 
of a radio astronomy facility containing a 140-foot radio telescope and auxiliary 
equipment ; $600,000 for site location, planning and design studies for an astro- 
nomical observatory containing an 80-inch reflecting telescope, and for procure- 
ment of a 36-inch reflecting telescope; and $1 million for partial support of the 
maintenance and operation of biological fleld research facilities such as desert. 
Arctic, marine, and fresh water laboratories. In addition, this amount includes 
$1,100,000 for nuclear reactor facilities and $800,000 for electronic computer 
facilities, to provide partial support to a limited number of universities for the 
procurement of the equipment urgently needed for the performance of basic 
research and for training scientists in the use of these new fundamental re- 
rearch devices. 
trants for training of scientific manpower 

Fellowship program.—The Foundation’s program of graduate fellowships in 
science is one of the most effective means for increasing our scientific manpower 
potential in the immediate future. The amount requested for fiscal year 1957 is 
$3,265,000, an increase of approximately $1.1 million over 1956. This sum will 
provide for over 810 predoctoral and 175 postdoctoral fellowships in science, 
and in addition will provide 90 fellowship awards to present college science 
teachers. This latter program will assist in the improvement of standards of 
college-level science instructions by providing teachers of science with oppor- 
tunities for advanced study and research. 

Fducation in the sciences—The Foundation’s program of education in the 
sciences is concerned with the problem of providing the necessary supply of 
competent scientific manpower which will be so urgently needed in the years 
ahead. Since training of a scientist or a science teacher is a long-term process, 
from the high-school years through undergraduate and graduate study, the 
problem must be attacked on a long-term basis. Basic experimental programs 
in this area are focused at the problems of strenethening present science 
teaching, improving science curricula and teacher training, and early identifica- 
tion, motivation, and counseling of able students with scientific aptitude to 
pursue careers in science and science teaching. The amount requested for fiscal 
vear 1957, $5,375,000, represents an increase of approximately $4.1 million over 
1956. and provides for expansion of going programs to a more effective level. 
Of the amount requested, $83 million is aimed at strengthening present high- 
school science teachers by means of an experimental supplementary training 
program, which contemplates the support of specially designed year-long courses 
of study at selected universities for high-school science teachers, and financial 
assistance to selected high-school science teachers which will enable them to 
undertake such additional training. 

Rericw of research and training programs.—This subactivitv includes all 
administrative costs related to the activity “Support of science,” as explained 
in the detailed justifications. The amount requested for fiscal vear 1957 is 
$930,000. Although this amount represents an increase of $103,000 over 1956, 
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no significant increase in staff is contemplated. The increase covers addition 
of a program director and a staff assistant in the biological sciences, additional 
costs for consultant services and travel in connection with urgently needed 
expansion in the “Support of science” functions, payment of salaries for a 
full year for positions filled for only a part of fiscal year 1956, and increased 
costs for testing services in connection with the proposed increase in the fellow- 
ship program for 1957. 


SCIENTIFIC INFORMATION EXCHANGE 


Maximum progress in scientific research is dependent upon effective com- 
munication among research scientists throughout the world, since new knowledge 
discovered by one scientist can contribute to the work of all scientists working 
in the same or related areas. The Foundation’s program for effecting better 
interchange and dissemination of scientific information includes: translation 
and review of Russian scientific literature for distribution among American 
scientists; emergency support of important scientific publications, such as 
journals, monographs, and reference aids; coordination of scientific information 
by collecting, reviewing and publishing information on Government-supported 
projects in several scientific fields; research and development on improved 
methods for classifying, filing, and making available more of the world’s pub- 
lished scientific literature for the use of research scientists; and assisting out- 
standing scientists of this Nation to attend important international scientific 
meetings. 

A tota] of $631,000 is proposed for these activities in fiseal year 1957, an 
increase of approximately $257,000 over 1956. The increase provides for addi- 
tional emphasis on all of the basic programs indicated above, and includes 
$90,000 for partial payment of travel expenses to enable American scientists 
to participate in selected international scientific meetings. Although no funds 
were expended for this purpose in fiscal year 1956, the Foundation believes that 
the importance of direct personal communication among outstanding scientists 
of different countries in stimulating thinking and promoting the exchange of 
scientific ideas is such that this means of scientific communication should be 
strongly encouraged. 


EXECUTIVE DIRECTION AND MANAGEMENT 


This activity includes the Office of the Director, and the personnel, budget, 
accounting, auditing, supply, communications, and grants administration fune- 
tions of the Foundation. Although the administrative workload of the Founda- 
tion has continued to increase steadily, no increase in the number of employees 
to carry out these functions is contemplated in fiscal year 1957. Although 
the amount of $499,000 requested for fiscal year 1957 is approximately $33,000 
greater than that available in 1956, the increase reflects only additional supplies 
and materials, equipment, and communications, together with increased per- 
sonal services costs resulting from budgeting on a full-year basis for positions 
which were not filled until after the beginning of fiscal year 1956. 

Mr. Tuomas. That is a very fine narrative and shows exactly what 
you are doing. ; 

You have four functions: The “National science policy studies,’ 
“Support of science,” “Se ientific information exchange,” and “Ixec- 
utive direction and management”; is that correct ? 

Mr, WaTerRMAN. Yes, sir. 

The major items are for support of research, support of research 
facilities, and for the training program. Those are the major items. 


SUMMARY OF OBLIGATIONS BY ACTIVITY AND PROGRAM 


Mr. Tuomas. Mr. Reporter, at this point you will insert page 8, 
which is a summary of obligations by activities and program. 
(The justification referred to follows :) 





Summary of obligations by activity and program 


National science policy studies: 
Survevs and reports ___- 
Special committees and ICSRD _ 
Clearinghouse for scientific personnel information_- 


Total, national science policy studies_.........._- 
Support of science: 
Grants for support of research projects: 
Biological and medical sciences 
Mathematics, physics, and engineering sciences 
Subtotal 
Grants for support of research facilities: 
Biological and medical sciences__._........-..-- 
Mathematics, physics, and engineering sciences 
Subtotal 
Grants for training of scientific manpower: 
Graduate fellowships-.- 
Education in the sciences 
Subtotal 
Review of research and training programs: 
Biological and medical sciences 
Mathematics, physics, and engineering sciences 
Training of scientific manpower 
Subtotal 
Total, support of science 
Scientific information exchange: 
Dissemination of scientific information 
Attendance at international meetings 
Total, scientific information exchange 
Executive direction and management 


Total obligations 








Actual, 
fiscal year 
1955 


$581, 491 
33, 285 
286, 502 


901, 27 


3, 611, 562 
4, 243, 707 


7, 855, 269 | 


0 
154, 200 


154, 200 


Estimate, 
| fiseal year 
1956 


4, 857, 646 
9, 966, 792 


5, 109, 146 | 


| 
| 
| 
| 


Estimate, 
fiscal year 
1957 


11, 400, 000 
11, 400, 000 


22, 800, 000 


Increase 
(+) or de- 
crease (—) 
1957 over 

1956 


—$35, 800 
—400 
—800 


~37, 000 


+6, 290, 854 
+6, 542, 354 


+12, 833, 208 





0 
251, 500 


251, 500 





1, 000, 000 
6, 000, 000 


7, 000, 000 | 


+1, 000, 000 
+5, 748, 500 


+6, 748, 500 








1, 783, 706 
315, 790 


2, 099, 496 


2, 150, 000 
1, 300, 006 


3, 450, 000 


3, 265, 000 
5, 375, 000 


8, 640, 000 


+1, 115, 000 
+4, 075, 000 


| +5, 190, 000 








184, 038 
197, 746 
295, 767 


77, 551 


242, 000 
245, 000 
340, 000 


827, 000 


275, 000 | 


265, 000 
390, 000 


930, 000 


+33, 000 
+20, 000 
+50, 000 


+103, 000 











10, 786, 516 


77, 054 


403, 339 


14, 495, 292 


465, 479 





13 | 16,171, 459 


373, 688 | 
0 


373, 688 631, 000 





39, 370, 000. 


541, 000 
90, 000 


499, 000 


41, 300, 000 


+24, 874, 708 


| +167, 312 
+90, 000 


+257, 312 

+33, 521 

|+-25, 128, 541 
| 


Mr. Tuomas. The first activity is “National science policy studies.” 


Surveys and reports.—As data from surveys begun in previous years are used 
in reports to be issued during fiscal year 1956, a shift of emphasis toward more 
specific problem areas and further analysis of existing data will permit some 
reduction in program level for this function in fiscal year 1957. 


You 
$37,000. 


yant $800,000 in 1957 against $837,000 for 1956, a decrease of 


I have noted that it is of doubtful value; that it ought to be cut in 


half. 


Take your manpower, your scientific brains that you have and your 
money and put it toward something that looks constructive, such as 
the two programs you initiated this year, and you would be getting 


some place. 


SUPPORT OF SCIENCE PROGRAM 


It may be of some value but are you going to chase rabbits or are 


you going after big things? 
national science policy studies. 


That is what you are doing in your 


But let us look at the support of sciences program, which is on page 4 


in your justification. 
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The program is composed of grants for research projects, and 
grants in support of research facilities, which is something new and 
I think you on something there. The grants for research projects 
(biology and medicine) in 1955 had $3.6 million, and you increased 
it to $5.1 million in 1956, and now you want to go to $11.4 million in 
1957, an increase of $6.2 million. 

As far as I am concerned, I think you are all right, you are on 
sound ground, 


GRANTS FOR SUPPORT OF RESEARCH PROJECTS 


For mathematics, physics, and engineering sciences you had $4,857, 
000 last year and are asking for $11,400,000 in 1957, a $6.5 million 
increase 1n 1957 over 1956. 

The total for the two programs for 1957 is $22,800,000 against $9,- 
966,000 for 1956, an increase of $12,800,000. 


GRANTS FOR TRAINING OF SCIENTIFIC MANPOWER 


In the grants for training of scientific manpower program you show 
an increase of $4 million over last year. The $4 million increase is 
in the postdoctoral, isn’t it? The $1 million increase is in the gradu- 
ate fellowships. 

Mr. SuHeprarp. The $4 million increase is in education in the sciences. 
Jt is the training program for high school and college science teachers. 

Mr. Tuomas. That isthe new program, is it not ? 


Mr. WarermMan. That is right. The fellowships are separate. 


NUMBER OF FELLOWSHIPS AND INSTITUTIONS ATTENDED 


Mr. Tuomas. The fellowships jumped from $2,150,000 in 1956 to 
$3,265,000 in 1957, an increase of $1.115 million. 

What is the total number of fellowships this year and the number 
of institutions involved ? 

Mr. WarerMAN. 715 predoctoral fellowships. 

How many institutions, Mr. Kelly ? 

Mr. Tuomas. We will get into the details of that. 

Mr. WaterMAN. We can furnish that for you, sir. 

And there are 70 postdoctoral fellowships. 

(The information requested is as follows :) 

Under the terms of the National Science Foundation Act of 1950, recipients 
of National Science Foundation fellowships have the privilege of attending edu- 
cational institutions of their own choice. The list which appears below contains 
the names of the institutions selected by the recipients of fellowships for the 
current academic year, the fields of study, and the amounts obligated for pay- 


ment to the institutions for tuition and other fees, based on the standard rates 
charged by the institutions for all students. 
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State and institution 


ARIZONA 
University of Arizona: Biology, systematic -- 


Total, State of Arizona 


CALIFORNTA 


University of California, Berkeley: 
Biology 
Molecular - -. 
Systematic -- 
Chemistry 
Engineering - -- 
Mathematics - - 
Physics ‘ 
Psychology-- 


Subtotal 


= 


Tniversity of California, Davis 
Biology: 
Regulatory - - 
Systematic- 


Subtotal_.....--- 


University of California, Los Angeles: 
Anthropology - -------- 
Biology, systematic - - 
Chemistry 
Earth sciences-- 
Engineering - - 


Subtotal_---- 


Iniversity of California, Scripps Institute: Earth sciences-- - 


Subtotal 


os 


‘alifornia Institute of Technology: 
Astronomy 
Biology, general --------- : 
Chemistry -- 
Earth sciences 
Engineering 
Physics 


Subtotal 
Mount Wilson Observatory: Astronomy 
Subtotal- 


Stanford University: 


Engineering 


eeiieeeeee 128 i Boobs lendencuwnsocdbcannseonnenensss 
University of Southern California: 
Chemistry 
Biology, regulatory 


Subtotal 
Total, State of California 


COLORADO 
University of Colorado: 


Earth sciences._..--.------------------------2--0e0- orn rn nn nnnn" 


Biology, general 


Total, State of Colorado 


Mathematics..........---------.---- Ue chee enne 


| Number Tuition 
| of fellows | and fees 
ee _|—————_| a budetiesiide 
| ' 
| | 
adhe ite 1 | $105 
1| 105 
“ee = = — —=> = 
| | 
| 
| 1 374 
a7 9x0 
18 | 8, 546 
7 | 1 | 74 
eee a 1, 275 
7 1, 933 
2 785 
nel 36 | 13, 967 





2 | 700 
| 1 575 
3 1, 275 
1 | 125 
2 325 
3 | 395 
1 | 135 
. 1 575 
Derren | pneenee 

5 8 1, 5 
1 - 575 
we ee 1 575 
a al al 2 1, 506 
IL 3 1, 706 
ae 12 8, 413 
Tih dagbaed 2 1, 506 
a 2 1, 371 
etre 6 3, 830 
ee ae 8, 332 

cantatas rs =) 2 
a ainiiaiemniel 1 200 
imubiieniee’ 2 1, 540 
Be esis 3 2, 640 
sc alieseitindell 13 9, 900 
ee 2 860 
peedecet ere 1 200 
iicaacneninapeinibetedl 6 4, 400 
ers 880 
ada 20, 420 

















aad 1 840 
ae 1 125 
staan 2 | 965 
siekaeiuilis | 106|  —_—*57, 280 
silciicend 1 522 
cone anaes 3 621 
incl 4 1, 143 
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4 
. Numbe luition 
State and institution nber - 
of fellows ind fe« 
CONNECTICUT 
Yale University: 
Biology: 
i ata ‘ 2 : ‘ 5 $4,175 
NEE SE EMEA ee eas 3 1, 850 
NI ico os act cats incip cto iiiatiniaal ‘ ; 3 1, 000 
Chemistry a —— oc S 5, 725 
Earth sciences. ---- ioe 3 2, 225 
Physics pie 5 3, 875 
Mathematics ' 1 RK) 
Psychology : 3 2, 225 
Total, State of Connecticut ; : 31 22, 82 
DELAWARE 
University of Delaware: 
Biology, general = ; l 350 
Engineering pam ‘ 2 768 
Total, State of Delaware 3 1, 127 
FLORIDA 
Florida State University: 
Biology, systematic - I OOO 
Chemistry 1 700 
Earth sciences. --. ‘ os l WW) 
Subtotal : 3 2, St 
University of Florida: 
Chemistry ‘ I 1UF 
Engineering , l WW) 
Subtotal Soni ’ 2 605 
Total, State of Florida ‘ ; § 3, 255 
j GEORGIA 
Emory University: Biology, general » 2 1, 400 
Subtotal ee: 5 : 2 1, 400 
Georgia Institute of Technology: Chemistry ‘ l 281 
Subtotal isulatin bieitialeind ; . 1 281 
Total, State of Georgia 3 1, 681 
7 ILLINOIS 
University of Chicago: 
Anthropology 3 $2, RRO 
Astronomy l 0 
Chemistry 2 5 1, 320 
Biology: 
Molecular l ABO) 
Regulatory 2 1, 920 
Systematic 2 1, 920 
Mathematics 14 1,440 
Physies 13 11, 520 
Psychology ] on) 
Subtotal 42 34, 800 
Illinois Institute of Technology: Engineering 1 530 
Northwestern University: 
Anthropology 1 20) 
Biology, general ! 738 
Earth sciences | 7 
Engineering ; 2, 214 
Chemistry ’ 3 2, 032 
Psychology 4 2, 942 
Subtotal 13 & RA4 
University of Illinois: 
Biology, regulatory 2 722 
Chemistry : 15 5, 729 
Engineering on l 526; 
Mathematics a 1 106 
Physics_---. & 2 848 
Subtotal , : 27 10, 021 
Total, State of Dlinois-- ey ‘aia &3 54, 215 
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Tee Number Tuition 
State and institution of fellows and fees 
a — — _ | 
INDIANA 
Indiana University: | 
Astronomy. a ee ee 1 $405 
IGS os wire cot cc cdc aces eeticesdhintecndcueneesacecnsesane 4 1,110 
Chemistry ; ‘ ickhvvneneae Sal 1 345 
Earth sciences . = ‘ ko Ee receneniewel 2 525 
NS 22 eh DER EDERER AHAB CARER ROREE RORaOK KE eee DeKeebeeine 1 405 
Subtotal___- ‘ ‘ ; satoaaiee 9 2, 790 
Purdue University: | 
Biology: 
General__ 3 <vleecibbeawekeenok iii bianing ce tbe 4 1, 465 
Molecular -_- Gea a Scere ce eae eee oa 1 195 
Chemistry---_.-_- pe er are ee a eae Sa nnlek Seaibe Sew scl 1 645 
Engineering a ak a ae ee ee eee | 1 | 645 
DRC! 2. see Cena ob ate bina waneannueaeke -| l 645 
Subtotal____- Se Sie he 8 3, 595 
Total, State of Indiana ___. 17 6, 385 
IOWA ac 
Iowa State College: 
Biology: 
a a a a ee Ons 1 200 
Systematic. _- ee nd ean hee cin neianaeee aim 2 680 
a 1 200 
I a Oe ee as 2 680 
ee ee ee ks oo cane nace maies 6 1, 760 
State University of Iowa: es 
Chemistry a ea IS a dae eae ee 1 200 
re ee iat etekdida hakmdenein named osintiaderaus 2 864 
I | 3 1, 064 
iar 3 os ok ee einem — @ 2, 824 
KANSAS 
Kansas State Teachers College: Biology, general.-_....................-..-.-..- 1 232 
University of Kansas: 
I 4 1, 559 
Re AO De ee eS i ab oboadimovewanewue 1 442 
a es et a ppeeeinsuenununkonuudeueasisniell 1 295 
I ee Be Se oka edee mcapen eae ssot 6 2, 296 
EE I ok oe as Soa oe cncebpensnacenhnneddwaudianase | 7 2, 528 
KENTUCKY - 
University of Kentucky: | 
eee areas ao, Sabah bapedussasaabokee aan 1 375 
se kik ic ceeitindieg oan oneaae 1 195 
TI a i oe i Os eoucabhakoumkeeee 2 570 
LOUISIANA 
Louisiana State University: Biology, systematic. _._..........._..-- asc 1 198 
Tulane University: bahay ha cikitiad alte 
Biology, systematic. ‘ ‘ J 1 825 
Mathematics_-_- Sagke 1 825 
RC ot tats tad conehicn dad snk Aopen ewe a tienda aaeameeeae 2 1, 650 
er anon si euuadbainsducnukusieaue ce i 1, 848 
MARYLAND - 
Johns Hopkins University: 
Biology: 
ee ee 4 4, 800 
EE staat gene cL ccs pale a saumnos Roch pend adae ees oememren 1 1, 200 
ah a ubceennnbbeaunces cenecedin 1 200 
I ta ae 1 1, 200 
Earth sciences __-._--.-. cpehehin ck Maas haumh made cede ash aeebolnciamesewwmaie 1 800 
Tee eer ee ca ee ee rd 1 1, 200 
ee ae y 9, 
| } —= 


: 
% 
£ 


ei Pa 


Bs dee 








. Number Tuition 
State and institution of fellow ; ool — 
MARYLAND—Continued 
University of Maryland: Physics jaenininetia ‘ ' és 2 $1, 162 
Total, State of Maryland eideianiioas és s 11 10, 562 
MASSACHUSETTS 
Boston College: Physics is ; i 1 560 
Boston University: Chemistry- --- ‘ 1 835 
Harvard University: 
Astronomy. .-- — 2 ia 3 2, 220 
Biology: 
Anthropology... -.--.-- 3 3 1, 680 
General ; ” 7, 195 
Molecular - --- alae aa 4 3, 215 
Psychology ‘ oe 2 100 
Regulatory 2 1, 650 
Systematic_ : ] 200) 
Chemistry- : 35 26, 625 
Earth sciences ; 5 4,125 
Mathematics . ~" inicio ~ 6, 480 
Physics : 28 20, 795 
Bubtotel......... ou ee : 100 74, 585 
Massachusetts General Hospital: Biology, molecular 1 200 
Massachusetts Institute of Technology: 
Chemistry SS te Rea : 16 20, 800 
Earth sciences-___- 3 3, 900 
Engineering. _..__.- : 26 28, 400 
General wank eae 1 1, 300 
Mathematics. _. ‘ ‘ cs isin 3 3, 500 
Physics 7 8, 000 
Subtotal____. ‘ ae ee . : 56 65, 900 


Radcliffe College: 
Biology, general 


3 2, 754 
Chemistry i ; se nate 1 732 
Earth sciences. ___..- I re d ie <a 1 918 
yy... = eee 1 918 
es i aie wee _ ssi . cal 6 5, 322 
lufts College: Biology, regulatory i anes 1 1, 000 
Total, State of Massachusetts__ ---- ‘ : 166 148, 402 
MICHIGAN 
Michigan State College: 
Biology: 
Environmental pci iaiaiieiatiion made ] 220 
Regulatory... _. aaa caine ited 1 390 
IE, Sen wicacnananion aaa Sea ; 2 _ 610 
University of Michigan: 
Astronomy — i . 2 1, 200 
Chemistry-.- ES ERS Cit IEE NN ; 2 460) 
Engineering RN nt ce : ;. > sees ] 645 
Earth sciences-_- Sd ea tes 7 2 1, 165 
al ie - ss Tas ee 2 925 
Biology: 
Molecular 2 1, 290 
Systematic 2 1, 290 
Physics.......- a oie SE Sr 2 925 
Psychology.......-...-- Sg eae oe 3 1, 570 
Subtotal_____- tara = ; 7 ; 18 9, 560 
Total, State of Michigan-_-------- 20 10, 170 
¢ MINNESOTA 
t niversity of Minnesota: 
Biology: 
Bavironmentel.................- a a a tel wae 515 
ea ah = ata ee ee eee saat 305 
|” RAINE a. tetanic eect Sr at re Se eee eae 1 305 
Le a eel reece Ie aE ae 2 820 
idence hcdcdniccaendcinaiensaeweaniengeakannit pee 5 1, 747 
Engineering.____.____- a ee a ee le 3 1, 125 
iti AR oak cnknueecdsbcnbnnacinomensadiraaiawionaand 2 5Al 
a DS cml nilananennaeaaaen | 1} 800 
OO as tis pela niawaeieeuuansnistinseiah 16 6, 158 

















State and institution 










MISSISSIPPI 
University of Mississippi: Engineering 
Total, State of Mississippi 


MISSOURI 






Washington University of St. Louis: 
Biology, regulatory 
Chemistry 















Subtotal 


NEBRAS¥A 


Total, State of Nebraska 


NEW JERSEY 


Institute for Advanced Study: Mathematics. -....-.........--...---------..--- 





Princeton University: 
Biology, general... --__- 
ea 
Engineering. ----- Besoin 

I laid ractiiateaae anemia aiaaeee 

a aoe 




















Subtotal 


Rutgers University: Biology, general 


AE RG aE DONT SI et cern neidnces ce bncmniniemambone 


NEW YORK 


Brooklyn Institute of Technology: Engineering---..-.-..--.------.------------- 
Columbia University: 
Biologv: 
a ene ee biknbeanman cena iein 
Svstematic 
Chemistry 5 
EER AR ee ee a al a okt a eaten 
Engineering 
Mathematics 

















Ni cnn deh eecens ence paseneciehettesstecneeneesmennnedncn’ 
Cornell University: 
Biology: 
Psvchology......--....- Ginage decile «cians éaittienlnaen: sith tales biidelaciaal tale | 
Regulatorv___-.- hhh ee niakdhcbiotthe bekhbpaeetbbeeeesshndetncphhnkes 
Svstematic 
CY. aa ob icc cctnddkbeeucedousnSweneusheoshsenesanaesedaeneneneedcces 
Engineering | 


sc ne nanan OhStSbethASESSendGenenen F6UGOCKERRE SESE REREBORE 




















Subtotal__-__- sas eisai beak NT ee ee 


a Tn RE ND oo ncn nena cenaheddacheukanewimeeh 
New York University: 
IN oe tect ue ee euek i caxaiemmisiessenenaele 
eto eiisemcdsn Se Se eee sa a ra , 











University of Rochester: 
Biology, environmental 
ENIEE ican nce ee sek cece eeesaecesesccchecbcecncccesacesacssceessasssas 
PUNO ib ndiccncccencckcstecscccceusccususssn SSkcduSSGRERSERSSeSten scenes 










es ike etnct whens heetcekeenkcas SG eeiekseenseecccgeenna 





Total, State of New York 


I SOS i all lanl 
I ar a icin chiecncamen wh icaagpahainaaN Ee 


a al ieee ican anal iicaaceaiielalie 


Total, State of Missouri-_-.........--- ictadllpceiigea atian a iebslaliadnads esthetic eines 





Number 
of fellows 


| 
| 
| 





EE ton EIR. EN sacs tint cnnceneneuenneweinnahieeniminnned 





10 


ooo) ti. OL vou pupeeheanaebaowe inet aece ears ee 





| 


Tuition 
and fees 





800 


A | 
—— 





State and institution Number Puition 
of fellows and fees 
NORTH CAROLINA 
Duke University: 
Biology: 
Environmental................- etiicncduedakts 1 $564 
EE dec ccntelGdudttbuaskbassabbbsubans ica eel 1 | 564 
ee diciaustiemel savneieeiien 1} 564 
PHYO. .geccccsncsccnececsennescsuceccsce- wreeiis re _ ‘ 2 1, 128 
DIONE caw Sdeessan ss ctcsscccccccs SpiGrpnaedhedecausécoaivassie conn 5 2, 820 
North Carolina State College: Biology, systematic.......................-..- l 676 
University of North Carolina: 
Biology: | 
SE ego ocho Girs dates dalccmnetia bai ied ci itt artain tail cee | 1 | ARS 
INT 2c cree ncsccncancescecsse itbtaamede watts dilations 1 | 585 
DROEIIIIE 5 one ccecvcnsscncesscscoascee Seid ecaenmmnne nd sand ae 3 | 1, 480 
DE isccawassesngss<e reine aetna ee ane ie 5 2, 650 
eB Riieec aes a 11 6, 146 
OHIO | 
Ohio State University: | 
Biology: | 
Ee eaccenese ~~ (utter a. 27 
iii dc ci na mam eee seiasa tated a deine aidan ie Raat tack i 2 692 
Chemistry .-....----- ee ee eee imbaceewnee ontie nea 2 684 
CE ee ee é<alunidoiia 2 392 
estan dati cnecaines acid naa riick tata 7 1, 975 
Western Reserve University: 
Biology, regulatory..-..-..----- : ithaca ia seca ee 1 632 
Chemistry -..-.- sb deitinnececenem Shh helene labs 1 632 
es aster cadencckancscemisateecnanies pearennaews ieeicuaiabow al 2 | 1. 264 
Totek, Gente OF GBs soc ccccccsccace ivibeaate cae els bbe ie ai 9 3. 239 
OKLAHOMA 
| 
Oklahoma Agriculture and Mechanical College: | } 
Biology, systematic...........-.-- Se Sous ; 1 198 
Engineering oon ene nnn e nen no-one een e----- wiwetees at 1 198 
UNNI doi duce ani ltacddswwainccncnduccbnadsdewesweaeues 2 | 396 
} = 
University of Oklahoma; 
Biology: | | 
PRMOEF cciseees5csce56. retesnanmites x ie 1 198 
NS i ioaiea iam acigi alate ses ‘ Dee 1 | 528 
Chemistry init ceciunudtmenae ee . : ; 4 | 1 198 
Db akandsesssbasicuiuaxcnen WEISS oSdLaetESomeewEseSSueeseacs 3 | 924 
Total, State of Oklahoma____---- 5 1. 320 
| 
OREGON | 
| } 
Oregon State College: | 
Biology, systematic ; 1 210 
Chenistry-__...-- sg reibheasiraaneiiee cial oe : 2 440 
Reese oo eet osetawans Saat aie eaedpeesdpas dh oradesinlsee ates tia eindin aaeicacnceateeisll 3 650 
University of Oregon: 
Bivlogy, general pai aes se en ; a 1 22) 
go cswes ee | 1 22) 
Se at ; 
Subtotal ; —— Pein dbtihas ke tiednthsies bh ieed 2 440 
| = : 
Total, State of Oregon . | 5 1,090 
PENNSYLVANIA 
Carnegie Institute of Technology: 
Chemistry é pile ad bphevaiewas betatvestens 1 1, 020 
Engineering oie Sn sian dea 5 4,450 
Physics kenasmprcotts MewwessGusweddsewedaceseca 5 4,770 
Subtotal ¢ ee xe sh ded Soa ; 11 1), 240 
Lehigh University: Physics eat -— . = 600 
—— —= —__—. —= 
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State and institution 


PENNSYLVANIA—Ccontinued 


Pennsylvania State University: 
Biology: 
Regulatory 
Systematic 
Chemistry _---.- 
Physics 


Subtotal 


University of Pennsylvania 
Biolovy: , 
Molecular 
Regulatory 
Svstematic 
Engineering 
Physies 


Subtotal 


University of Pittsburgh 
Biology: 
Developmental 
Molecular 
Chemistry 
Physics 


Subtotal_--- 
Total, State of Pennsylvania 
RHODE ISLAND 
Brown University: Chemistry 
Total, State of Rhode Island 
SOUTH DAKOTA 
University of South Dakota: Biology, regulatory 
Total, State of South Dakota 
TENNESSEE 
University of Tennessee: 
Chemistry 
Mathematics 
Total, State of Tennessee 
Rice Institute: 
Biology: 
General 
Systematic 
Chemistry 
Physics_- 
Subtotal_.-_- 
University of Texas: 
Biology, systematic 
Chemistry 
Subtotal 
Total, State of Texas 
University of Utah: 
Astronomy 


Biology, molecular 
Chemistry _.-- 


Total, State of Utah 


VIRGINIA 
University of Virginia: 
Physics 
Psychology -.- 


Subtotal__- 


Number 
of fellows 











Tuition 
and fees 


3, 660 


23, 270 
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Number Tuition 


State and institution oft nti pate ip cee 


VIRGINIA—continued 
Virginia Polytechnic Institute: Biology, general]. ---.-- 
Total, State of Virginia_.-- 


WASHINGTON 
State College of Washington: 
Biology, systematic 
Chemistry -- : 


Subtotal_..--- 


University of Washington: 
Biology, systematic 
Chemistry 


Subtotal 
Total, State of Washington.. 
WISCONSIN 
Marquette University: Physics - 


University of Wisconsin: 

Biology: 
Environmental____---_- 
Molecular - : 
Regulatory 
Systematic. -.......- 

CEE 5 odunncesene 

Engineering -____----- 

Geneties............ 

Mathematics.............. 

ed rresinseeseni 

Pilica ska cacckeedacet 


Gr ho bo te bO 


~-Oon > 


% 


PR iictucarcdinawctenkkweas dauthaddebunnwe 
ey ee Wr as ins hth nt Seen wis scsescn 
HAWAII 
Hawaii University: Biology, systematic 
ET a ik late dsdndadewdewesasns 


FOREIGN 

Biology: 

Molecular ...........- 

Regulatory --- 

Systematic - - 
oO 
Earth sciences___- 
Engineering _ 
Mathematics. ...........-..- ‘ 
| ee eee : 


| Com Com Crt 


Total, foreign 


bh 


Total number of institutions listed .-...........--- 


REVIEW OF RESEARCH AND TRAINING PROGRAMS 


Mr. Tuomas. I have a comment on the review of research and train- 
ing programs. 

What constructive purpose do you accomplish? What part of this 
money is spent for reviewing graduate fellowship papers ¢ 

This review is done by the unit at Princeton. You pay for grading 
the popes. What are you going to get after you review it and so 
forth ¢ 
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Mr. WarterMAN. This really represents the cost, Mr. Chairman, of 
that part of the Science Foundation concerned with research and 
training programs, and includes the salaries of the staff as well as 
the support of committees and administrative services which they 
need. Really it is a part of the general expenses, but it is itemized 
this way for the bureau of the Budget. 

Mr. Tuomas. I read that very c: refully last night. You have more 
personnel than you need to lay down the pattern. Then you have 
people doing some evaluating and so forth and so on, reviewing and 
study. 

To lay down the pattern is one thing. But stop that. Why spend 
your time and energy going around making some extraneous studies ? 

Mr. Waterman. These cover the expenses of conferences that are 
held by the scientists on fields of science as they come up to determine 
which is the best way to proceed, and on topics which are of great 
importance to scientists of the moment, where they want to get to- 
gether to compare notes and give papers and so on. This is a con- 
tribution which is very important to them, and we can handle very 

easily. 

The personnel required on this research and training program con- 
sists of scientists, specialists in each particular area, plus secretaries 
and clerical assistants. We canot hope to do an intelligent job in 
support of basic research unless we have a staff who are familiar with 
the different areas in science. 

For instance, we have a mathematician. He has to plan the pro- 
gram and supervise the review of the proposals that come to us. He 
has to confer with other agencies about their programs, and he has 
to keep track of what is going on in the field. To do that we have to 
be in intimate contact with the research that is going on so we can 
bring it to the attention of people that can use it. 

All of these functions go with the staff required in this review of 
research and training programs. The title is not very illustrative of 
the function. 

Mr. Yates. How much has this program expanded over last time? 

Mr. WatrerMAN. The review ? 

The subtotal on that goes from $827,000 to $930,000, an increase of 
about 10 percent. This is to round out the staff and to carry the in- 
creased load that we get. 

Of course, we have a fairly permanent load anyway because of the 
receipt of material in such quantity that has to be analyzed. 


SCIENTIFIC INFORMATION EXCHANGE 


Mr. Yates. What about the item for “Dissemination of scientific 
information?” Why the increase of $167,312? Are you going to 
expand your activ ities in that respect, or have costs gone up? 

Mr. Waterman. Both. Dr. Sunderlin, will youspeaktothat? Dr. 
Sunderlin has paid special attention to that part of our program. 

Mr. SUNDERLIN. Do you wish to go into detail on that, Mr. Chair- 
man ? 

Mr. Yates. Yes, as to why you want these increases. 

Mr. Sunperuin. The principal reason is simply this, that the ex- 
change of scientific information has certain bottlenecks. These bottle- 





543 


necks arise in several different ways. One is the sheer bulk of the 
number of scientific articles that are published annually. 

The best estimate that I have is that throughout the world there are 
some 2 million scientific articles published annually in about 30,000 
periodicals and serial titles. It is essential that we try to make more 
order out of the chaos that does exist with respect to this great mass 
of scientific information. 

The second item is in connection with the language problems. This 
bears directly on the subject that we have been discussing previously, 
namely, what is going on in science in the U.S. S. R. 

The third has to do with the introduction of more efficient methods 
for the handling of the bulk of scientific information that is available. 

The fourth refers to a new element in the scientific information 
exchange picture, namely, technical reports, both classified and un 
classified, which result from Government support. 

Mr. Tuomas. Again let me give you the benefit of my own nonexpert 
opinion. 

Here is another one of your rabbit-chasing deals which I mentioned 
a while ago. You wear yourselves out. You spend your money, and 
you get bogged down. People or industry in general who are inter- 
ested ina partic ular field whatever it may be, w ill get any information 
available wherever it may be. And they are going to take a whole 
lot of trouble off your hands. They are not going to rely upon you to 
spoon-feed them. They are going to find that information if it has 
been published. 

Mr. Sunpertin. Could I give you two examples, Mr. Chairman? 
One is taken from a recent article by Professor Locke at MIT, and 
refers to work published by A. G. Lunts in Russia in 1950. The back- 
ground of this is the following, that in 1938 Claude Shannon of the 
Bell Telephone Laboratories published a classic paper on electrical 
switching network, an extremely important paper. In 1950 Lunts 
published his paper. The title of it, when translated, is “The Applica- 
tion of Boolean Matrix Algebra to the Analysis and Synthesis of 
Relay Contact. Networks.” 

This paper appeared, of course, in a Russian journal with a Russian 
title. It was not abstracted by any English- speaking j journal; it was 
not translated. Its existence became known in this country in 1955. 
In that period of time, from 1950 until this paper came to our atten- 
tion, over $200,000 of research bearing upon this problem was done, 
which was completely duplicating the work which had been done 
in Russia. 

Mr. Tuomas. Well, vou don’t mean to say that if we had known 
that we would not have checked the German work ? 

Mr. Sunperuin. The Russian research ¢ 

Mr. Tuomas. Isn’t Lunts German? 

Mr. Waterman. This item covers such things as bibliographies, 
{ranslations—— 

Mr. Tuomas. It has value, but it weights you down. 

Mr. Waterman. And it produces these reports such as Soviet 
professional manpower that we need in order to go ahead with our 
planning. 

Mr. Tuomas. That item jumps from $373,688 in 1956 to $541,000 
in 1957. 

72350—56—pt. 135 
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You have some foreign travel money. But I don’t know: You bog 
yourselves down with your own manpower. They could be put on 
more useful projects, it seems to me. 


SUMMARY OF OBLIGATIONS BY OBJECT 


Mr. Reporter, insert in the record the “Other objects” data on page 9. 
(The material referred to follows: ) 


Summary of obligations by object 
| 


i : 
| Increase (+) 
| Actual, fiscal | Estimate, Estimate, 

















7 or decrease 
| year 1955 | Sscal year nae pee (—) 1957 
| over 1956 

ee I ested nn swe tnwcedan $1, 111, 381 $1, 369, 348 $1, 468, 000 7 652 
Number of positions... ...............- (170) (201) - 

ee eileen $102, 198 $128, 800 $150, 000 421, 200 

03 Transportat ion of things eas - 356 100 200 +100 

04 Communication services. -.--.......---.---- 31, 163 34, 225 40, 000 +5, 775 

05 Rents and utility services _-_...........--- 0 500 500 0 

06 Printing and reproduction. -- --- picked aie nn 20, 661 73, 150 51, 000 — 22, 150 

07 Other contractual services: 

Research contracts-............-......-- 446, 405 401, 500 417, 000 +15, 500 

Administrative____- Le cea avin Le 11, 318 18, 544 21, 100 +2, 556 

Security inv estigations_- peetdnddlidecdsese 12, 159 22, 250 21, 100 —1, 150 

ene dot er daded 469 882 442. 294 459, 200 +16, 906 

08 Supplies and materials_.............------- 13. 376 13, 450 16, 000 +2, 550 

die ES ES eee 8, 638 12, 000 13, 800 +1, 800 

11 Grants, subsidies, and contributions. -- __-- 10, 724, 174 14, 093, 292 39, 097,000 | +25, 003, 708 

I 4, 434 4, 300 4, 300 0 

DO castes a i al 12, 486, 263 16, 171, 459 41, 300,000 | +25, 128, 541 





PERSONAL SERVICES 


Mr. Tuomas. I never did find in one place what your total man- 
power is. Under the executive direction program, as well as I re- 
member, you had somewhere around 50 people in 1955, 57 in 1956, 
and 57 in 1957. What is the total manpower in the Foundation ¢ I 
do not find it listed in one place. 

Mr. Suepparp. It is 203. 

Mr. THomas. Have you set it out here any place? 

Mr. Sueprarp. No, sir; I am sorry. 

Mr. THomas. What was it in 1955? What was it in 1956, and what 
was itin1957% I want the total number of people. 

Mr. SuHepparp. In 1955 it was 170. 

Mr. Tuomas. What was it in 1956? 

Mr. WarterMan. 201. 

Mr. Tuomas. Your personnel cost shows an increase of $98,652 for 
1957 over 1956. Does that include the pay raise ? 

Mr. SuHerparp. Yes, sir. 

Mr. Tuomas. Is there a supplemental pending for the pay raise? 

Mr. Sunpertin. No, sir. 

Mr. Tuomas. Have you absorbed it? 

Mr. WaterMAN. We have taken care of it. 

Mr. Tuomas. Are you going to have a carryover this year? 

Mr. Suepparp. A small amount, but only because we have to hold 
back a small reserve for continuing obligations. 

Mr. Tuomas. What is the amount? 
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Mr. Suepparp. $160,000, I believe. 

Mr. Tuomas. $160,000 carryover. 

Mr. Suepparp. Which is held back primarily because of the way we 
operate on grant payments and what-not. 


i 
; 


NATIONAL SCIENCE POLICY STUDIES 


Mr. Tuomas. Let’s look at your Foundation studies. That is a 
point where I think you could put your money into scholarships, fel- 
lowships, and the training of more scientists, and more high school 
teachers. Can you not reduce that $800,000 a little bit? You have 
“Special studies, $358,750;” “Economic research, $91,500.” What 
value do you actually attain from studying the economic value of 
science? We all know it has value. What are you going to gain 
hy spending $91,500 on that subject ? 


CLEARINGHOUSE FOR SCIENTIFIC MANPOWER INFORMATION 
Clearinghouse for scientific manpower information is next. 


REGISTER OF SCIENTISTS 


You have $172,700 for a register here. 

Mr. Waterman. That is required in the act, Mr. Chairman, and 
that is for the register alone. For the entire clearinghouse function 
it is $300,000. 

Mr. Tuomas. I don’t know; I don’t see the value of it. 

Mr. WaTerRMAN. On the manpower, Mr. Chairman, we are required, 
of course, to keep the national science register going. 

Mr. Tuomas. No; you are not required to do it. 

Mr. WaterMAN. In our act we are. 

Mr. Tuomas. That is just one of the functions in the act. There 
is nothing mandatory about it. If you do not have the money you do 
not have to do it. You do not have to cross every “t” and dot every 
“1” in that act. You can place emphasis on more important things. 

Mr. Waterman. The Office of Defense Mobilization is anxious to 
have this one done so we will know where the scientists are. 

Mr. Tuomas. These agencies never get enough information. But 
what good does it do you now ¢ 

Mr. Waterman. The chief thing is, since we have to do with policy 
in this agency, we have to make studies and draw conclusions as to 
what steps we should take. For example, this book about scientific 
personnel resources, these are facts that we and others need to use. 

Mr. Tuomas. What changes do you have every year? 

Mr. Warerman. If we are to determine what the Federal Govern- 
nent role should be in science we have to know what the universities 
and States are doing. 

Mr. Tuomas. Is that a recurring item that changes 2 or 3 times a 
year or once a year ¢ 

Mr. Keiiy. This manpower picture changes very rapidly. As Dr. 
Waterman pointed out, this is one of the values of this book. 

Mr. Tuomas. It is not changing rapidly enough. There are a lot 
of us who are excited, and Dr. Bronk is excited, too. It is not chang- 
ig rapidly enough on the plus side. What good does this publica- 
tion do that you put out? How does that encourage the plus side ¢ 
That is what we are looking after. 
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Mr. Pinuures. If it changes rapidly does that make the register 
of less value ? 

Mr. Keity. This means it must be kept up to date. That is why 
we do have a recurring item every year in our budget for this. The 
register itself has two purposes: one, for mobilization. In an emer- 
gency in this country we can locate people in particular fields and 
particular areas of science. Also I would like to point out how rap- 
idly the picture is changing just today. 

From 1950 to last year the number of college graduates has con- 
stantly decreased. Today, however, the trend is upward. College 
populations are at an alltime high. The problem is going to be not 
solely one of getting people into college but one of maintaining qual- 
ity. You must make these kinds of studies in order to determine how 
best we can invest our money in improving the quality of training of 
our scientists and engineers. 

Mr. Tuomas. Repeat that last statement please. 

Mr. Ketity. We must have background information to determine 
where the problem areas are in maintaining quality of training of our 
young people in this country. 

Mr. Tuomas. Your own budget certainly justifies, to some extent, 
my own individual thinking. T She amount of money you are spending 
here is a little bit on the decrease every year, $450,000 this year on 
“Surveys and reports” against $486,000 for 1956. 

I do not think it ought to be a recurring item every year. You tie 
up some of your manpower that certainly ought to be used for scien- 
tific work. This is nothing but statistical work, in my judgment. 
You can bog down in statistics and paperwork, and that is all this is. 

Ilow many people do you have doing this work ? 

Mr. Ketriy. Let me give you an illustration of the kind of problems 
that have already come up. 

Mr. Tuomas. Can you give us how many people you have employed 
in that? 

Mr. WarerMaAN. 27 in the Office of Special Studies. 

Mr. Pures. What is the physical form of this register? I have 
never seen it. Is it a card file of some kind? 

Mr. WarrerMan. Yes. 

Mr. Puiniirs. How many cards are there? 

Mr. Kewiy. There are about 135,000 cards. But what we do is 
cooperate with the scientific societies in setting up their own registers. 
They also have an interest in determining where their particular 
people are. 

Mr. Prttires. So each scientific society has a register of the scien- 
tists in that particular field? 

Mr. Ke try. In that particular field. 

Mr. Puttxurrs. And yours is a duplication ? 

Mr. Ketiy. We keep a duplicate set furnished us by the societies. 

Mr. Warrrman. They work it out for us and provide us with dupli- 

cate cards. This isa cooperative activity. 

Mr. Keiiy. The duplication is a minor sum. It costs only a thou- 
sand dollars or so. 

We havea copy here in Washington. We also have a copy down at 
Raleigh, N. C., in the event something happens to Washington. 


Mr. Tuomas. Is that the Office of Special Studies where you have 
27 people? 
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Mr. WaTeRMAN. Yes, sir. 

Mr. Tuomas. You have a personnel cost of $183,000. You have | 
(;S-15 at the head. 

Mr. Waterman. That is right. 

Mr. Tuomas. Assistant head, grade 15. And a GS-14, 13 and 12. 
You have some high-priced people. Are these scientists ¢ 

Mr. WaTrerMAN. These are experts in particular fields. One is con 
centrating, for example, on the studies of activities at universities 
in research and development, another for Government activities and 
another for industry. These are the head people, I mean. 

Mr. Tuomas. Are these scientists, economists, or lawyers ¢ 

Mr. WarermMan. They are people with backgrounds in science and 
skill in statistical methods and analysis. 

Mr. Tuomas. This is a statistical outfit bogged down in statistics. 
We want to get some scientists. 

Mr. WarerMaAn. But we have to be responsible in these areas. 


ECONOMIC RESEARCH 


Mr. Tuomas. What about the research group? What grade is the 
topman. Is he a grade 15 or 144 

Mr. WarerMAN. He is an assistant director of the Foundation, and 
is at an excepted salary. 

Mr. Tuomas. Are these scientists? 

Mr. WaterMANn. They are scientists # 

Mr. Tuomas. What are they researching ¢ 

Mr. Waterman. That is a special small group. And the problem 
there is that too little is known about the relationship of research 
to economics, what fields are important. 

Mr. Tomas. What you have in this justification 40 times, and you 
have almost convinced me, is that you cannot get along in this world 
without scientists. They are running the world. They account for 
everything good, but when it comes to the bad part you don’t put 
any responsibility on them. And we are inclined to go along with 
you. But you don’t have to spend $35,000 or $40,000, do you, to find 
out how good they are? You know they are good. 

Mr. WATERMAN. We feel it is rather important to show how research 
done in universities and done in industry proceeds along lines so as 
to prevent a lag between the research itself and the production of the 
final item. It is reducing this lag that is so important in modern 
civilization. Furthermore, there 1s the study of what types of re- 
search are most valuable to industry and government as a practical 
matter, 

These are all things that one has to go into to find out. 

Mr. Tuomas. They are all valuable. If one comes up with some- 
thing that industry can use, it ultimately has value in it. If you knew 
where the value was going to come from you would pinpoint it and 
cut out all the expenditures except that, wouldn’t you? 

Mr. Waterman. We are told by industry that this is important. 
They are very much interested in this. And the economists are also. 
They feel the field has been completely neglected. 

We have a feeling, as you do, that research is important. But we 
don’t know the ways and means by which it gets Seem the original 
man that had the idea to someone that uses it to put it into production. 
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These are things where there can be a gap in our economic theory. 
And we understand this is rather important to do. 

Mr. Yates. Have you done any of this in the last year? 

Mr. Waterman. Just made surveys of it, and we have started some 
research. Basic research in this particular field is lacking. So all 
we have been able to do are estimates. They are very interesting 
estimates, by the way. And we have had very many letters from 
industry encouraging us to follow this up. 

I am not an economist, and I cannot speak from that point of view, 
but we are told it is important. 

Mr. Yates. Did I understand this project correctly? Is this the 
step beyond the actual publication of a paper to see where any prac- 
tical advantage is taken of particular research ? 

Mr. WatTerMAN. This is research into the question, real research. 

Mr. Yates. What do you mean, “research into the question”? Can 
you explain that a little more to me? 

A person writes a paper and somebody picks it up and uses it in 
industry or in any part of our society. Is it the purpose of this appro- 
priation to find out how many times such use has been made? What, 
specifically, do you propose to do with this money ? 

Mr. WaterMan. That would be a very small part of it. We are 
interested in the flow of information out of science ultimately into 
industry, and the economic framework. Where does it take place? 
How does it take place? 

Mr. Yates. You mean how does somebody know that a person 
has done some research in a project ? 

Mr. Waterman. That is only part of it. The communication is 
only part of it. 

Mr. Yates. Isn’t that the purpose of it, the communication? 

Mr. Waterman. Yes. But then how much money should you put 
into a field of research that seems to be promising? What has been 
industry’s point of view in this? What has been the university point 
of view? Should you train more people before you start going into 


development? And should you do more basic research before you 
start development ? 
It is a very wide field here. 
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OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Mr. Reporter, at this point insert page 11. 
(The material referred to follows :) 


NATIONAL ScreNcE Po.ticy Strupies 


Summary of obligations by object 








Increase (+) 
or decrease 
(—) 1957 
over 1956 


| Estimate, | Estimate, 
aie al fiscal year fiscal year 
, 1956 =| = 1957 











' 
' 
eee) ee oe 
en 
01 Personal services. $321, 747 $361, 700 $369, 000 +-$7, 300 
02 Travel-_- 17, 877 22, 500 24, 000 | +1, 500 
06 Printing and reproduction. ai _10, 697 | 50, 000 26, 000 — 24, 000 
— — ————S!> — = | = 
07 Other contractual services: | 
Research contracts. --------.- 175, 689 196, 500 192, 000 —4, 500 
Administrative Dalal caaeateenbana 838 900 | 900 
Security investigations. ee ee es 2, 351 4, 700 4, 400 | —300 
NN ch at oa aalheesmaies 178, 8, 878 __ 202, 100 L 197, 300 —4, 800 
11 Grants, subsidies, and contributions. - - -.- 371, 001 ~ 200, 000 | 183, 000 | —17, 000 
BD Finch cdidbcobiveteawucdbieedsucneassteh 1, 07 8 700 700 0 
jem ——— —<—<_——— <a ———— = 
ee ninth tenswnntah aidiponactce wees | 901, 278 837, 000 | 800, 000 | —37, 000 








Mr. Tuomas. I notice that “Other objects” are running very, very 
high compared to the personal services—18, 20, 25 percent and, in some 
cases, 30 percent higher. 

You have a pretty good travel bill, an increase of $1,500 over last 
year, or a total of $24, 000 for this division. Is that based upon the new 
per diem rate! 

Mr. Suepparp. Yes, sir. 

Mr. Tuomas. Under “Other contractual services: Research con- 
tracts, administrative and security investigations” you have a total 
of $197,300. 
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Let’s look at your “Support of science” program. 
Will you insert page 46 in the record at this point. 
(The material referred to follows :) 


Support OF ScIENCE 


Summary of obligations by activity and program 


| Increase (+) 












































De Estimate, Estimate, | Se 
Ac tual, fiscal fiscal year fiscal year or deere a 
year 1955 | 1956 1957 | (—) 1957 
Pe bias over 1956 
(a) Grants for support of research projects: | 
Biological and medical sciences : $3, 611, 562 $5, 109,146 | $11,400,000 | +$6, 290, 854 
Mathematical, physical, and engineer- | 
4”) ae eek ies 4, 243, 707 4, 857, 646 11, 400, 000 | +6, 542, 354 
Ee are ci neuen 7, 855, 269 9, 966, 792 | 22,800,000 | +12, 833, 208 
(6) Grants for support of research facilities: mer | | 
Biological and medical sciences_---_----- | 0 | 0 | | 1, 000, 000 +1, 000, 000 
Mathematieal, eee ul, and engineer- 
ing sciences_____-- Sea A ae a ae 154, 200 | 251, 500 | 6, 000, 000 +-5, 748, 500 
FN ie a Sasha enc pe cck cued 154, 200 | 251, 500. | 7, 000, 000 +6, 748, 500 
(c) Grants for training of scientific manpower: | oe | a. 
Graduate fellowships one | 1, 783, 706 2, 150, 000 | 3, 265,000 | +1, 115,000 
Education in the sciences___-_...--------| 315, 790 | 1, 300, 000 | 5, 375, 000 _ +4 075, 000 
DON te fest wks 2, 099, 496 | 3,450, 000° 8, 640, 000. +5, 190, , 000 
(d) Review of research and training programs: | 7 | : 
Biological and medical sciences 184, 038 242, 000 | 275, 000 | +33, 000 
Mathematical, physical, and engineer- | 
ing sciences BE ae eas opatew mn ateicaued | 197, 746 | 245, 000 | 265, 000 +20, 000 
Training of scientific m: anpower_. 295, 767 | 340, 000 390, 000 +50, 000 
ONIN Ge Pk OR re oe oN 677,551 | 827,000 930, 000 +103, 000 
UB iste tec caali ue Anbuinn seduce des 10, 786,516 | 14,495,292 | 39,370,000 | +24, 874, 708 
i i 





Mr. Tromas. This is really your program right here. 

In 1955 you had an appropriation of $10,786,516 for the support of 
science program. In 1956 you jumped it up to $14,495,292, and in 1957 
you jumped it up to $39,370,000, an increase of $94. 87 4,708. That is 
an increase of more than 250 percent. 


GRANTS FOR SUPPORT OF RESEARCH PROJECTS 


The table is very good. Let’s go into some of the grants for support 
of research. That concerns the universities and colleges. For biol- 
ogy, medicine, mathematical, physical, and engineering sciences you 
have a total of $22,800,000 for 195 7, which is an increase of $12,833,000 
over last year. 


GRANTS FOR THE SUPPORT OF RESEARCH FACILITIES 


For grants for the support of research facilities you have a couple 
of new programs in here. Last year you spent $251,500, and this year 
you show an increase of $6,748,000. And you develop a new program 
which makes sense. 








ec mA TAR i a a ll lahat aa a , 








551 
GRANTS FOR TRAINING OF SCIENTIFIC MANPOWER 


Pro grants for training of scientific ms power, last year you spent 

2,150,000 for graduate fellow ships against $3,265,000 this year, an in- 
crease of $1, 115, ,000. 

And you are going to start a new program, new we will say in that 
this is for a refresher course—I will use that for lack of a better 
term—for high-school teachers and, to some extent, of college faculty, 
too. It shows an increase of $4,075,000 over last year. But your high- 
school program is about $3 million this year, $2 million new money, 
and $1 million to expand what you had last year. Perhaps this is 
one of your really serious items that you ought to reconsider. This 
money will give training to the tune of about 300 high-school teachers. 
That is certainly a small number. If you could increase that to 1,000 
or 1,200 teachers, and get your money’s worth, we would certainly 
entertain a suggestion on your part that this $3 million be increased to 
$9 or $10 million. 

Mr. WarterMaAN. There is another aspect of the need, too, and that is 
to provide continuity in this support. If it could be done for a period 
of 3 years in advance, then the university could get set for it. 

Mr. Tuomas. You adequately point out in your justification that it 
is not as easy as saying to this high-school teacher that he go out and 

take a year at the university and we are going to help him out. There 
has to be some preparatory work done in the university to get that 
course of instruction lined up. I am glad to see it is a part “of that 
program that you are not telling this particular high-school physics 
teacher or chemistry teacher or biology teacher just exactly what he 
has todo. You are leaving the program to the university. 

Mr. Ketiy. May I point out some of the other things I would like 
to bring out in the budget ? 


GRANTS FOR SUPPORT OF RESEARCH PROJECTS 


Mr. THomas. Let’s look at your grants program. What is the total 
amount of your grants and contributions for biological? You have a 
$6.290 million increase. 

Mr. WaterMAN. It was $5.109 million in 1956. 

Mr. Tuomas. What is the number of studies and the number of 
universities ? 

At this point in the record insert some description of the studies 
and the location, and so forth. Do you understand what I am talking 
about ? 

Mr. WaterMAN. Yes, sir. There are about 600 grants altogether 
at 250 universities approximately. And we can subdivide this into 
two groups, if you would like to have it. 

Mr. Tuomas. Put it in. You might have a lot of duplication. 

(The information referred to follows :) 


Basic RESEARCH GRANTS AWARDED BY THE NATIONAL SCIENCE FOUNDATION TO 
UNIVERSITIES AND OTHER NONPROFIT INSTITUTIONS DURING FiscaL YEAR 1955 


The following tabulation reflects the value and distribution of basic research 
grants made by the National Science Foundation to universities and other non- 
profit institutions during fiscal year 1955. Information on the number of grants 
and amounts is presented by State, institution, and field of science. Further 
detail, such as titles or amounts of individual grants, may be obtained by 
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referring to appendix II “Research Support Program, Basic Research Grants 
Awarded in Fiscal Year 1955” of the Fifth Annual Report of the National Science 
Foundation, where grants are listed by institutions under particular fields of 
science. 

Amounts of grants listed are in total, even though the grants may extend for 


more than 1 year. Average life of the grants awarded in fiscal year 1955 is 
approximately 2 years. 























eo of! Amount 
ALABAMA 
University of Alabama: Engineering sciences.................--..------------- 1 $11, 000 
ee ne I 5 i a i esi dct ieee 1 11, 000 
ARIZONA 
SE CI AN ioc circitinsihinndnntiahids tionaWelaaaminmbtnsie 1 2, 000 
Cimiwereiey OF Avtacten: Wartls GOONS... 5 ono nce ccnc ccc cennccsndccccascccncace 1 50, 000 
PT UI ON cleat 2 52, 000 
ARKANSAS 
Coeirnentiy a8 ain WG iii hank ho esincdoik cin bs ce didlicbctncneed 2 24, 700 
nn enn ar MRI athe neh chexcniwniceccbacdérackeacaed 2 24, 700 
CALIFORNIA 
California Academy of Science: Systematic biology...............-...----..--- 1 24, 600 
California Institute of Technology: 
i Oe No Cp lacs Landigiiniecmaaion 2 35, 000 
SN a a ee es 2 46, 000 
a cine a ga | 5 99, 000 
SI 0 0 000 er SE ee ee a ee ee 1 34, 500 
EEL EEN DCL DE. CEES LEA 1 31, 000 
CN sg ee ee aca eeesaned 2 50, 200 
Subtotal, California Institute of Technology..........-.-...---.---.----- 13 295, 700 
Sion Toien Bente Coatione: Cine ono inno ic cele ccc ccciicacccice noses 1 4, 200 
Stanford University: 
IN 2 aR ak a a a 3 20, 000 
EEE ERE EAA ES ES 2 10, 700 
RI ooo eee i eS Bo eT RE Nek te ee 2 22, 500 
Ne ne alg pred oe ain ae 2 11, 050 
I ee ae ee 1 11, 500 
POUUION Catena Sirah ii de esktecaabeeen 10 75, 750 
University of California: 
I inca Sects eaten 2 26, 000 
RN ebb ee shd bd ckiah Okc tedden adn ddan ene 3 49, 000 
ELLE ICL NEEL OT | 1 6, 900 
PEM ISCDS: 20857) 57 5h: Jos bo ode sbothcebavotneacobenbeeube 3 37, 500 
IN eae 4 80, 400 
Te en nn ails amee akon 3 30, 700 
SND NNN 50005 Ae es lnk dadaboebnaieehad 3 53, 000 
I Ti a Ha armies 3 49, 300 
ETI 2) acca atiidcac bb Sdanwasadobbnneaometes 2 29, 000 
RRRRDINR Berichte oat es ke ae Bi ok er eee 2 oe 2 39, 400 
I i a ad ae ced 3 24, 100 
IIIS eA 9 8 re 0g Sg ae Ls ucacbacnugeaneks 7 130, 800 
I a 2 17, 000 
Sr ater tee et Se i ft bh tedadboneskcdibigabec 1 50, 000 
POG. LIIOUNNNET ON CMMNOOIIID 6 econ ences nocconpucccanheguesseses 39 623, 100 
University of Southern California: 
ny et Ne re tk EARL edeadecoes : es 
evelopmental biology e 
Mathematical sciences...........---------- 1 6, 600 
ITI P02 Se hoe SEs oa pl cae ce nw kaaseewenuemeresoes 1 10, 000: 
NRNen RRR A ott) ee coe gn thebabidewcsckies 1 24, 000 
Subtotal, University of Southern California__.......--...--------------- 6 as 63, 100 


Total, State of California 
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grants 
COLORADO 
Colorado Agriculture and Mechanical College: Systematic biology l 
' 

Rocky Mountain Biological Laboratory: | 
Environmental biology.-.- SD | l 
Systematic biology - -...-.-.-.-- IA lett tb oii deine ain aiip acetate 1 
iris she eottewestnkntcanes l 

Subtotal, Rocky Mountain Biological Laboratory -.............-........ 3 
University of Denver: Physics. ...................-.. ‘ 1 
University of Colorado: 
Or a ds endl ian ae aa pain ami menielamnedit ict din 1 
I i a ci edie vv mh ab a anal tal ] 
General Dei eset Nias: ieee ithe at ceinctaaai aie tinge seit iaahaainai 1 
Subtotal, University of Colorado_.........-- Ee I ee ee 3 
- 
REE, GEE Ue ER adnan cotindvciancddmdewesewneneecablebhinkbuaais | . 
CONNECTICUT | 

Trinity College: Developmental biology a sical alata | 1 

University of Connecticut: Mathematical sciences_.......... aieeaenie eablelaaadi 1 

Wels We: PS a ox nce cnttciccccaseccceuesesttsiaciasacedaoks 

Yale University: 

IE ok. ccactidde: badder entinnnn ann manniiiemeammieetint 1 
Earth sciences............ theta sAdeestasdicedsenens eeeaeiohnweone winiicictaiess | 1 
Genetic biology. --..--.---- deli ret Sah ache es einen seas web aihcade eisai | 2 
Mathematical sciences...........-- bdebetibadwendsnndetbnnbmnnatiiaihiohann | ] 
Physics (dub) natant sudsmandendnnenns Lhewincwetioninetnntibnannen emits 2 
PIE crock capeinibenenieeheosneounn ebithai bem dwelsadcuidiadicied Soca 2 
Regulatory biology-.---- sii ceduiniihekietindnninaadeh eianigutainna det itnaiite teins mina 1 
RINE» 5. Gadiadd ocnnkidkeneidrgtnsnagweaisnetebiadeguendckanade 2 

SE HEN IIIIIIIIOD. ss ortccsisitatinhdibinnmubidicie einen we bebe meuaheint 12 

Ee, See PUI iii cst cenrinnadmnnainminbentntdbGinmwmnanietlhnt 15 

DELAWARE | 

University of Delaware: | 
I clic ani tlie sass sch annsanacnaobeialade | 1 
I da sien neenaiaiadniaiok | 1 

PEIN Staite cAsinapncncascdienasaninininincedadaewnndijs 2 
FLORIDA | eae 

Florida State University: 
a al bled hc em nalcicuianilic | 2 
a a ih ccs balla gigh nasa Tih ciisinsnin in ache dee eiabaniads dna diab hatdie 1 
Ee cand danancieancianmaanetnibnnaemkendkwbnndaccuseteiad 2 

ee ee 5 

University of Florida: | se 
I chain ee bebuawenaiestanecwe | 1 
i a oh oa b a eka renaiadadieduuneewGu | 2 
i oe a etl aibiahddaabatintibibialand wiaminads x 7 1 
I ccc seared wie graaliabaruben gdinne cinmit Graihcidbls 1 

Subtotal, University of Florida............-- a a a 5 

University of Miami: | 
a he adm nneeeen Si cbataaibieaisiaAthcacsaaiatibole 1 
a ioe a peep ibaa bute mbiiia 1 

= EO aie ercnincasinrnceennstenntsbeskeadunwae 2 

Yerkes Laboratory of Primate Biology: Psychobiology..-....... psdeisaraicinetcelees | 1 | 


es HE ir a 6 aS etd ni cAcemectsddindcecaccdcccsubbsdalbcisasecas 


| Number of 





Amount 


$1, 400 


6, 400 
| 5, 000 
| 6, 000 


17, 400 
| 12, 600 


13, 000 
9, 000 
| 1, 000 


23, 000 


| 54, 500 


6, 500 
10, 000 
3, 000 


12, 800 
3, 500 
19, 000 
8, SOO 
52, 700 
23, 000 
11, 600 
Fr 9, 400 


140, 800 


160, 300 


39, 400 
| 7, 400 
| 10, 400 
| 57, 200 


20, 500 
18, 000 
1, 300 


i 


| __ 55,200 


| 15, 400 


21, 750 
| 7, 100 
| 28, 850 
120, 000 





| Number of | 


grants Amount 





GEORGIA 
Emory University: Genetic biology 
Georgia Institute of Technology: 


Engineering sciences _- 
Physics So a 


| 
| 


y= | lo) 


Subtotal, Georgia Institute of Technology 
University of Georgia: Mathematical sciences. -- 


| 


Total, State of Georgia 


on 


IDAHO 
University of Idaho: Systematic biology 
Total, State of Idaho 
ILLINOIS 
Illinois Institute of Technology: 
Mathematical sciences 
Physics 


Subtotal, Illinois Institute of Technology 
James Milliken University: Chemistry 


Loyola University: 
Chemistry. — 
Molecular biology 


Subtotal, Loyola University__-_- ‘i 
Midwestern University Research Assoc iation: Phy sics__ 


Northwestern University: 
Chemistry __ _- 
Developmental biology 
Mathematical sciences 
Molecular biology 
Psychobiology._____-- 
Regulatory biology 


Subtotal, Northwestern University 
Principia College: Physics ‘ 
Quincy College: Environmental biology _-- 
Southern Illinois University: Anthropological and related sciences 


University of Chicago: 
Astronomy 
Cc hemistry - . 
Developments al ‘biology 
Earth sciences. 
Mathematical sciences 
Molecular biology 
Regulatory biology _-_- 
General 


| to = bo to tS tt 


Subtotal, University of Chicago 


\_—_ 
= 


University of Illinois: 
Chemistry - 
Developmental biology 
Engineering sciences 
Mathematical sciences 
Molecular biology - -- 
Physics- So ; 
Regulatory biology oe Gd aed boalewkuiawiee : 


KON N hy 


Sey PINION DIINO oo oo coin cenie cc ecseanaccecmeccchannenss 


Total, State of Illinois 


DePauw University: Physics 
as suaashieo da baumiewmeent 


Purdue University: 
Chemistry 
Engineering sciences- 
Environmental biology 
Mathematical sciences 
Molecular biology : 
CU ERaH to od. cnn onda duc amemnad tenes koe kiuokineseeusna ceed 








tome tot 








owe. 
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INDIANA—continued 
Purdue University—Continued 
Regulatory biology 
Systematic biology - - 


Subtotal, Purdue University 
Rose Polytechnical Institute: Engineering sciences 


University of Indiana: 
Astronomy......-...- 
Chemistry ; 
Environmental biology ------ 
Physics eet 
Psychobiology ---....---.--- 
Regulatory biology 
Systematic biology - 


Subtotal, University of Indiana 


University of Notre Dame: 
Earth sciences- ee ae ~ 
Engineering sciences 
Genetic biology 
Mathematical sciences 


Subtotal, University of Notre Dame 
Wabash College: Developmental biology 


Total, State of Indiana...........-.-- 


Drake University: Chemistry 
Grinnell College: Psychobiology 


Iowa State College: 
Chemistry 5 dab 
Molecular biology i 


Subtotal, Iowa State College al 
St. Ambrose College: Developmental biology 


University of Iowa: 
Engineering sciences_- 
Environmental biology -- -- -- 
Physics Patccvetents ; 


Subtotal, University of lowa_- 
Total, State of Iowa............--- vapiaa 


KANSAS 
Kansas State College: 
Engineering sciences. -- i 
Regulatory biology 


Subtotal, Kansas State College 


University of Kansas: 
Astronomy a clan es-+ee 
Chemistry -- - 
Mathematical sciences_---._- 
Physics “ ; . ‘ 
Systematic biology. .......-.--.--- PME EES 


_ Subtotal, University of Kansas---- 7 
University of Wichita: Psychobiology_.........- 


Es Coed OE Roan detecnncccdscacnntene 


KENTUCKY 
The Kentucky Research Foundation: Earth sciences. 
University of Kentucky: Molecular biology 
University of Louisville: Molecular biology 

Total, State of Kentucky. 

LOUISIANA 
Louisiana State University: Psychobiology 
Loyola University: 


NOUN ne cccbecoas lates telat 
Systematic biology __-.- 


Subtotal, Loyola University ..._..- 


Number of 
grants 


- 


33 


tr 


$y 
10 


150 


a, 


” 


«tf, 
20, 
111, 


2A, 
, 200 





Amount 


, 800 
, 000 


300 
600 


300 
500 
000 
100 


Soe 


223, 800 


12, 


6. 


‘> 
6, 
19, 
17, 
15, 


66, 
10, 


on 


on 


on 


lf 


500 


, 900 
000 
, 000 


100 


, OO 


, 100 


5, BOO 


900 


, 900 


500 


500 
000 


3, 100 
, 600 


», 500 


000 


, 800 


, 800 


500 
900 
000 
800 
200 


400 
000 


, 0 
», 500 
000 


, 000 


7 


, 000 
, 000 


, 000 
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Number of 





















grants Amount 
LOUISIANA—continued 
Tulane University: 

IN ss dt ca siege aha nl tai ane Neaanana et 1 $6, 600 

IOI Seid occa tiawieitewertcce eid cteuele cu uueceutus Wreeieewanennes 1 6, 000 
Te TI inser wisiisreininwwecnewncepeweencwescddigubed 2 12, 600 
ee TO ian dc cuvawutewanncdenmadakbeaceadanwaw 5 37, 300 

MAINE 
Mount Desert Island Biological Laboratory: General_...............-.--..---- 1 11, 400 
University of Maine: 

i en tt es ea wwhnwh cw Seine ewe euiWeeentemend 1 9, 500 

Engineering sciences-...............-.- 1 7, 900 

UI et eet. nenocsinemneeeeas JdeaUs hewaecebuameehesusraerenebe 1 6, 600 
A Es esd ncicnaandegenesneetpabeeekeniad 3 24, 000 
EE: ine OF BER ssc ce rcsiciewrsawerewwiconeowswerswesieeee 4 35, 400 

MARYLAND 7 “ 
Johns Hopkins University: 

Anthropological and related sciences... ...............--.-...--.--...----- 1 10, 000 

Chemistry - - ...-.... elo i viele Waldlahininiie in Sicewdieeuvaewohsothvedsneeandok 1 13, 900 

I ci ule Een e UES uN Eee wenteaed vases mieke ie 1 9, 000 

a ac ts Baki tcp SASSI pam aE ee UN 1 16, 500 

Environmental biology _ 1 11, 000 

Mathematical sciences-.--.-.......- 1 5, 400 

Molecular biology --------...---- : ‘ 1 30, 000 

x. oe Ip ieee ree dais eeatecwemnivie de toerieee. svunuwevisic eeel 1 4, 700 

I os a eee Usd EeWw EEE taesedasWea 1 13, 100 

Regulatory biology-----.---- Se ee Sa aati g cia tik iecetiicomaia side Gai eee 2 63, 500 
Subtotal, Johns Hopkins ey iia titled aah chia en cnidtimeigicdalianane ll 177, 100 

Maryland Department of Research and Education: Systematic biology - - ._- sa 1 9, 000 
Morgan State College: Mathematical sciences. --..............-.----------.--- 1 4, 600 
National Institutes of Health: Molecular biology----...-........-.----..------ 1 2, 000 
University of Maryland: 

Regulatory biology----.-.-.-- ticdedwawwa Minas wedpeieseletabna 1 8, 500 
Gubtotel, University of Maryland. «=. . 56.2.2... 62.65. se cccccseces eu ece 2 31, 300 
otek; Oldie of Mia ye ae oo ic cnenccccusceccewsnnnwnn SAU 16 | 224, 000 

MASSACHUSETTS ear 
American Academy of Arts and Sciences: General... -_.......-..----.--------- 1 22, 000 
Amherst College: Physies_----...--.._- a daceaidec LM ns nin elec ileal oie 1 19, 500 
Boston Dispensary: Molecular biology - - --------- iatictdastatas etiam bane Meenete 1 16, 500 
Boston University: 

Molecular biology ---.------- (eneces Gen uiicerewwewnewenmaukin tweed 1 20, 000 

Regulatory biology-.-------. aE cats pbasingewareca ee oat eiaehee 1 13, 800 
Subtotal, Boston University ------ Se ee eee 2 33, 800 

an MONIES CPU lice tii niaial crate Maar ewne a ualieWs auelp inanimate’ 1 10, 500 


Harvard University: 











Anthropological and related sciences---_----.--- nie inlasgaqreie anion teaatnat 1 11, 500 
I eaicccucsunns ss edasdkibiedkbnncddsnddcbmasuaste uw dieweseceabauye 1 132, 000 
i a ah icediain cee Lai dithiceWewisnd Twweebanvertiwe 3 74, 900 
i Anis aabssihngl mak one ois eenblipheh an mh aie Selig iein iene 1 13, 000 
NINE WENO 5 ohhh Cin Se Su ee Sdicecierecrtrscct 2 9, 700 
Molecular biology. ......--.-..-- ied cada apes can de saceee leat we iashctaladicantiaaleene 5 72, 000 
a cian ebknckicctnahewwackavwsgeeenns aackseneesyattiswenene 3 44, 600 
tg sie Sasi nigh ng pinta aiggreonse 3 36, 700 
Sp cr oe ii Mea uEule cen idee see seuune SED EEE 1 11, 500 

ORE TERT OE TIA GONED ons c ven sciscnccccccncccccendda lke tet ld 20 405, 900 

Massachusetts Institute of Technology: 

Gl ents dean bel der ous bansolu seks surakeues tend caneeeauies 1 19, 000 
RI ee eee ana peiaishinhinnie nd ase CCE ein ee 2 , 300 
NN ho oe ote re niin knead pe dhe meKarionadnn paces s 5 66, 100 
RU RE A 8 FR Re ot te I eae a eeabad | 2 | 24, 900 
a eo ae Laan ds aa Rha anes be ne 2 38, 950 

Subtotal, Massachusetts Institute of Technology. -...................--- | 12 183, 250 


New England Deaconess Hospit il: Regulatory biology | 1 | 3, 500 
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nt } —— of Amount 
j MASSACHUSETTS—continued 
% Smith College: 

6, 600 4 Ce niin Seat NNER ed de cteneeectebneuosesinesasersteueeseuseusel l $9, 000 

6, 000 a onnnncnsbneuncnndsbebaninanvecinn iaansmetice 1 | 3, 700 

ameene ; as dake tinteltta nied bt dtnmiahanimamnenateeewndeninEae 3 12, 800 

2, 600 ee ae 

es 6s ici ht sodindin uate ee cates cadiecmeeiainenei ee a 5 | 25, 500 

7, 300 q 

===> 3 Tufts College: | 

; Molecular biology --------- fstab Sica ta ines So tila jeninondanee 1 |} 10, 000 
EE oo cccacawan dcdhuecnmeicnas inch dskic tinea wits 1 | 2, 300 

1, 400 ; —~ 
————— I aig isss cen his ina eniniaalniiane en waledeiioeretniahee’ 2 52, 300 
ge se chan ddonbommdcanemmmeuhatien l 8, 200 

7, 900 Woods Hole Marine Biological Laboratory: 

6, 600 EE I Sc Sd AMAR Shdedindssvnactbaracnacapyencpenbgnocceces 2 26, 200 

cchtnapt a a oe ie inc cavbneendnrecebaaksehiniini 1 4, 625 
4, 000 tik nbs apg e ena sdtintenkdnnsatasensansesescensescesesvpunigaonh 1] Fox 50, 000 
35, 400 Subtotal, Woods Hole Marine Biological Laboratory . -.-- sesscccwesniiee 4 | 80, 625 
== Worcester Foundation for Experimental Biology: Regulatory biology -_..-..--- 1 23, 600 

Total, State of Massachusetts. .__...........................---.---...--- ane 52 | "885, 175 

10, oo ———————————————— —— = — 

13, ro MICHIGAN 

9, 

16 = Michigan State College: Molecular biology.........................-.......--. 1 12, 000 
11, 000 University of Detroit: Engineering sciences.................-........--....-..- 1 | 3, 500 
so University of Michigan: onal 7 

4.700 i acnakandebinnaahn nema nnannanaeace neato 1 8, 100 
13. 100 SN cigsnagac cedsnanbeceswunsudascesedcansneasecssqosars 2 | 18, 300 
63, 500 EE ie Giinionl onda sae cndakeadakandenmanhlneetaaesengbOis 1 | 13, 400 
cite ; a iictigawecasccorsdnccusseaseesuoncencecsesenncsoussesaseuens 1 21, 000 
77, 100 5 OE inctcndnorinsvncdedestecqneuiinassscdnnccaunons omni 4 37, 200 

9 000 : a a ila adel anienamdbmwiaedicenbaes Saba 3 26, 400 

4. 600 Go cain bcc Oia ake dalthanmdinkaemibaiimammiiademnt 4 26, 600 

2. 000 I a il ia a i ha wins iaeanhmaiaaunadlniieeiea  — 2 | 16, 600 
bi anal ; Daeetee, Wet vansite Of MEIIIM. ...o.ccncccccnnnccccccccccccccccecncccce 18 | 167, 600 
~o : Wayne University: a = 
setae SN icant ne anit een Kbanbes inde ctemiimeelontmen 1 16, 000 
31, 300 ( Mathematical sciences 1 ha 8, 900 
24, 000 ee Pr Isis craw inepninndaswnassdadauseupeemaset’ 2) 4, 00 
— 4 Pa a a 22 | 208, 000 
22, 000 i MINNESOTA ~~ ee 

18 500 ; Carleton College: Environmental biology - -................-..-----..--------- 1 | 3, 400 

, 1 University of Minnesota: Pe he st 
aaa aa ick wn vcd ia sat lca ak ade abc sein gdtindl 1 17, 800 

a 1 i toca Gaknrteicdinbnseiilioiickiaabiabnentnwantheminieessenen 2 | 30, 100 
, 4 a PL deeiiiecldnnsccaeiyndenbieneasabanietaseupiageniaspeapesasss 1 15, 000 

: IIL aos os eal usmaieieaiaaneeamnae kedmaeds 1 13, 600 

$3, 800 { ER ER REE Se IS SE See a ee ee ee j 1 | 6, 000 

10. 500 ee EE ee 1 | 11, 100 
ie ateeets EE irae sh ddpdknnanoeiadcauess biukciam isbckincaddccoeueentd 2 33, 000 

I aa a la ae a etrarmiempainnai 1 5, 000 

11, 500 I ee ha aueae rok cicusananddks cosdnaddddwksknubinmapenngn cibeiunivn de = 2 ae 19, 750 
a } Subtotal, University of Minnesota...............---..-......-... atta 12 151, 350 

= a Ry CRUE Oe IONS oo asi os saree cose nscencnsccescecs sca seecunn 51. Sk 00 
re i MISSISSIPPI fais kn —— 

700 } nd ‘ ; : ‘ 

+ pd ; University of Mississippi: Emgimeering sciences___......................._----- 1 7, 000 
105, 900 i ee I etisstectc tis ca cee sisicnneintinmnnenwans és 1} _7,000 
a MISSOURI 
Lh Missouri Botanical Garden: Systematic biology. .._...................-..--- | 1 12, 100 
86, 100 DU SEs EO MUNN ow ainninkdncsactucecnqneceusnssencans= 1 36, 000 

, 5 University of Missouri: Genetic biology. .......................---.-------- : l 28, 500 

24, 900 1 ' : 

38, 950 4 : : 

183, 250 : 
3, 500 
a 














— —— - se —-- -_——— ~ ~ 


Number of 


grants Amount 








——$$—____—_— —_ - es — —__—_ 


mMIssoURI—continued 






Washington University: 






I lS ea eatin ancnucLeaenaancaenttes 1 $5, 900 
mesumtety bISIEy .....<..-.-<-.-<-- AD Ta Sasa aie eee ee 3 49, 700 
Subtotal, Washington University ee om gran Re a ae ee eS oF ae 4 55, 600 
NINN od egivtiskeeaie Oe 132, 200 


MONTANA 





















Montana State College: Psychobiology........................................ 
Total, State of Montana___---_.._._-_- Si i ee 


NEBRASKA 





University of Nebraska: Chemistry -- 


Total, State of Nebraska_ ---._- 






NEW HAMPSHIRE 





Dartmouth College: 

Earth sciences seca aaa : ire s Steen oe oa 7, 200 
Mathematical sciences 
Subtotal, Dartmouth College 


University of New Hampshire: 
Environmental biology , = : : 1 5, 000 
Mathematical sciences i Sente ae = ; ~ 7 


Subtotal, University of New Hampshire 






Total, State of New Hampshire. _____.____ Bs 

4 

NEW JERSEY 4 

Princeton University: 4 
Chernistry - - - -- 1 3, 000 4 
Earth sciences = rae 1 14, 000 a 
Engineering sciences __----- : , ae : 1 19, 100 x 
Mathematical sciences 1 11, 900 % 
Molecular biology ---------- 1 9, 500 a 
Psychobiology ; 1 10, 000 | 
co By gn 6) ae ee ou 6 67, 500 4 








Rutgers University: 

Engineering sciences 
Molecular biology Peete 
Regulatory biology-------- 


Mr 
isiee 


Ce ae are ia i cla od 1 16, 000 
eines toha Oana , 1 15, 000 


Subtotal, Rutgers University __- 







Total, State of New Jersey _ _- 


Co ntgeiannae = poem 























NEW MEXICO Bs 

New Mexico Institute of Mining and Technology: Physics Aa 
J ’ ig 

‘i 


Total, State of New Mexico 


ey: 


NEW YORK 


American Museum of Natural History: E 
Environmental biology pes rere roa ie Seo 1 6, 800 Fe 
I ern oe Ped eae as eee 2 Ri 

Subtotal, American Museum of Natural History_-.-.--.-..------- 2 | 11, 600 Ys 

Reguien Danvers, 100. Generel... oo... cc oc<canacecassncseneuteuss 

Barnard College: 
ce ee ne Ee ete eget eee 1 17, 500 B 


Regulatory biology 


Subtotal, Barnard College 


Columbia University: 








Neen nnn ene ee sub paaepace abnecanauad baal 1 | 2, 400 
a es Be Soe wn noe peitnccese eee 3 | 28, 800 
Engineering sciences ree ieee eee St aes Gear aoe ad | 1 | 7, 000 
NN ne nnn eS ena 1 | 2, 650 
Molecular biology....-_-______- 2! 


: 
oe 
{ 
. a 


NEW YOrK—continued 


Columbia University—continued 
Physics 5 ‘ iia 
Regulatory biology ---- 
oS eee 


Subtotal, Columbia University 


Cornell University: 
Chemistry -- 
Engineering sciences 
Psychobiology 
Regulatory biology 


Subtotal, Cornell University 
Fordham University: Developmental biology 
Highlands Biological Station, Inc.: General 
Hunter College: Molecular biology : 
Long Island Biological Association: Genetic biology 
New York Medical College: Regulatory biology 


New York University: 
Engineering sciences 
Mathematical sciences. 
Molecular biology 
Regulatory biology 


Subtotal, New York University ene 
New York Zoological Society: Systematic biology 
Paleontological Research Foundation: Earth sciences 


Polytechnic Institute of Brooklyn: 
Chemistry ie 
Engineering sciences 


Subtotal, Polytechnic Institute of Brooklyn 


Renesslaer Polytechnic Institute: 
Chemistry 
Engineering sciences 
Physics. 


Subtotal, Renesslaer Polytechnic Institute 


University of Rochester: 
Chemistry 
Physics. 


Subtotal, University of Rochester oe c 
Rockefeller Institute for Medical Research: Regulatory biology 
sarah Lawrence College: Psychobiology : : 
State University of New York: Chemistry 


Syracuse University: 
Mathematical sciences 
Physics-_-....-- 


/ Subtotal, Syracuse University -- 
Union College: Genetic biology aeenanees 
Yeshiva University: Developmental biology 


Total, New York State____- 


Duke University: 
Chemistry : 
Developmental biology - 
Engineering sciences 
Environmental biology 
Molecular biology 
Physics ah 
Systematic biology - - 

Subtotal, Duke University - 

North Carolina State College: 
Engineering sciences 
Regulatory biology 


Subtotal, North Carolina State College 


2350—56—pt. 1——_-36 


Number of 
grants 


Amount 


16, 200 
7, 500 
&, 500 
32, 550 
64, 750 
18, 000 
11, “Oo 


22, 700 
O00 


2 700 





Number of 


grants Amount 


NORTH CAROLINA—Ccontinued 


University of North Carolina: 
Earth sciences 
Engineering sciences 
Regulatory biology 
Systematic biology 


Subtotal, University of North Carolina 
NE, ED UNO RUIN ne eineitamicnstacdncnasensocawensudsune 
NORTH DAKOTA 
North Dakota Agricultural College: Environmental biology 
University of North Dakota: 
Chemistry ............. nine ingeuaspaambnneiios Lneadaend adamant nantean 
Engineering sciences-_-__---......-----.---- Shatin emeweatkna crue cea eceaneahal 
Subtotal, University of North Dakota 


Total, State of North Dakota 


Antioch College: Mathematical sciences. ---_-............-..........--.-.----..- 
Baldwin-Wallace College: Environmental biology 
Case Institute of Technology: Astronomy 
Kent State University: Physics 
Oberlin College: 
Earth sciences_. 
Enc oa iawpabecnconcaaekesnbas ghekcuepaneteene 


Subtotal, Oberlin College 


ae 
Sees 


S| coh 
| 88 


Ohio State University: 
Chemistry ‘ 
a enimadme scan snakes Roa neunenanbbeseneem 
Physics 


ate 
S83 


| 


Subtotal, Ohio State University 
ROY GE MURINE: TINUE 0 on in cece nenenpematnewesenen’ 


Be 


Western Reserve University: 
Genetic biology 
Psychobiology 


8/5 
3/88 


Subtotal, Western Reserve University 


8 
g 


Total, State of Ohio 


OKLAHOMA 


Oklahoma Agricultural and Mechanical College: Mathematical sciences 


University of Oklahoma: 
ete kad ecch topcase aden Cae eabadccssabebiaednnnednkenwemateeeel 
Systematic biology 


Subtotal, University of Oklahoma 
Total, State of Oklahoma 
Oregon State College: 
Chemistry 
Regulatory biology 
Subtotal, Oregon State College 
Reed College: 
Chemistry 
Genetic biology. 
Molecular biology 


Subtotal, Reed College 





OREGON—continued 


University of Oregon: 
Anthropological and related sciences 
Environmental biology 
Molecular biology - ------.-- 
Physics 


Subtotal, University of Oregon 
ele a Le ne ee ae ee “ie 


PENNSYLVANIA 
Allegheny College: 
Genetic biology 
Systematic biology..............-- 


Subtotal, Allegheny College 


Carnegie Institute of Technology: 
Chemistry --_- 
E ngineering sciences 
Mathematical sciences-.-- 
GE cadknedewnhekestennesasntiensnesenn 


Subtotal, Carnegie Institute of Senay. 
Duquesne University: Cc veoh 
Franklin and Marshall College: Earth sciences 
Hahnemann Medical College and Hospital: Regulatory biology -- 
Haverford College: Molecular biology 
Institute for Cancer Research and the Lankenau Hospital Research Institute: 
Regulatory biology 
Lafayette College: Chemistry 


Lehigh University: 
Earth sciences 
Ps ey ‘ 


Subtotal, Lehigh University 
Mellon Institute of Industrial Research: Chemistry 


Pennsylvania State University: 
Chemistry 
Earth sciences 
Engineering sciences. .....-.--...---- iteeliadiiplen eia Sinivs nth Rciaecetiiia ada 
Molecular biology ‘ 
hat cine erat cha knakeetenumen ed 
Psychobiology aie 


Subtotal, Pennsylvania State University __ 
Rocky Mount Biological Laboratory: Genetic biology 


Swarthmore College: 
Engineering sciences 
Psychobiology 
Systematic biology 


Subtotal, Swarthmore College 


Oniversity of Pennsylvania: 
Chemistry -- 
Developmental! biology 
Mathematical sciences 
Molecular biology 
Physics . 
Psychobiology- 
Regulatory biology 


Subtotal, University of Pennsylvania 


‘’niversity of Pittsburgh: 
Chemistry . 


en biology ...----.-- iiiehiithdaininnsinicaaneneies Sinica 


Subtotal, University of Pittsburgh 


Total, State of Pennsylvania 


| Number of 








grants Amount 


$22, 200 
4, 500 
27, 000 
7, 700 


61, 400 


118, 600 


4, 800 
4, 500 


9, 300 


21, 500 
33, 500 

8, 500 
35, 300 


98, 800 
10, 500 
10, 000 
8, 200 
10, 000 


16, 500 
5, 000 


6, 800 
9, 600 
5, 100 
22, 500 
_ 6, 200 


20, 500 
50, 000 
43, 700 
20, 000 








232, 100 


53, 600 
3, 200 
21, 400 











RHODE ISLAND 


American Mathematical Society: Mathematical sciences -- - 


Brown University: 


Developmental! biology -------- vbivibpebuleis aan nnpiitita ie knainabeaaeinin 
IE TIN ater cic wens nwewetionnuemebae sceglallch dickies dtaglakaieae asia 
| RS ita Silber ti ity eee a inna rome 
Psychobiology _. ie ee eae eee dchieadsraihnnentinadanaaee ed aes 


Subtotal, Brown University........--...--------------- 


tal es OE Ee BONE | . 5 knoe coc cn cccecn enc sbsi ends ddenteene .| 


SOUTH CAROLINA 


Clemson Agricultural College: Physics..--......-----.-.----------- 


ne er ID SI os nemsinnnacie das cceeantickwicuawadeesuy ; 


SOUTH DAKOTA 


South Dakota State College: 


SMROTEO TOE «00 pee ec scnewevnwesnenneiweesnceverecuwensensivsweseees 


NE ts no. Co atthe acnieReenca 


Total, State of South Dakota__--.-- ptctwa tinea tnwleinkw acute wweaineduigy aeoeN 


TENNESSEE 


Tusculum College: Systematic biology --_-.----.---------- peeeisAlbs sus NOEL 


Vanderbilt University: 


a os oben catwaaeuebacccdn anew aaakamaesueenete 
Regulatory biology Re Sie ee eal tai ses rine baie an Gee eean 


Subtotal, Vanderbilt University ___-.----- ‘ 


University of Tennessee: 


cin cena ee nob eiueeneTiUees Topesedadsapes 

Mathematical sciences cha amGhies ientunnenbenweiuns veeveutesuedeee 

Ce ieee in aceareh ine eachnbnnaeeinden we cnt 
NET) TIEN OF TORN oan nisin cece cercwcc cesieses 


eg a a ae eee eT 


Rice Institute: Physics__.----- 

Texas Agricultural and Mechanical College: 
Earth sciences__- cont 
Regulatory biology -- ae 


Subtotal, Texas Agricultural and Mechanical C anon 
Texas Southern University: Chemistry-_-......---------- 
University of Houston: Engineering sc jences....-------- 


University of Texas: 
a ie Cee cea bees 
Mathematical sciences-_--- 
Regulatory biology --- 
Systematic biology -- 


Subtotal, University of Texas 
Total, State of Texas-_-........-.--- 
UTAH 
Brigham Young University: Chemistry. 
University of Utah: 
Chemistry 
Engineering sciences 
Physies ; 


Psy chobiology.. 
Systematic biology 4 


Subtotal, University of Utah_- 


Total, State of Utah- ste 











Noe 








4, 000 
4, 000 


8, 000 


2, 000 


9, 300 
10, 000 


19, 300 


3, 500 
13, 300 
15, 000 
31, 800 


53, 100 


20, 000 
12, 000 


32, 000 


10, 000 
10, 600 
12, 000 
34, 500 


67, 100 





138, 100 


5, 100 


35, 300 
15, 800 
54, 100 

5, 300 


10, 700 





PNR 





Tied 


Se aha 


Dini oe 


|} Number 


of 
grants 
VERMONT 
University of Vermont: 
Chemistry ....- 5 , l 
Physics... paneiee < = sa l 
Total, State of Vermont-_........_-- ; . ; 2 
VIRGINIA 
Randolph-Macon Woman’s College: Astronomy. ...........--- 7 l 
University of Virginia: 
I a a ea ‘ a ‘ ‘ on avetiiediiaacien 2 
Mathematical sciences- 7 l 
Physics ‘ iad sp tis ihdieistindetntielaciclachanapilinaiticaiaiia l 
aici ilale cctctiniminnltbneiaaine . . l 
Subtotal, University of Virginia ‘ ; ba ‘ 5 
Virginia Polytechnic Institute: E ngineering scie neces... re l 
Washington and Lee University: Chemistry...........-- silk cheeses besipiouiineiicaaes l 
Total, State of Virginia...............- piises eal subi 8 
WASHINGTON 
State College of seen 
Chemistry----- Sasi th a eceedies a iotialiedia bia a cde dntntn aa aaa achalasia 1 
Systematic biology estates as thes arhaaplei alten ilo ats avai litle tiiilsebabutasideahiabndacit . l 
Subtotal, State College of Washington_.._..__........._-__.---_--- = 2 
University of Washington: | 
Ce grin ekat canna aediaedkn meneame a iad tal eee sess 2 
Developmental biology.._................-- sainb weno sieebubdimmiebachael a l 
a i a necnldde iain ahtaiahebntia PERSSON a l 
yo” RS ee Asioiabaieeinel iscsi tai ti lia oui l 
BIE I 6 6-5 sc crecccsescicsceiopialaieieieGbeceeeiernnadmaeinaie imac aie l 
Subtotal, University of Washington... coos cnncn cn cncnecccens 6 
Total, State of Washington.................. Came haaeaaiec Ce ae abe: s 
EST VIRGINIA | 
West Virginia University: 
CE iteeteeern tate wenenakacnuaiw qdlonicdiscinbhanvetaaendnndcnnwess 1 
Engineering sc te Ce putas deceased Ranglin siciblehgs l 
I i 1 
Total, State of West Virginia_..............._.-. i salcsiiianhdelipaondlan = 3 
WISCONSIN 
Ripon College: Chemistry--.-.-.-. ; | 1 
University of Wisconsin: 
Astronomy in ‘ ‘ | 1 
Chemistry-__. nace . silica le ecttiie 2 
Developmental biology arate sacee a hal 1 
Molecular nay. — ‘ sineewmawa aa . x | 4 
Physics ; js sorry Semcais . l 
Psy chobiology 7 iad uiieg a 7 l 
Regul: atory weeny - ; cata wlite a5 iseue | 2 
NIN is Gi deutettouscs ol asicoues sdbdnuas Riséssuae ee ia a a | 2 


Subtotal, University of Wisconsin_ 


Total, State of Wisconsin.......___-- 


ee biology ‘ i 
Physics_- 


University of Wyoming: 
; 
Psy chobiology 


Total, State of Wyoming... a ae 3 


DISTRICT OF COLUMBIA 


American Institute of Biological Sciences: General_____- 
Bureau of Reclamation: Engineering sciences.............-....___-- 
Carnegie Institution of Washington: General.- 

Coast and Geodetic Survey: Earth sciences__. : 
George Washington University: Molecular biology = 


Howard University: Psychohiology 


mt ek et et ed ed 


14 
4 


z 


fh) 


x 


10, 


12, 





iM) 


100 


», 100 


OO 


0, 800 


000 


ia) 


000 
. 000 


. 500 
, 100 
, 400 


}, 000 


OO 


O00 
SOO 


, 000 
63, 
, 300 
, 800 


500 


100 


, 850 


», 050 


SK) 
300 
100 


, 600 
0, 000 
7 200 
5, 000 


550 
100 
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DISTRICT OF COLUMBIA—Continued 


National Academy of Sciences: 
Systematic biology 
General __- _- . 


Subtotal, National Academy of Sciences 


Smithsonian Institution: 
Systematic biology - - 
General - 


nS CN, CRON cs a innccnibbh sneak delat eelomdis 


Total, District of Columbia 


GREAT BRITAIN 


University College, London: Molecular biology 


Total, Great Britain 


HAWAII 


University of Hawaii: Systematic biology 


Total, Hawaii 


Number of | Amount 
grants 

















Naples Zoological Station: General 


Total, Italy 


PUERTO RICO 
University of Puerto Rico: Molecular biology 
Total, Puerto Rico 





2 | $26, 950 
1 18, 000 
3 44, 950 
1 17, 250 
1 29, 000 
2 46, 250 
11|  —«:158, 250 
1 2, 900 
1 | 2, 900 
——— 
1 8, 000 
1 8, 000 
1 10, 000 
1 10, 000 
1 10, 000 
1 10, 000 


GRANTs FOR Support oF RESEARCH FACILITIES 


Mr. Tuompson. Here is a new program. Insert pages 59 through 


62 in the record. 
(The material referred to follows :) 


GRANTS FOR Support OF RESEARCH FACILITIES 


Summary of obligations by objects 











Actual, Estimate, 
fiscal year | fiscal year 
1955 1956 
11 Grants, subsidies, and contributions: 
Biological and medical sciences: Biological 
NE SE Fens casnccncmiacnesennusacans 0 0 
INE ie oie as nese goes eaeleiniioiean 0 0 
Mathematical, physical, and engineering 
sciences: 
Interuniversity radio astronomy facility....| $103, 800 $1, 500 
American Astronomical Observatory ------- 50, 400 250, 000 
University nuclear reactors_.........-..--..--.- 0 0 
Computing facilities.................-.---.. 0 0 
NR pi ctsnn ico ern aera 154,200 | 251, 500 
a oma rk ee i Bes ae 154, 200 | 251, 500 


Increase, 

Estimate, | fiscal year 

fiscal year | 1957 over 

1957 fiscal year 
1956 


$1, 000, 000 |+-$1, 000, 000 
1,000, 000 | +1, 000, 000 


3, 500,000 | +3, 498, 500 
600,000 | +350, 000 

1, 100,000 | +1, 100,000 
800,000 | +800; 000 
6,000,000 | +5, 748, 500 
| 7,000,000 | +6, 748, 500 


+ a 
i 


eee se! 
a area ead 


oo 


Oe cs 


at al 


che Seed 


6 


1 ER ARI DA Ea 


a 








<a a. wee ed ee oh Oe 


— nh ah oe ee oe 
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2 (B) GRANTS FOR SUPPORT OF RESFARCH FACILITIES 


Need for research facilities and equipment 

The rapid advances made in science not only have multiplied the complexities 
of the problem of determining the level of an adequate national effort in basic 
research, but have also expanded the need for financial support of research 
facilities. The conception that a scientist engaged in basic research requires only 
his brain and simple homemade equipment is now erroneous as a generalization. 
Without doubt, the speculative capacity of the research scientist is still the most 
powerful and most fundamental instrument of research. But the tremendous 
progress made through such speculation now requires wondrously complicated 
devices that will permit us to probe still deeper into the unknown. For example, 
the nuclear reactor, which is itself a product of basic research, has now become 
an important research device for the fundamental scientist, as has the mathe- 
matical computer. Complex computations, which underlie progress in much 
basic research, and which formerly required months, years, or even a lifetime 
to accomplish with the aid of an eletric calculator, now may be accurately 
resolved in hours, days, or weeks. Through the use of such facilities and equip- 
ment, the effectiveness of the research scientist can be materially increased. 

As the tools of research become more effective, they also become more complex 
and more costly. As a result, our educational institutions, whose income has 
not risen in proportion to the increase in research costs, are no longer able to 
supply the equipment and facilities needed for advanced research. The resultant 
lack of modern facilities hampers the advance of scientific knowledge in two 
ways: First, opportunities for significant basic research in certain areas are 
restricted; and second, the possibilities of training scientists of competence are 
significantly reduced. The greatest deficiencies are in areas such as astronomy 
and biology, where they are no direct links between basic research and develop- 
ment. Non-Government sources of funds have been diminishing as private foun- 
dations have since World War II tended to provide funds for project grants 
rather than large amounts which could be used for physical plant construction, 
and as present levels of taxation have reduced the likelihood of substantial gifts 
from individuals or other sources for construction of facilities. Furthermore, 
financing from industrial sources would have serious limitations, as facilities 
constructed with industrial assistance are generally utilized principally for 
applied or development work of interest to the supporting industry rather than 
for basic research use. Therefore, if the Federal Government is to encourage 
and promote basic research effectively, as expressed in the National Science 
Foundation Act of 1950 and Executive Order 10521, it must provide funds for 
the construction of research facilities and the procurement of major items of 
equipment in those areas where support from other sources is lacking. 


Foundation policy with regard to support of facilities 


To date, Federal support of relatively large-scale research facilities has been 
generally confined to special-purpose research and development activities. For 
example, the Atomic Energy Commission has provided support for the construc- 
tion and operation of nuclear accelerators for the conduct of nuclear research. 
The Office of Naval Research has provided electronic digital computers for 
research related to the mission of the Navy Department, and the Air Force has 
supported research activities relating to air defense and attack. Thus, a limited 
Federal policy for supporting facilities may be said to exist. It is in the national 
interest that this policy be extended to the support of facilities for general- 
purpose basic research. The Foundation has therefore proposed a program for 
the support of certain research facilities and major items of equipment for fiscal 
year 1957 in accordance with the principles described below : 

(1) The Federal Government should provide funds for the construction of 
large-scale research facilities for basic scientific research when the need is 
urgent, when it is clearly in the national interest, when the technical merits 
are sound, and when funds are not available and cannot feasibly be stimulated 
from other sources. 

The provision of facilities in accord with the above criteria will make signifi- 
cant contributions to the overall problem in science now confronting the Nation 
by increasing fundamental knowledge through basic research and increasing our 
scientific manpower potential by providing training opportunities. In view of 
the well-recognized dependency of the Nation’s welfare, security, and economy 
on the adequacy of our scientific discoveries and of our scientific manpower, 
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the Federal Government has the responsibility for providing the means for 
conducting basic research and the-training of scientists when the means are 
not available from other sources. 

(2) Federal support to facilities should be generally conditioned upon reason- 
able financial participation by the institutions or other entities concerned, but 
with the degree of such participation resting upon negotiated and mutually 
satisfactory arrangements. 

The Federal policy supporting the establishment and construction of facilities 
must encourage cost sharing to the maximum extent possible, but at the same 
time retain sufficient flexibility to assure that the facility selected for support, 
as well as its location, is clearly in the interest of science. The policy must 
therefore assure that (a) institutions in need of research facilities are not denied 
assistance because of their inability to meet conditions of a standard formula, 
and that (b) institutions with greater financial resources are encouraged to 
contribute to the maximum of their ability. 

(3) In supporting large-scale facilities the Federal Government should gen- 
erally limit its support to a contribution for establishment and construction 
eosts, but should also recognize that in individual instances continued support 
may be required. 

To minimize the necessity for providing continued support for facilities, the 
Foundation proposes that as a general rule contributions to annual upkeep and 
operational costs be limited to a definite period (not more than 5 years), with 
annual amounts to be progressively reduced and terminated at the end of the 
period. However, there will remain exceptional cases where it will not be possi- 
ble, under this standard, to provide for large facilities of great importance for 
the advancement of science. In these circumstances, where continuing contribu- 
tions for operation and maintenance may be required over an indefinite period, 
the number of facilities supported should be limited and the level of total annual 
support for each facility should be restricted by strenuous effort directed toward 
stimulating and encouraging nongovernmental contributions which will permit 
the eventual reduction and elimination of Federal support. 


Program objectives 

The Foundation’s program for support of research facilities and equipment 
has the following objectives: 

(1) Improving the extent and quality of basic research in areas which de- 
pend on scarce and costly facilities and equipment. 

(2) Achieving proper geographic distribution of research by providing necess- 


sary facilities and equipment in regions now lacking such facilities and equip- 
ment. 


(3) Providing training opportunities in the use of advanced scientific fa- 
cilities and equipment. 

Mr. Waterman. It might be worth pinpointing, Mr. Chairman, in 
regard to the first item, “Grant for support of research projects,” 
that the sum we are asking for represents the possibility of making 
grants to 60 percent of the very siioth quality. 

Mr. Tuomas. That is historical now. You want a sum total for 
research facilities of $7 million for 1957? 

Mr. WaterMan. Yes,sir. Six million dollars for the mathematical, 
physical, and engineering sciences, and $1 million for biological and 
medical sciences. 

Mr. Tuomas. You have sort of bypassed the doctors and biologists. 
You have $1 million against about $6 million for the other scientists. 

Mr. Waterman. We canvassed this rather thoroughly among the 
sciences, and the needs of the biological and medical people were 
largely in renovating and bringing up to date existing field stations. 


BIOLOGICAL RESEARCH FACILITIES 


Mr. Tuomas. Give us a breakdown of this $1 million item, and give 


us a pretty good one on the $3,500,000 item. What about your $1 
million now? How do you break that down q 


Se Se el ae ed 


Rea st Ls adalah 
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— Mr. Waterman. The justification for that is on page 79, sir. 
Mr. Tuomas. This ts all historical. Can you give me something a 
little more definite than this ¢ 
Mr. WarrerMAN. Yes, sir. 
‘This is to support and provide partial support for maintenance and 


; operation, and renovation of facilities at dese rt, Arctic, and marine 
laboratories. We have a list of these laboratories and the estimated 
need in renovation and repairs and operation and maintenance costs. 
: The reason why the biological and medical facilities item is not so 
large is because we are not requesting construction of new facilities 


in general, but these are maintenance and operation costs. We could 
provide this detailed statement to you, if you would like. For ex- 
ample, Jackson Hole Biological Station does not require renovation 
or repairs, but operation and maintenance cost amounting to $15,000, 
Mr. Tuomas. You say “There are presently in the Western Hemi- 
} sphere 54 biological field stations in unique habitats—desert, Arctic, 
marine and fresh water—which provide abundance and variety of 
biological forms readly available for basic research. Many of these 
biological field stations (including Woods Hole) are, however, oper- 
. } ating at far less than optimum capacity, and, in many instances, are 
» actually falling into an acute state of disrepair because of lack of 
| adequate financial support.” 

Mr. Suerrarp. We have on hand, I believe, requests from 27 of these 
stations for a total of $2,275,000. 

‘ For new construction and equipment, $982,000; for renovation and 
repairs, $442,000; and for maintenance and operation costs, $851,000. 
And that is considerably in excess of the amount we have in the budget. 

Mr. WATERMAN. We expect to receive, before the end of 1957, re- 
quests from 27 stations. 

Mr. Tuomas. These are matching funds, 50-50 ? 

Mr. Waterman. No, sir. This has to be worked out. We expect 
to get requests from them. As I say, we expect requests from 27 sta- 
: ; tions for a total of $1,775,000. They may be able to contribute some- 
' thing and ask for more, or may ask for the full amount. 

Mr. Tomas. Which part of this program is based on the 50-50 
matching basis? 

Mr. Bronx. I know this general program, and I would say that, in 
; ' most instances, although I do not have the hard facts before me, the 
: 3 local institutions will contribute a lot more than 50 percent. This 

) will be something to help them out of a pretty desperate situation be- 
'. cause it is the hardest thing in the world to get money for. 
i And that leads me to say another thing with regard to this part 

' ofthe programs, and that is that it is one of the highly desirable ones, 
in that it reaches all through the United States. There are support- 
ing stations in the eastern seaboard areas for marine biology, out in 
i Michigan in the lake areas where they study fresh-water fauna and 

flora; down in Texas, up in the Rocky Mountain States. It is a won- 
derful opportunity to strengthen the local institutions. 

If you take, for instance, Woods Hole, there will be there every 
summer upward of 300 or 400 college, university, prep-school, and 
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high-school representatives. The people come together and they get 
a great lift out of seeing other people getting ideas, and they go back 
and they are a lot better teachers than they otherwise would be. 

This ischeap. Of course, as an engineer who has become a biologist, 
1 would say we are too modest. We biologists are so thrifty and op- 
erate so economically that we do not ask for all the money we should 
ask for. 

Mr. Botanp. This item is to repair and restore facilities? 

Mr. Bronx. The hurricane came along and wrecked our whole plant 
there at one laboratory. We always have to try and scrounge around 
and get a little money here and there in order to keep them going. 

Mr. Tuomas. Let me suggest that we come back at 1: 15. 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, the committee will please come to order. 


DEGREE OF NONGOVERNMENTAL FINANCIAL SUPPORT 


I think this justification statement is worthy of repetition. 

“Furthermore, financing from industrial sources would have serious 
limitations, as facilities constructed with industrial assistance are 
generally utilized principally for applied or developmental work of 
interest to the supporting industry rather than for basic research use. 

“Therefore, if the Federal Government is to encourage and promote 
basic research effectively, as expressed in the National Science Foun- 
dation Act of 1950 and Executive Order 10521, it must provide funds 
for the construction of research facilities and the procurement of 
major items of equipment in those areas where support from other 
sources is lacking.” 

Then we have the following sentence : 

“To minimize the necessity for providing continued support for fa- 
cilities, the Foundation proposes that as a general rule, contributions 
to annual upkeep and operational cost be limited to a definite period 
(not more than 5 years), with annual amounts to be progressively re- 
duced and terminated at the end of the period. 

“However, there will remain exceptional cases where it will not be 
possible, under this standard, to provide for large facilities of great 
importance for the advancement of science. In these circumstances, 
where continued contributions for operation and maintenance may be 
required over an indefinite period, the number of facilities supported 
should be limited and the level of total annual support for each fa- 
cility should be restricted, with strenuous effort directed toward stim- 
ulating and encouraging nongovernmental contributions which will 
permit the eventual reduction and elimination of Federal support.” 

What is the proportion of nongovernmental contribution that you 
— in this program on facilities now ? 

Mr. WarTerMAN. In astronomy, it seems doubtful that there will be 
any. 

In the case of computer and reactor facilities, we are expecting 
that the institutions will bear part of the cost. 

Mr. Tuomas. Anywhere from a third to a half? 

Mr. WarterMAN. From a third toa half. 

Astronomy is $3.5 million. 








569 
INTERUNIVERSITY RADIO ASTRONOMY FACILITY 


Mr. THomas. What will be the ultimate cost of the astronomy 
project ? 

Mr. WarerMAN. That one, I think, will be completed at about $4.5 
million. 

Mr. Tuomas. $4.5, or a million more than you are seeking here? 

Mr. WarterMAn. That is right. 

Mr. Tuomas. Mr. Reporter, insert pages 63 through 67 in the record 
at this point. 

(The pages referred to are as follows :) 


1. Interuniversity radio astronomy facility, $3,500,000 


Purpose of estimate-—The estimate of $3,500,000 is to provide funds for the 
construction of a radio astronomy observatory containing a 140-foot radio tele- 
scope and necessary auxiliary equipment. 

Significance of radio astronomy.—Radio astronomy, a comparatively new field 
of science dates from the early 1930’s when an American engineer working on 
improvements in radio communication detected weak radio signals which origi- 
nated in outer space. Since that time, techniques have been developed whereby, 
through the use of dish-shaped, parabolic antennae and sensitive radio receiving 
and recording equipment, these signals can be detected and analyzed. These 
signals, which are unaffected by the earth’s atmospheric conditions and which 
can be studied on a 24-hour basis, are significant in the study of the structure 
of our galaxy and solar phenomena and open up portions of the universe not 
visible by optical means. Thus, the “window” to the universe has been widened 
by this newly developed means of observation, and it may be said that radio 
astronomy is now in about the same position as visual astronomy was when 
Galileo invented the optical telescope. 

Present status of radio astronomy.—Because of the cost of radio astronomy 
equipment university and foundation observatories have been unable to install 
equipment of sufficient size and sensitivity to permit more than limited experi- 
mental use. As a result, the United States, the birthplace of radio astronomy, 
is lagging far behind other nations in this area. Large and powerful instru- 
ments are in use in Holland, Australia, and England, with the largest a 250-foot 
paraboloid, now under construction in the latter country. In this country, the 
largest radio astronomy telescope now in use is one of 50 feet at the Naval Re- 
search Laboratory. The total extent of radio astronomy facilities now avail- 
able or under construction follows: 


Operating organization Size Use 


84 foot (under construction) tion problems of interest 


to the Navy Department. 
}sun tracking. 


Cornell University tas oe connected with Air 
orce mission. 


\astronomical research. 


Naval Research Laboratory EA as eon Sena en Be {tino and communica- 


Bureau of Standards 


Harvard University 25 foo 
60 foot (under construction) 
Carnegie Institution of Washington f 


Need for additional facilities —Of the 9 facilities listed above, only 3 (those at 
Carnegie and Harvard) are available to any degree for basic research and train- 
ing; only 2 (the 60-foot dish at Harvard and the 84-foot dish at the Naval 
Research Laboratory) are large enough to permit advanced research. If the 
full potentialities of radio astronomy for basic research are to be realized, the 
Nation must have more observatories available for such research, and must also 
have instruments capable of probing deeper into the secrets of the universe. Both 
of these needs can be partially met by the establishment of a radio astronomical 
observatory equipped with a 140-foot radio telescope and available to scientists 
from all institutions. A 140-foot dish would have 10 times the power of a 50-foot 
dish and would improve the sharpness of definition by 2 or 3 times. In addition, 
its proposed location at an isolated site, where interference is at a low level 
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would increase its effectiveness many times over present instruments. With such 
modern high-powered equipment used entirely for basic astronomical research, 
we may well expect a wide range of contributions to our basic knowledge. 

Potential sources of support.—Experience with existing radio astronomy facili- 
ties indicates that there is little likelihood that support for such facilities can 
be obtained from industry, private foundations, or from the educational institu- 
tions themselves. Only one of the existing observatories was constructed solely 
with funds from sources other than the Federal Government. Of those observa- 
tories constructed with Government funds, only the two at Harvard, for which 
the National Science Foundation provided partial support, are available for basic 
research. All of the others are oriented directly toward the missions of the 
agencies providing the financial support. If radio astronomy facilities are to be 
provided to our universities, the Federal Government must provide the necessary 
funds, and if the observatory is to be available for basic research, the Foundation 
is the logical agency to provide the necessary support. 

Development of estimate.—Since January 1954 the National Science Founda- 
tion has had the assistance of prominent astronomers, physicists and engineers 
in appraising the status of radio astronomy in this country, and later appointed 
a special Advisory Panel on Radio Astronomy to assist in guiding the Founda- 
tion’s radio astronomy program. It is the consensus of these scientists and 
engineers that a radio astronomy center should be established in the eastern 
portion of the United States available to all astronomers for basic research, and 
that initially this center should be equipped with a radio telescope of approxi- 
mately 140-foot diameter. Subsequent to this determination, the National Science 
Foundation provided limited funds to Associated Universities, Inc., for a study 
to determine the requirements of a radio astronomy center, to examine tentative 
sites for such a center, and to determine the estimated minimum cost. The details 
of this estimate, which totals $4.5 million, of which $3.5 million is requested in 
fiscal year 1957, are shown on the following pages. 
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g Summary of financial requirements for a radio astronomy facility, fiscal years 195 
: 
3 Requirements by fiscal years 
' Purpose or item 
; 1957 esti- 1958 esti- 1959 esti- 1960 esti- as 
mated mated mated mated “— 
I. Site development: 
Site acquisition $100, 000 0 0 0 $100 
Onsite secondary roads 90, 000 0 0 ( ”) 
Drainage system (piping, man- 
holes, ete.) an 17, 000 0 0 0 17 
Water supply: 
Well__. é 5, 000 0 0 0 
‘ Pump 7, 500 0 i) 0 7 
; Pump housing, pressure tanks, 
: etc ben ee 12, 500 0 0 0 12 
‘ Fire protection (fire pump and water 
reservoir) ea 35, 000 0 0 0 3 
Electric power: 
2 250-kilowatt diesel generators 94, 000 0 0 0 4 
2,000 feet of 600-volt cable 12, 000 0 0 0 12 
Transformer, shielding, filters, | | 
distribution panels, ete 19, 000 0 0 0 19 
Total, site development 392, 000 0 0 0 S92 
II. Buildings and housing: | 
Diesel-generator building (15,000 | | 
cubic feet) | 15, 000 0 0 0 l 
Central building, 140-foot reflec- | 
tor (12,000 cubic feet) | 15, 000 | 0 | 0 0 l 
Maintenance building (1 wing | | | 
only, 4,000 square feet) | 40, 000 | 0 0 0 0) 
Laboratory and administration 
building (1 wing, basement 
with boiler, Ist and 2d floors) - __| 300, 000 | 0 0 0 300 
Housing and cafeteria 113, 000 $37, 000 0 0 10 
Total, buildings and housing 4183, 000 000 0 0 ™ 
III. Radio telescope construction and | 
equipment: | 
Excavation, clearing, foundation, 
ete., for 140-foot reflector 400, 000 | 0 0 0 100, 
Design, construction, and erec- | | 
tion of 140-foot reflector 1, 800, 000 0 0 0 800, 
Radiofrequency components and | 
other electronic equipment 100, 000 | 0 | 0 0 100, 
Other observing equipment 75, 000 | 75, 000 | 0 0 150, 
Total, construction and equip- | | 
ment.-.- pole 2, 375, 000 75, 000 | 0 0 . 450, 
IV. Facility equipment: 
Library 10, 000 40, 000 0 0 i) 
Shop and repair equipment- 50, 000 | 50, 000 | 0 0 100, 
Electronic test and repair equip- | 
ment 40, 000 | 10, 000 | 0 0 n 
Furniture and equipment for | 
offices, cafeteria, guesthouse, | 
etc 50, 000 50, 000 0 0 100 
Total, facility equipment 150, 000 150, 000 0 () 3M 
V. Salaries, operation, and maintenance: 
Scientific and supporting salaries: 
Director 16, 000 16, 000 $16, 000 $17, 500 6 
Radio astronomers (1) 7, 500 (1) 8,000 | (2) 16,500 2) 16, 500 18 
Electronics engineer 0 |} 11, 000 11, 000 12, 000 34 
Electronics technicians 0}; (1) 5,000 2) 10, 500 2) 11, 500 27 
Mechanical] engineer 0 11, 000 11, 000 12, 000 34 
Machinists i 0} (2) 12,000 | (2) 12,000 2) 12. 000 36) 
Scientific assistants 0 (1) 5,000 2) 12, 000 2) 12, 000 29 
Administrative and maintenance 
salaries: 
Business and plant manager 10, 000 10, 000 11. 000 11, 000 40 
Assistant business and plant | 
manager 0 0 7. 500 7 Pry 15 
Grounds keeper | 0 6, 000 6, 000 6. 000 Is 
Electrician 0 5, 000 5. 500 6. 000 
Secretaries | 2) 6,000 (4) 12,000 4) 12,000 4) 12. Om 12 
Clerk 41, 000 4, 000 4. 500 1 UK | 
Janitor 3, 000 3, 000 3, 000 : OOM J 
Supplies, material and equipment 25, 000 35, 000 35, 000 OOK 130 
Communications (telephones, etc 3, 000 | 5, OOO 5. 000 O00 Is 
Travel 4, OM) 7, 000 8, O00 s. OM 7 
Other expenses 21, 500 57, 000 72, 500 7A, SM 29 
Total, salaries, operation and 
maintenance... 100, 000 212, 000 259, 000 267, 000 838 
Total, radio astronomy facility.) 3, 500, 000 474, 000 259, 000 267, 000 AW 
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Mr. Waterman. Dr. Tuve is here to speak specifically on this item. 

Mr. Tuomas. We are delighted to have you with us. We would 
be glad to have you enlighten us. 

Mr. Tuve. Perhaps I should qualify the witness. 

I am director of the department of terrestrial magnetism of the 
Carnegie Institution of Washington. My department is a sister lab- 
oratory to the Mount Wilson Palomar part of the Carnegie Institu- 
tion. We operate that jointly with Cal-Tech. 

Mr. Tuomas. Doctor, will you let me interrupt you? 

What facilities does the Smithsonian Institution have, if any, in 
this field? 

Mr. Tove. None in radio astronomy but they have an astrophysical 
study, which is concerned with the sun, which is worked up with Har- 

vard which has an active program on the sun, so that it can be related 
to it but it will not be an actual Smithsonian Institution item. 

We are a nongovernmental association endowed by Andrew Car- 
negie with principal offices at P Street. The president is Carry] Has- 
kins; the former president is Vannevar Bush. 

My own connection with radio and radar goes back to my youth 
but in particular to the first development of pulse radio back in 1924 
and 1925 when we initiated the pulse studies of what is now called the 
ionosphere. My connection has been with radio and electronics, in- 
cluding the proximity fuse during the war, for something like thirty- 
odd years. 

ORIGINATION OF FIELD OF RADIO ASTRONOMY 


Radio astronomy is a relatively new thing. It was discovered by « 
Bell Laboratories engineer named Car] Jansky in the middle thirties. 
He discovered a faint emission from different locations of the sky. He 
first attributed it to the Milky Way. 

Quite remarkably, he was studying the radio circuits from New Jer- 
sey to South America and he found this hiss or noise would interfere 
with it, and he found that it traveled against the clock by star time. 

In other words, star time is 4 minutes faster each day than regular 
time. That was the middle thirties and nothing much happened until 
the middle of the war, when two things happened here: A radio engi- 
neer in Chicago, Grote Reber, began to study these faint emissions at 
short wavelengths from different parts of the Milky Way and the sky, 
using a homemade dish made with essentially chicken wire on a para- 
bolic wooden frame in his back yard. It was about 35 feet in diameter. 

The other thing that happened during the war was the discovery 
of interference in operating radars in England. They thought the 
Germans were using countermeasures against them one afternoon 
when everything was thrown into confusion. It took them into the 
middle of the next day to learn that what they had observed was a 
radio noise burst from the sun. 

All thse men happened to have encountered this noise coming from 
the direction of the sun and fastened onto it. 

Nothing very active happened in this country immediately after 
the war. In australia and England, they have quite active programs 
and also now more recently in Holland, so that we are a little bit 
behind the world progress although we are not at all ashamed of it. 
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ACTIVITIES OF OTHER COUNTRIES 


It happened that some people very vitally interested in this field 
picked 1t up as part of the radio and the radar field, and went to 
nnaleal and Australia. They have been making a singular con- 
tribution to this whole new field. They have dishes which range 
from 35 feet to about 100 feet. Not all of them can be directed to 
all parts of the sky. 

They have a good many different kinds of antenna arrays spread 
out as much as a mile in each direction. They recently have obtained 
funds, in the last 2 years, from the Carnegie Corp., Rockefeller, and 
some private donors, and the Australian Government. They are just 
now in process of arranging a parabola something like 200 feet in 
diameter. 

The British have been working on construction of a large para- 
bolic antenna which will be 250 feet in diameter. They have hith- 
erto been using reflectors pointing straight up and some antenna 
arrays. 

In Holland they are using radio astronomy techniques to study 
the hydrogen distribution in our galaxy. This is a new field of 
astronomy. It’s definitely a part of astronomy, and it relates to the 
way gases and dust are tied in with the formation of new stars. It 
has not any possibility of support, I think, on the scale it is needed 
hing industry or from presently visible private sources which have 
been pushing it by way of moderate support. 

For example, in the Carnegie Institution, we have been carrying 
on a program of radio astronomy for some years, but this is again 
in the order of tens of thousands a year and not with the large 
facilities needed. 

It is related, of course, to electronics as well as astronomy. 

First, let me say, by the way, that although it is a very new area 
of astronomy, it does not take precedence over the very interesting 
developments in modern astronomy, optical astronomy, again using 
electronic means. 

It has some industrial relationships. For example, in connection 
with very low noise receivers and the detection of very faint signals. 
I will point out that the signals from these objects in the sky are quite 
faint. A very strong signal might amount to as much as one-tenth 
of the noise already present in the input tube of your receiver. When 
you turn up the gain to listen to faint stations, it hisses. 

All of radio astronomy is done with signals weaker than that input 
hiss. This is part of the technical : accomplishment in electronics that 
is necessary. It takes essentially long times of averaging to detect 
the astronomical signals, which constitute a small addition ‘to the hiss. 
This added “sky signal” is also a statistical “noise” 

So there are activities principally in Australia, E ngland, Holland, 
and Canada, not to forget France. 


ACTIVITY IN THE UNITED STATES 


In the United States we have a half dozen different places. The 
Bureau of Standards was an early participant. They have some 
things in operation out in Colorado. 

The principal programs, however, are at Harvard, the Agassig 
Observatory, about 30 miles west of Cambridge, and this rather large 
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activity at the Naval Research Laboratory here where you may have 
seen a 50-foot reflector on top of the main building. 

This has been for several years the largest working parabola in 
the world and has some very significant discoveries to its credit. 

In addition, Cal-Tech is just initiating a program using two of 
the men from Australia to build up a program which I believe is 
so far under support from Navy funds. 

This is the activity in the United States principally carried on 
with small equipments. The largest one is this 50-foot dish at NRL, 
but both Harvard and the Navy are going to have 80-foot equipments 
inside the next year. 

Mr. Tuomas. I believe your justification stated 8 or 9 of those 
dishes in this country ? 

Mr. Tuve. I would say in the world. 

Actually, it is hard to know whether you ought to count the small 
ones around 20 feet. They are almost inconsequential. In other 
words, the discovery stage is passing. They are still in use and we 
are still using one. 

We also have some expectation of a larger dish inside of a year or 
sO. 

NEED FOR BETTER EQUIPMENT 


The need for large equipments to receive this faint signal has long 
been recognized, but it has been quite a technical problem. I would 
say it is a kind of romantic thing that has intrigued engineers kind of 
as a foil to bread-and-butter work. 

How can you detect a statistical noise which is one-tenth of the 
noise of the input tube? 

Some extraordinary techniques have come out of these needs for 
astronomy. They also have immediate industrial application in the 
realm of. faint signals. But the problem when using long wave- 
lengths is to get resolvi ing power in the sky of a few minutes of are. 
To do this you have to extend your antennas over a mile and a half. 

We have a similar array up River Road here 20 miles. This is used 
for studies of point sources in the sky. Actually, a year ago it 
attracted considerable interest because we found very powerful radio 
emission from the planet Jupiter. It comes from a particular spot 
on the planet and appears each time that the planet rotates about once 
every 10 hours. 

The possibility of making very large parabolic dishes, however, 
runs finally into the strength of materials question. This is what has 
delayed them conside1 ably in England in trying to make the 250-foot 
dish. They do not yet have that ina satisf vetory state. 

We are in the midst of studies as to how large it is possible to make 
a dish. We had the Australian engineering people through our lab- 
oratory last week and had a day-long discussion with them. 

We have been very close to all these design things. They are afraid 
that you cannot make a rigid dish bigger than about 200 feet in 
diameter. We are inclined to agree that beyond that point you may 
have to adopt some compensation against gravity. 

One thing is that you cannot compensate against wind. Costs, how- 
ever, are always in the million-dollar range for these large objects. So 
far, it has been a problem of deciding how large to make the first exam- 
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ples, and then sometime in the next 5 or 10 years we will be able to 
estimate whether still larger equipment is feasible. 

Mr. Tuomas. Will the $3.5 million in that budget, plus a million 
ihat comes later, wrap it up for you completely ¢ 

Mr. Tuve. It will not wrap up the future of this science, no. 

Mr. Tuomas. I mean this particular installation ¢ 

Mr. Tuve. Yes. 


ANNUAL RECURRING COSTS 


Mr. THomas. Who is going to maintain and operate it, and after it 
isconstructed, how much will it cost to operate ¢ 

Mr. Tuve. Basic estimates look like $250,000 to $300,000 per year. 
This is one of the stumbling blocks, one of the reasons why it has not 
been brought to the National Science Foundation before. It is not 
clear yet whether funds will be available from private or State sources. 

Mr. Tuomas. Is that $250,000 purely operational costs or does it 
include maintenance ¢ 

Mr. Tuve. Maintenance, salaries of a minimum staff, and operation 
on a planned basis, and collaboration with all the universities and 
research institutes. 

Mr. THoMAs. Suppose that the National Science Foundation were 
to undertake to operate and support the facility itself; it would cost 
twice as much, would it not / 

Mr. WaterMAN. We are not permitted to operate, Mr. Chairman, 
so we would have to dispose of it somehow. 

Mr. Toomas. I understand what the existing law is. I said the law 
of today. You started off with a $15 million authorization, did you 
not ¢ 

Mr. Tuve. I do not believe that you could get the necessary active 
research men all to go in one place. I think it is essential in this quite 
fresh field to make provision for people already attached to many uni- 
versities to be able to come together and work with a given instrument, 
and then go back to their home campuses. Considerably more than 
twice this much money will be spent. 

Mr. Tuomas. Where are you going to get this money and operate 
and maintain it? It is not in the budget. 

Mr. Tuve. The maintenance money is included in these estimates 
for the first 4 or 5 years. 

Mr. Tuomas. In the $4.5 million / 

Mr. Tuve. That is correct. 

Mr. THomas. What about operation ¢ 

Mr. Tuve. Maintenance, operation, the entire thing except that it 
does not include the costs of all the collaborating people at the uni- 
versities. They will have their own needs, met in part by State and 
private funds and in part from expected grants from the Science 
Foundation. 

Mr. THomas. How much of the $4.5 million is going to be spent for 
operation and maintenance over a period of 4or5 years? What part, 
20 percent or 40 percent / 

Mr. Tuve. $3.2 million, I believe, is for construction of the facility, 
and then there is a breakdown. 

Mr. WATERMAN. 1958, $212,000; in 1959, $259,000; 1960, $257,000. 

Mr. Tuve. That is for maintenance and operation. 


72350—56—pt. 1-37 
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AMERICAN ASTRONOMICAL OBSERVATORY 


Mr. Tuomas. What about this item of $600,000 for an American 
astronomical observatory ¢ 

Mr. Tuve. There are some very active new things in optical as- 
tronomy that I happen to be very warmly interested in because we are 
closely related on our astronomy. 

I am chairman of a committee on image converters for optical tele- 
scopes. That application to modern astronomy opens up a good many 
possibilities for university people to use large instruments, and this 
looks toward the provision of a large instrument which would be avail- 
able to many qualified astronomers who at least do not have full access 
to the instrumentation they need. 

Mr. Tuomas. We have about six in the country now of some size 
and they are supported by the Rockefeller funds, State of California, 
Carnegie Institution, gift of individuals and universities, Ohio Wes- 
leyan, and the Universities of Chicago and Texas. 

The object of having this one, and it is not pointed to a specific 
problem as usually meets the particular needs of donors, but would 
be used for pure research ? 

Mr. Tove. That is right. 

I should not be usurping the position of the optical astronomer. I 
am chairman of the advisory panel for radio astronomy. 

Mr. Tuomas. You go ahead and speak on it. 

Mr. Gross. It might be fair to comment as part of the history of 
the astronomical situation that Harvard had a South African station 
which they abandoned. The history has been that it is increasingly 
difficult to get and maintain finances and help to support it. 

I know I talked to one of the men about that and they said they 
could not afford to do it. 

The general tendency has been to reduce the facilities in astronomy 
in the last 10 or 15 years and not initiate any new ones. The funds 
are not forthcoming from the universities to do it. 

Mr. Waterman. The chief reason for this, as Dr. Tuve has re- 
marked, is the need for modern methods of increasing the sensitiveness 
of observing by electronic methods, the electronic method being one 
that can make them far more sensitive than the eye alone. 

Having looked this thing over, it seems more economical, really, to 
build a new observatory. 

Mr. Tuomas. I think the Doctor made a very good case. 

Mr. Reporter, will you insert pages 68 through 74 in the record at 
this point. 

(The justification referred to follows :) 


2. American Astronomical Observatory, $600,000 


Purpose of estimate.—The estimate of $600,000 is to provide funds for plan- 
ning and design studies for an optical astronomical observatory containing an 
80-inch reflecting telescope ; for site selection and testing; and for procurement 
of a 36-inch reflecting te'escope. 

Present status of astronomical research facilities—Astronomical research 
using optical instrumentation requires large reflecting telescopes located in 
areas which provide clear seeing conditions. At the present time, there are only 
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® observatories in the country which have reflecting telescopes with mirror 
" diameter of 60 inches or greater. These are: 















! 
Size 





i Organization Location | Gated | Source of financing 
Be i ANOS NS A) AL PH alee. Runt ac rex j 
California Institute of Technology | Mount Palomar, Calif 200 Rockefeller Foundation, 
University of California -__-...-~.--- Mount Hamilton, Calif 120 | State of Caiifornia. 
Carnegie Institution. .-----.-.-.-.-- ..-| Mount Wilson, Calif__- i = \carnegie Institution. 
i Universities of Chicago and Texas Mount Locke, Tex_---- 80 | Gift from an individual 
Ohio Wel « dnc p cc wcesoenqnsces Delaware, Ohio. __---- 69 | Gifts from individuals 
Harvard University. -.......-.---.--- Oak Ridge, Mass ; | 61 | Individuals and university, 






























Need for additional facilities —With the exception of the 120-inch telescope at 
Mount Hamilton, Calif., all of the major reflecting telescopes were designed 
before 1940. As a result, there is a serious problem of obsolescence with con- 
sequent limitations upon research. It is generally agreed that it will be more 
advantageous and probably no more expensive to construct a modern telescope in 
a new location than to attempt to completely modernize the existing facilities. 
A second limitation on the effectiveness of existing observatories is the fact 
that some, for example—Mount Wilson, are located close to large cities, the 
growth of which has created sky conditions unfavorable to good observation. 
A third and equally limiting factor is that of the six major observatories, 5 are 
operated by individual institutions and are generall not available to astronomers 
from other institutions for research. As a result, a significant number of highly 
| qualified astronomers are unable to perform the research of which they are 
' capable, and students at many institutions do not have the opportunity to receive 
training in advanced techniques of astronomy. The proposed astronomical 
observatory would offset some of the above deficiencies since it would make 
available to the Nation’s astronomers an up-to-date modern facility in a location 
with optimum seeing conditions. It would also provide opportunities for student 
astronomers to receive training not otherwise available to them. 

Potential sources of support.—As indicated above, support for optical observa- 
tories has in the past been provided generally by philanthropic foundations or 
by wealthy individuals. As a practical matter these sources cannot be depended 
upon to provide funds for additional observatories. Foundations, such as 
Carnegie and Rockefeller, have over the past several years tended to decrease 
support in the physical sciences and have not made capital expenditures for 
optical astronomy. Insofar as contributions from wealthy individuals are con- 
cerned, rising construction costs and high levels of taxation make it unlikely that 
private resources can provide the necessary funds. Finally, the educational 
institutions do not have sufficient funds to finance installations of this magnitude. 

For these reasons, the Federal Government is the only realistic source for 
support of astronomy, and within the Federal Government the National Science 
Foundation, as the agency primarily responsible for basic research, is the agency 
which should provide these funds. 

Development of estimate—Various proposals regarding National Science 
Foundation support of astronomy facilities have been made, beginning with 
a recommendation of the American Astronomical Society in 1951 that the Foun- 
dation consider making grants for capital equipment. Subsequent studies of 
various ad hoc committees regarding particular problems in astronomical instru- 
mentation led directly to appointment of an Advisory Panel for a National 
Astronomical Observatory by the Foundation in January 1954 to evaluate the 
need for additional large-scale, up-to-date research facilities for optical astron- 
omy. This panel, which consisted of eminent astronomers from all over the 
country, determined that an additional optical observatory is urgently needed 
and recommended that it be constructed in the southwestern part of the United 
States where maximum year-round visibility exists. Subsequently, in tiscal year 
1956 the Foundation provided financial support to the University of Michigan to 
determine the type of facility needed; to select tentative sites; and to prepare 
estimates of minimum costs of such an observatory. The estimate of $3,700,000 
is based on actual experience in constructing the existing observatories trans- 
lated into present cost levels. Of this amount, $600,000 is requested in fiscal 
year 1957, mainly for site development, for design studies, and for procurement 
of a 36-inch telescope which will be installed almost immediately after the site 
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has been selected. The remaining funds will be required principally in 1958 for 
the construction of the 80-inch telescope, with comparatively smaller amounts 


required in 1958 through 1960 for administration and operating costs. 


down of costs is included on the following pages. 


A break- 


Summary of financial requirements, Ame~ . Astronomical Observatory, fiscal years 
1957-6 





Purpose or item 





I, SITE DEVELOPMENT 


4. Location survey: 
Astronomer (seeing studies) _- 
Assistants (2) Pot. Siienhese 
Maintenance technicians (2) -_....-..--.--- 
Local crews (6) (pe irt-time) 
Travel : ; 
Other expenses 

Construction for loc: ation survey: 

60-foot seeing towers (3) _- SB 
Fixed instrument (1) . 
12” survey tracking instruments @) 
Moving of 2 ereetor units acne aa a 
Shipping and erection of towers_. 


Subtotal, location survey - 


B. Meteorological and ce, studies: 
Physicist (half-time) - 5 
Assistant (half-time) 
Procurement of data (weather and ge- 
ology).__--- Scacace 
IE EOLA oa ce cach eckeunad 
Other expenses. pobk conn cd bshde Laat aeeret 


Subtotal, eee and eet 
survey. 


Cc. Area development: 
Land procurement (500 acres) ____-- 
On-site roads and grading (4 miles of 25- 
foot road) - __. i 
Fencing (8,000 feet cy velone fence, “2 miles 
barbed wire) __-_- : 
Water development (20,000 ‘gallons ‘per 
day use): 
Well (8-inch bore, 1,100-foot depth) 
OE ND one co 25 hh so e5c-- 
Storage reservoir ( 2,000, 000 gallons) 
Gravity storage reservoir (100,000 
ee ee eae : 
Distribution sy: eee 
Power development: 
NOD CD oo ices entemaonee® 
Diesel standby gencrator (250 kilo- 
watt), wiring controls, ete____---- 
ee ee eee 


Subtotal, area development -_ 


D. Housing development: 

Single residences (3) - ...--.---.----------- 

Duplex residences (7) - - -_- oe en eae 

Dormitory (10 persons capacity) yo ope 

Furnishings and equipment_- sbi 

Elementary school building -- 

Seeding, landscaping, grounds improv e- 
Ri So Si eee ld 


Subtotal, housing development - ----_- 


Total, site development_..__--..----. 








Requirements by fiscal years 



























































| 1957, esti- | 1958, esti- | 1959, esti- | 1960, esti- Total 
mated mated mated | mated - 
sate Ramesh net Mati scl 
$7, 000 $7, 500 0 0 $14, 500 
10, 000 10, 000 0 0 20, 000 
10, 800 10, 800 0 { 0 21, 600 
15, 000 15, 000 0 0 30, 000 
4, 000 4, 000 4 0 0 8, 000 
4, 400 4, 400 0 0 8, 800 
80, 700 0 0 | 0 80, 700 
15, 800 0 0 0 15, 800 
27, 000 0 0 0 27, 000 
12, 000 0} 0 0 12, 000 
16, 200 0 | 0 0 16, 200 
202, 900 51, 700 0 0 254, 600 
5, 000 0 0 0 5, 000 
3, 800 0 0 0 3, 800 
900 0 0 0 900 
1, 000 0 0 0 1, 000 
300 0 0 0 300 
ee eee Ee |- Ate. ees a 
11, 000 0 0 0 11, 000 
0 50, 000 0 0 50, 000 
0 90, 000 0 0 90, 000 
0 0 $40, 000 0 40, 000 
0 28, 000 0 i) 28, 000 
0 35, 000 0 0 35, 000 
0 15, 000 0 0 15, 000 
0 12, 000 0 0 12, 000 
0 10, 000 0 0 10, 000 
0 0 65, 000 0 65, 000 
0 20, 000 0 0 20, 000 
0 | 260,000 | 105, 000 0| 365,000 
0 85, 000 0 0 85, 000 
0 150, 000 0 0 150, 000 
0 50, 000 0 0 50, 000 
0 0 15, 000 0 15, 000 
0 35, 000 0 0 35, 000 
0 0 25, 000 0 25, 000 
0 320, 000 40, 000 0 360, 000 
213, 900, 631, 700 | 145, 000 | 0 | 990, 600 
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"3 Summary of financtal requirements, American Astronomical Observatory, fiscal years 
for 1957—60— Continued 

nts 4 alien sein Ses pate 

ak- 


Requirements by fiscal years 








} Purpose or item a ee ae abort re 
ny i | 1957, esti- | 1958, esti- | 1959, esti- | 1960, esti- Total 
ars | q mated mated mated mated . 
i Il. RESEARCH FACILITIES 
A. 36-inch telescope: 
: Completion of detailed design ! $3, 000 0 0 0 $3, 000 
f Drive mechanisms 5, 000 0 0 0 | 5, 000 
al é Completion of telescope construction !___| 22, 000 0 0 0 22 OOO 
4 Building of dome at final site 0 $45, 000 0 0 45, 000 
4 Movement to final site 0 0 $10, 000 0 10, 000 
j Subtotal, 36-inch telescope - 30, 000 45, 000 10, 000 0 RS, O00 
i : - 
5) B. 80-inch telescope: | 
’ 000 ¥ On-site optical grinding machine: 
600 : Engineering 5, 000 0 0 0 5, 000 
Ann Construction j 0 28, 000 0 0 28, OO) 
000 Assistant optician (temporary) 0 0 2, 000 $5, 000 7, 000 
” Bn ‘ Telescope (including mirror): | 
; RE Oa SSE ved y 83, 000 0 0 0 83, O00 
700) Construction 8&5, 000 850, 000 0 | 0 935, 000 
800) ; Telescope dome: 
000 ; Design We ose i RS | 41, 000 0 0 | 0 41, 000 
000 A Construction__.. ieee | 0 210, 000 0 | 0 210, 000 
” 200 4 Auxiliary equipment: { } 
Ay 3 Design Diitgn aoaaen ane | 16, 000 0 0 0 16, 000 
600 : Construction Fas eee ae ee 0 90, 000 0 0 90, 000 
, 3 
pepe 7 er errs 
Subtotal, 80-inch telescope “ 230,000 | 1,178, 000 2, 000 5,000 | 1, 415, 000 
, 000 : ore’ | — — — — | —— ——— —- —- 
800 : Total, research facilities. __.__- .--| 260,000 | 1, 223, 000 12, 000 5,000 | 1, 500, 000 
4 = — ———— = 
900 5 Ill, LABORATORY FACILITIES 
, 000 aa 
300 , A, Laboratory building: 
ine : Architectural and engineering design_- 35, 000 | 0 0 0 35, 000 
; Construction (200,000 cubic feet) ie 0 400, 000 0 0 400, OOO 
00 a Cio a oes ce cttceccadccscsol 0 | 0 45, 000 0 45, 000 
i Subtotal, laboratory building eae 35,000 | 400, 000 45, 000 0 480, 000 
, 000 ; = = == —SS Se 
B. Laboratory equipment: 
000 ; Office equipment (15 rooms) : ‘ 0 0 8, 500 | 0 8, SO) 
Scientific instruments.............-..... 0 | 0 35, 500 0 35, | 
00 Photographic darkroom equipment ‘ 0 0 9, 500 0 9, SOO 
Library and exhibit ae 0 0 20, 000 0 20, 000 
Shop and repair equipment: 
Mechanical equipment___.....-..---- 0 52, 800 0 0 52, 800 
000 Electronic equipment_-_-...--.----- 0 0 20, 000 0 20, 000 
, 000 Optical equipment ----- sees 0 | 32, 500 0 0 32 500 
Carrentry, plumbing, etc., equip- 
000 i ith Che ares esi ac ialen ca tases ; 0 0 4, 500 0 4, 500 
, O00 y ey ar Gems Seer Pas 
Subtotal, laboratory equipment-- 0 98, 000 0 183, 300 
, 000 , ee ad — a — =— = — |= : 
Total, laboratory facilities... _.__} 35, 000 143, 000 0 663, 300 
E O00 SS — SF = = = 
000 FF } Detailed designs and construction of telescope began with fiscal year 1956 funds 
, 000 4 
, 000 
, 000 
, 000 
, 000 
, 000 
, 000 
, O00 


, 600 
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Summary of financia! requirements, American Astronomica! Observatory, fiscal years 
1957-60— Continued 


Purpose or item 


| 


| 1957, esti- | 


Requirements by fiscal years 


1 




















1958, esti- | 1959, esti- | 
| mated mated | mated | mated 
sa ee | 
1V. ADMINISTRATION, OPERATION, AND 
MAINTENANCE | | 
A. Temporary site operations: } | | 
Development staff: | | | 
Executive secretary__...._....-.__.-_| $11, 000 | 0 | 0 0 
Engineer____-- ‘ nuded 15,000 | $15,000 | $16,000 | 0 
Expediter-engineer___.._....-_-___- 6, 500 | 7,000 7, 500 | 0 
a ante -}(2) 11,000 |(3) 18,000 |(3) 19, 500 | 0 | 
DSS oo, inca cb be eceenn 5,000 (2) 11,000 |(2) 12,000 | 0} 
Optician (part of yes ar) 0 0 3, 500 0 
iis nia is Co samenneahincadmion (2) 7,000 | 3,000 | (2) 6,500 | 0 
Observatory staff: | | 
Director ; f Atiok Sen 0| 15,000 15, 000 | 0 
Astronomer (36-inch telescope) ssa teaotes 6, 500 | 7,000 | 7,000 | 0 
Astronomer (80-inch telescope) -____- 0 | 0 | 7, 500 | 0 
Observatory mManager___.......____- 0 0 | 8, 000 0 
OE os ccnp dbmedabaaecee | 0 5,000 |(2) 11,000 | 0 
NG oe. ss BOLE 0 | 4,000 | 4, 000 0 
Buildings and grounds crew ___-______ 0} 0 | (2) 8,000 0 
Ces wets. 3, 900 | 3, 900 | 3, 900 $1, 900 
Accommodations for transients______- 1, 200 1, 200 1, 200 600 
I ne 700 | 700 | 700 400 
RS eh. a ie amen saute | 11, 100 | 11, 100 | 7, 0 
NR ee 2, 100 2,100 | 1, 400 0 
Se NNR Soo one | 10, 100 | 15, 000 19, 900 0 
pees 
Subtotal, temporary site operations_'| 91,100 | 119,000 160, 000 2, 900 
B. Final site operations: 
Development staff: 
A gh th een ah | 0 | 0 0 16, 000 
Expediter-engineer_____._...________- 0 | 0 | 0 8, 000 
I En 0 | 0 | 0 \(2) 12, 500 
IRS ns ee 0 0 | 0 \(2) 11,000 
SE ee rea 0 0 | 0 \(2) 12,000 
NI eaters re oe ac omen kr) 0 0 0 | 6, 000 
ee a ee ee 0 0 | 0 | (2) 6,500 
Buildings and grounds crew_____.._-- | 0 | 0 | 0 | (2) 8,000 
Observatory staff: | | 
eee ss ho Soe 0 0 | 0 16, 000 
Astronomer (36-inch telescope) ---| 0 | 0 0 | 7, 500 
Astronomer (80-inch telescope) - - - 0 | 0 | 0 8, 000 
Observatory manager. --..._..._- 0 | 0 0 8, 500 
Electronics technician_________- 4 0 0 0 6, 500 
DE MPIONE .noncc one co tencs ne 0 | 0 | 0 6, 000 
aerobatic cn conde 0 | 0 | 0 | (2) 7,000 
Buildings and grounds crew_--__-- | 0} 0 0 | (3)11,000 
| | See eae | 0 | 0 | 0 7, 400 
TOME Ss iseucdannseenccct cen 0 0 | 0 1, 400 
Other expenses. _.........-------- | 0 | 0 0 13, 800 
| 1 
Subtotal, final site operations.__| 0 0 0 73, 100 
Total, administration, opera- | | 
tion and maintenance... _.- | 91,100 | 119,000 | 160,000 __ 160,000 | 176,000 176, 000 | 
Total, American Astronomical | 
|, a a 600, 000 | 2, 459, 000 460, 000 181, 000 
| 














1960, esti- | 





Total 


$11, 000 
46, 000 
21, 000 
48, 500 
28, 000 

3, 500 
16, 500 


30, 000 
20, 500 
7, 500 
8, 000 
16, 000 
8, 000 
8, 000 
13, 600 
4, 200 
2, 500 
29, 600 
5, 600 
45, 000 





373, 000 


16, 000 
8, 000 
12, 500 
11, 000 
12,000 
6, 000 
6, 500 
8, 000 


16, 000 
7, 500 
8, 000 
8, 500 
6, 500 
6, 000 
7, 000 

11, 000 
7, 400 
1, 400 

13, 800 


173, m0 
, A 0 100 


3, 700, 000 


Mr. Tuve. Pages 66 and 67 are examples of the type of budgeting. 
It will require some modification, the division between these different 
items of maintenance and operation. 


Mr. Tuomas. We understand 


that. 


Thank y 


you. 


Mr. Yates. How do you know that dea comes from Jupiter / 
Can you trace them directly ? 
Mr. Tuve. Yes; this particular thing is made in the form of a cross. 
I have a picture of it. 
Mr. Yates. Do you mean you take bearings? 
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Mr. Tuve. The antenna array points in one direction in the sky; 
the beam has a diameter of one and a half degrees in the sky. It is 
calibrated against the too strong sources in the sky. It turned out 
that they were getting interference. 

This is a bit amusing, so I will go into it. 

Actually, every night about 11:30 o’clock, along about Christmas- 
time they were having interference. Apparently some farm boy was 
coming home each night and had bad spark plugs which were causing 
interference. Then he came home earlier and pretty soon they noticed 
he was coming home by sidereal time, and nobody makes love by 
sidereal time. 

It went along with sidereal time and then deviated from it. This 
meant it was one of the planets. There were two planets kind of 
in the beam, one of them was Uranus and the other was Jupiter. 

It took about 5 months to realize that what they were seeing was 
enormous thunderstorms, Zeus’ thunderbolts, in other words. 

Mr. Yates. I was wondering whether it was a foreign language 
program. 

UNIVERSITY NUCLEAR REACTORS 


Mr. Tuomas. Mr. Reporter, with reference to the university nuclear 
reactors, insert pages 75 and 76. 
(The justification referred to follows :) 


3. University Nuclear Reactors, $1,100,000 

Purpose of estimate.—The estimate of $1,100,000 is to provide half of the funds 
required for the construction of three nuclear reactor facilities at universities. 
The balance of the funds required will be obtained by cooperating universities 
from other sources, 

Need for research reactors,—In order to fully exploit the potential of nuclear 
energy for constructive purposes, much basic research must be performed and 
additional scientists must be trained in the use of devices for producing complex 
nuclear reactions. One of the principal devices for studying nuclear processes is 
the nuclear reactor, designed principally for production of atomic power, but 
which also. makes neutrons and radioactive isotopes available for experimental 
research use. 

At the present time, only two American universities, Pennsylvania State Univer- 
sity and North Carolina State College, have nuclear reactors which are available 
for performance of basic research, with a third presently under construction at 
the University of Michigan. Considering the importance of basic nuclear research 
to the future of the Nation, it is essential that a greater number of universities be 
equipped with reactors which will be available for research and for training 
younger scientists in the techniques of basic nuclear research. 

Within the past year, the Foundation has received requests from eight institu- 
tions for assistance in the construction and operation of research reactors. In 
addition, 11 universities are known to have established committees to study the 
desirability of research reactors at their institutions, but have not as yet 
requested Foundation support. 

Potential sources of support for reactor facilities —There is no appreciable 
history of support for university nuclear reactors because of the small number 
involved and the recency of reactor development. Most of the institutions which 
contemplate setting up reactor facilities plan to solicit partial support from 
industrial and private sources. There is little likelihood, however, that these 
sources alone will be adequate, and without doubt support from the Federal 
Government will be required. Even if complete funding could be obtained from 
industrial sources, facilities constructed with such funds would be principally 
utilized for applied or developmental work of interest to the supporting industry 
and would have limited availability for basic research. 

In fiscal year 1957 the Foundation proposes a program of supplemental support 
to institutions for the construction of reactor facilities. It is decidedly ad- 
vantageous to the welfare of the Nation that a minimum of three additional 
universities be provided with nuclear research reactors with one-half of the 
support being provided by the Federal Government. 
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Development of estimate—The National Science Foundation bagan study of 
the desirability of a reactor program following the 1954 meeting of the Subcom- 
mittee on Unclassified Research Reactors (National Research Council) at which 
university needs were expressed by representatives of some 51 academic institu- 
tions, and following announcement by the Atomic Energy Commission of will- 
ingness to loan fuel for university research reactors. Conclusions of the 
National Science Foundation staff, based upon their own studies and upon 
discussions of the subcommittee, were given further appraisal by the National 
Science Foundation Divisional Committee for the Mathematical, Physical, and 
Engineering Sciences, the Advisory Panels for Physics and Engineering, and 
the National Science Board, before inclusion of estimates in the 1957 budget 
for a university reactor program. The 1957 budget plans have also been 
discussed with representatives of the Atomic Energy Commission and have 
heen endorsed by the National Research Council’s Subcommittee on Unclassified 
Research Reactors. 

Mr. Tuomas. You have an estimate of $1,100,000 to provide half of 
the funds required for the construction of three nuclear reactor facili- 
ties at universities. The balance of the funds required will be ob- 
tained by cooperating universities from other sources. 

This is for only three reactors ? 

Mr. Waterman. That is right. 

Mr. Tuomas. Tell us about it. 

Mr. WarerMAN. At the present time there are only two univer- 
sities that have these reactors. 

Mr. Tromas. Pennsylvania and North Carolina ¢ 

Mr. WarerMan. That is right, sir. 

With the growth of interest in nuclear energy and with industry 
getting into peaceful uses 

Mr. Tuomas. This is valuable, Doctor, but you know you cannot 

take Federal funds and give two institutions the benefit of them and 
exclude the rest. If you start out with 2, you are going to have in 
2 days’ or 2 weeks’ time requests for 100 or ‘150. 

Mr. Warerman. This plan has been worked out between us and 
the Atomic Energy Commission. They are providing nuclear re- 
actors for training purposes and we are providing them for research 
purposes. There will be a greater demand for these for training pur- 
poses than for research. 

If we enter this field and take those proposed 

Mr. Tuomas. The Atomic Energy Commission has been giving these 
reactors for 3 years ¢ 

Mr. WarerMAN. No, sir; they provide only the fuel. 

Mr. Tuomas. Do they have the program now for giving them to the 
university ? 

Mr. WaterMaAN. It is our understanding they would do it for train- 
ing purposes. 

Mr. Tuomas. The feed material, too? 

Mr. Waterman. That is correct. 

Mr. Tuomas. The point is this: As I see it, this committee has 
worked with the Atomic Energy Commission ever since its origination. 
Certainly, if you are going to get this information disseminated into 
the hands of industry : and the public generally, you are going to have 
to go to the universities and the universities do not have e any money 
to buy them, so you are going to have to make this available to the 
universities for research testing and training and you are going to have 
togiveittothem. Be practical about it. 
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If you are going to take only one-half the program, what is the 
purpose of your part of the program ¢ 
Mr. WarerMan. Research purposes. 

4 Mr. Tuomas. What is going to be the purpose of the Atomic Energy 
Commission ¢ 

Mr. WarerMAN. For training purposes. 

Mr. Tuomas. Are their reactors going to be the same size and type 
and kind of reactors that you have / 

Mr. Waterman. For training purposes, they can be a great deal 
» simpler and adapted to the size of the institution and depending on 
whether this is to be training with graduates or undergraduate 

students. 
Mr. THomas. Training for what purpose? 
Mr. Waterman. To have a background primarily in most cases 
| for nuclear engineering, but this could also be for research at a later 
stage of their training in connection with reactors. 

{ Mr. Txoatas. So if X University wants a reactor for training pur- 
; poses, it better get in touch with Atomic Energy Commission. If 
; they want one for pure research, they had better get in touch with the 
| Science Foundation. You will have a lot of requests and this $1,- 
+ 100,000 will not get the job done. 
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NUMBER OF REQUESTS RECEIVED FOR REACTORS 






How many requests have you had? You are setting it up here for 


two schools? 






‘ Mr. WaterMaNn. We had eight requests. sien 
; Mr. Tuomas (reading) : ow 






Within the past year, the Foundation has received requests from eight in- 
stitutions for assistance in the construction and operation of research reactors. 
In addition, 11 universities are known to have established committees to study 
the desirability of research reactors at their institutions, but have not as yet 
requested Foundation support. 








Mr. Waterman. That is right. 

Mr. Tuomas. What is this going to cost you per copy ? 

Mr, Waterman. It depends on the size, strength, and many other 
factors 

There is an opportunity here for the universities to raise funds 
more than there is in astronomy. 

Mr. Tuomas. Why is the Atomic Energy Commission re linquishing 
half of its jurisdiction, which they have so zealously guarded in the 
past ¢ 

How much is this going to cost? 

Mr. Warerman. This depends on the development of the art of 
course, the reactor art in the country. 

Mr. Tomas. Did you call it an art? 

Mr. Warerman. Art as well as a science. 

The reactor, when used for research, can be used for quite unclassi- 
tied work in nuclear physics and other fields. 

Mr. Tomas. If this thing is going to come into broad general use, 
the Atomic Energy Commission is going to have to forget that word 

“classified.” It cannot be classified and let John Q. Public get the 
benefit. 
Mr. Waterman. We would not expect this to be classified. 















584 


Mr. Tuomas. How much will this cost? Is it something that will 
cost $100,000,000 before you get through with it? 

Mr. Warerman. The feeling is that when it comes to academic re- 
search, this is a matter for the Foundation to assist in carrying on. 

Mr. Tuomas. But it would still be with Atomic Energy Commis- 
sion, and they have exclusive jurisdiction over that subject matter, 
so why the generosity on their part? 

Of course, this is done with their permission and approval, and it 
is unclassified. 

Did they give you any funds to do this job with? 

Mr. WarerMAN. They have not but they have endorsed our pro- 
gram. 

The expectation was that we will put this in our budget. 

Mr. Tuomas. What do you think this is going to cost you when 
you get started on it? 

If it takes $1.1 million to start the program with 3 reactors, what 
do you get for total costs? Where did you get this figure of $1.1 
million ? 

Mr. Waterman. These 3 would cost roughly $750,000 each, and the 
Foundation would supply half of the required funding. If the pro- 
gram should continue, it would multiply in accordance with the num- 
ber in demand. 

Mr. Tuomas. If you start something, you want to know what it is 
all about and where it is going to lead you. 

Where did you get your figure of $750,000? 

Mr. WaterMANn. We get this from our physics people and the 
Atomic Energy Commission. 

Mr. Tuomas. They are the experts, and they ought to be able to give 
it to you pretty accurately. 

Mr. Waterman. Yes. 

Mr. Gross. This is probably realistic for this kind of level. 

Mr. Tuomas. What does it cost in the Pennsylvania and North 
Carolina schools to operate those reactors on an annual basis? 

Mr. Gross. About $300,000 in North Carolina, but I know they are 
in trouble. 

Mr. Tuomas. With maintenance and operation money ? 

Mr. Gross, Yes. 

Mr. Tuomas. And they expended their own $750,000 to construct 
this? 

Mr. Gross. It isa small one and did not cost that much. 

Mr. Tuomas. Obsolete now, I guess. 

Mr. Gross. [ would not think it would be for training of under- 
graduate engineers; that is one of the problems that Mr. Strauss was 
emphasizing—the need for 2,000, I believe, people of the background 
of this type. 

One trouble with the nuclear thing that you put your finger on is 
that so much of it is inside the gates and very few people outside have 
been dealing with it. 

Mr. Tuomas. The basic principles of nuclear energy are pretty well 
known. 

As a matter of fact, they came from Germany in the first place, did 
they not? 

Mr. Gross. Yes. 


Sides 


Seas 
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Mr. Tuomas. Fermi brought it from Italy, so we are far from 
having a monopoly, and we have everything all classified. They send 
classified papers over here by truckloads, and the next day you would 
read about it in the newspaper, or even the day before the data got 
here. 

Mr. Yares. Usually taken from the Encyclopedia Brittanica. 

Mr. Tuomas. Do you think you ought to take this problem here, 
gentlemen, without knowing so much about it ? 

I think it has to come, it is valuable, but I think our friends over 
on the other end of the street will have something to say about this, 
and your problem is that maybe you are not adapted to handle it, and 
my guess is as good as theirs, and the total cost of this program will 
Le $100 million. If it is inexpensive and feasible they would handle 
it themselves. Giving it to you, it is going to cost some money, you 
can bet your bottom dollar. 

Before you are through, $100 million might be a modest guess. 

Mr. Yares. Was there a corresponding reduction in their budget / 

Mr. WarerMAN. They are not planning, so far as I know, for this 
type of support. 

Mr. Bronk. Having been associated with the Atomic Energy Com- 
mission for a long time, I think it is fair to say that this is going to 
have the advantage to which you alluded, that it is going to make 
possible the development of some research in this area in the non- 
classified field in such a way that we start opening up the doors 
with regard to the training of individuals and the getting of informa- 
tion that is necessary for the industrial development of nuclear power. 

Mr. Tuomas. I think our friend Admiral Strauss has been sort of 
plugging for that viewpoint, too. Of course, the act they have op- 
erated under, until the change last year, was pretty tight about giving 
out information of any type, but I think it has loosened up, and he 
has taken a more or less liberal attitude. 

Mr. Bronk. Outside the classified area, the support of these facili- 
ties will have the definite value of indicating that they can be used 
for the development of basic knowledge. 

Mr. Tuomas. Did the Science Foundation ask for this or was it just 
given to you? 

Mr. Waterman. It was started, Mr. Chairman, from the fact that 
we found a great interest on the part of universities, and also on the 
part of industries to get training established. So originally, when we 
found the Atomic Energy Commission was not going into this field, 
we decided that we would go ahead, with their approval. 

Later, they decided to come into the training side, and this led to 
our agreement with the AEC that we would take on the research 
reactors and they the training. 


UNIVERSITY COMPUTER FACILITIES 


Mr. ‘Tuomas. Give us a little idea about this university computer 
facility, please. 
Mr. Reporter, insert pages (7 and 78. 


(The justification referred to follows :) 
}. University computer facilities, $800,000 


Purpose of estimate——The estimate of $800,000 is to provide approximately 
two-thirds of the estimated cost of a large and 2 small electronic digital com- 
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puters. The balance of the funds required will be obtained by cooperating 
universities from other sources. 

Need for computer facilities—During the last decade, the development of 
high-speed electronic Cemputers has had a significant impact upon research 
in all of the sciences, and holds tremendous potential for further advances. 
Complicated problems once considered unsolvable because of the time and 
effort required for their solution can now be solved in a matter of minutes or 
hours, compared with the days, months, or even a lifetime which would be 
required using hand-computation or electromechanical calculators. The avail- 
ability of electronic computers will, therefore, substantiaHy increase the re- 
search productivity of those scientists who are fortunate enough to have such 
computers at their disposal. If this potential for increased productivity is to be 
realized, Computation facilities must be made available to our universities, both 
for the performance of calculations bearing upon research and for training at 
the university level the large number of personnel who will be increasingly in 
demand in universities, industry and Governinent. 

Present status of wuniversity-computing facilities —According to a _ recent 
survey, there are presently only 22 electronic computers in American univer- 
sities, and of these not more than 6 are available to any great extent for basic 
research and training. The remaining 16 are used chiefly for the solution of 
problems related to applied research and development. There is some evidence 
that the two major industrial concerns which manufacture very large electronic 
computers plan to contribute large machines to selected universities to be used 
principally for training scientists and technicians. For example, the Sperry- 
Rand Corp. has been negotiating for several months with the University of 
Pennsylvania on a plan whereby a large computer would be installed at that 
university without cost to the institution except for maintenance and operation. 
The IBM Corp. has recently completed negotiation with the Massachusetts 
Institute of Technology for the installation of one large IBM machine at that 
institution which will be used to a considerable extent for the solution of 
problems of interest to the IBM Corporation. In addition, the Georgia Insti- 
tute of Technology, with support from local industry, has installed a major 
electronic computer within the past few months. The primary use of this 
equipment will be to assist local industry on problems of interest to them. 
Aside from these thré® instances, the foundation does not presently know of 
any other plans for the installation of large-scale electronic computing facilities 
at universities. 

The need for computing facilities for basic research and training far exceeds 
the small number now in existence or definitely contemplated for the future. 
Within the past year, the Foundation has been approached by 19 institutions, 
both on a formal and an informal basis, with requests for support of such 
facilities. 

Development of estimate.—In order to help alleviate the need for computing 
facilities, the Foundation proposes that $800,000 be made available for this 
purpose in fisca) year 1957. This estimate is based on the assumption that the 
Foundation will provide approximately one-third of the support for the pro 
curement of 1 large and 2 small electronic computers. 

In developing a program for the support of computers, the Foundation has 
utilized the services of the foremost scientists in this field. In calendar year 
1955 the Foundation appointed a regular advisory panel on university-comput- 
ing facilities under the chairmanship of Dr. John von Neumann, Commissioner, 
Atomic Energy Commission. This panel strongly recommended that the Foun- 
dation provide support for university-computing facilities. The recommenda- 
tions of the panel were reviewed by the staff of the National Science Founda- 
tion, the Divisional Committee for the Mathematical, Physical and Engineering 
Sciences, and the National Science Board. In addition, the Atomic Energy 
Commission has officially endorsed the Foundation’s plans for the support of 
computing facilities. 

Mr. Waterman. This is to provide for about two-thirds of the 
estimated cost of 1 large and 2 small electronic computers. The fact 
is that, whereas now there are very many of these computers financed 
by the Government and financed by industry, the number of universi- 
ties that find them available for research use Is very small, some half- 
dozen, and even then, because of financing by industry and say 
defense? 
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Mr. Tuomas. Are these junior size Univaes ¢ 

Mr. Warerman. Big ones, many of them. | 

What the universities feel very strongly, and everyone else too, is 
that the universities’ faculties, their scientists that can use the com- 
putors badly, need these to open up research. . 

Mr. Tuomas. How many are you going to buy with this $800,000 

Mr. Waterman. It would mean 1 large and 2 small. 

Mr, Tuomas. Where will you put them ¢ 

Mr. Waterman. We expect to get the requests. 

Mr. Tuomas. How many applications do you have? Are you go 
ing to let them pay for one-half, two-thirds, or what ¢ 

Mr. Warerman. Two requests at the moment, but we have some 
13 or 14 preliminary inquiries here. These are things that one does 
not like to start in on wholesale, but rather slowly to make sure they 
are put to good use. 


Mr. Tuomas. Awfully easy to buy but hard to unload after you have 
them on your hands. 

Mr. Yates. Once you install them, can you take them apart and 
install them somewhere else ? 

Mr. WarermMan. If necessary, but once they get to a place, there 
is sure to be plenty of use. 

Mr. Yates. These are not very portable? 

Mr. Waterman. They could be taken apart and reassembled. It is 
hardly worth it since they are in so much demand where they are. 


BIOLOGICAL RESEARCH FACILITIES 


Mr. Tuomas. Mr, Reporter, insert pages 79 and 80, biological re- 
search facilities. 

(The justification referred to follows:) 
5. Biological research facilities, $1 million. 


Purpose of estimate.—The estimate of $1 million is to provide partial support 
for the maintenance and operation of biological research facilities such as desert, 
Arctic, and marine laboratories. 

Need for support of biological research facilities —Biological field stations, 
where the influence of different climatic and other environmental processes upon 
development of life forms may be more effectively studied under natural eondi- 
tions, have contributed significantly to the advancement of the biological sciences. 
The effectiveness of a single station may be exemplified by citing the Marine 
Biological Laboratory at Woods Hole, Mass., which is a center for advanced 
biological studies, Over the years, several thousand graduate students and many 
experienced scientists have taken courses and/or carried on research there. 
Thousands of research projects utilizing local flora and fauna have been con- 
ducted at the Woods Hole station, many of which have produced significant 
results not only in biology but also in related fields. For example, results of 
studies of the brain and nervous system of the aquid have led to the present 
stage of development in the field of neurophysiology, and to a better under- 
standing of how the polio virus reacts upon nervous tissue. As a direet result 
have come better techniques for rehabilitation of polio victims, and the use of 
tissue culture techniques for the development of the Salk vaccine. In addition, 
this station has also provided the opportunity for biologists from all areas of 
this country, and many parts of the world to meet and discuss research prob- 
lems, thus contributing to more rapid advances in the biological sciences. 

There are presently in the Western Hemisphere 54 biological field stations in 
unique habitats—desert, Arctic, marine, and fresh water—which provide abund- 
ance and variety of biological forms readily available for basic research. Many 
of these biological field stations (including Woods Hole) are, however, operating 
at far less than optimum capacity, and in many instanees are actually falling 
into an acute state of disrepair because of lack of adequate financial support. 
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If these stations are to function with maximum effectiveness in their research 
and training missions, adequate support must be provided. 

Sources of support for biological research facilities —By and large, the initial 
financing for the existing biological stations came from private foundations, 
individual donors, academic institutions, and the Federal Government. In re- 
cent years, the non-Government sources of funds have been diminishing because : 
(a) Foundations have tended to shift much of their support activities away 
from physical plant construction and operation; (0) the present level of taxa- 
tion has resulted in reducing the number of wealthy individuals who are willing 
and able to provide substantial contributions; (¢) income from endowments 
for the support of biological stations has not increased sufficiently to keep pace 
with rising maintenance and operations costs; and, (d) academic institutions 
faced with rising enrollments and increased costs are forced to decrease support 
of oiie aiupus facilities. 

The majority of the field stations have exerted considerable effort to obtain 
funds from non-Government sources. These efforts have been generally unsuc- 
cessful and it is not likely that this situation will be changed appreciably within 
the near future. As a result, the institutions concerned have been forced to 
turn to the National Science Foundation for necessary funds. At the present 
time, the Foundation has on hand, or anticipates to receive before the end of 
tiscal year 1957, requests from 26 stations for a total of $1,775,000. 

In addition to these requests, the Foundation has also been solicited to support 
establishment of a controlled environment laboratory (phytotron). <A facility 
of this tvpe which permits artificial control of environmental factors such as 
light, temperature, humidity, gas content of air, and pressure is urgently needed 
in the eastern part of the United States. A similar facility is presently avail- 
able at the California Institute of Technology, but because of distance and be- 
cause of the demand for its use by scientists in the western portion of the United 
States, eastern biologists are generally unable to perform research at this 
laboratory. 

Development of estimate.—The numerous requests received by the Foundation 
for assistance in providing needed equipment, renovation or construction of 
necessiry structures, and costs of operation were considered objectively by the 
staff of the National Science Foundation, by a committee of eminent biologists 
not directly involved in the operation or administration of field stations, by 
the Divisional Commitee for Biological and Medical Sciences, and by the National 
Science Board. All have concurred that support for these facilities is critical 
and recommended that the National Science Foundation seek funds for this 
purpose. In this regard, Dr. E. G. Butler, of Princeton University, a member of 
the Advisory Committee on Biological Field Facilities to the American Institute 
of Biological Sciences, stated with the concurrence of the committee at a recent 
meeting that: The National Science Foundation will eventually be the sole 
agency that biological stations will be able to approach for support. The 
Foundation has a special task and a unique function to perform in this area. 

The total request for support of facilities, including a phytotron, will he 
approximately $2,250,000 in fiscal year 1957. In order to provide sufficient 
funds to support the facilities most urgently in need, the Foundation proposes 
that $1 million (or less than half of the amount which could be used) be made 
available for this type of support. A $1 million program would permit minimum 
support of the most critical requests. 


GRANTS FOR TRAINING OF SCIENTIFIC MANPOWER 


Mr. Tuomas. Let us look at “Grants for training scientific man- 
power,” on page §1. 

Mr. Waterman. Mr. Chairman, if there are no further questions 
that you would like to ask of Dr. Tuve, perhaps he could be excused ? 

Mr. Tomas. Doctor, you have been awfully nice to come over here 
and we thank you very much for coming, and hope you will come again. 

Mr. Tuve. Thank you. 

Mr. Tuomas. You have been very helpful in coming and giving 
us the benefit of your knowledge. 

Mr. Tove. Thank you. 

Mr. Tuomas. You are spending $3, 265 000 for graduate fellowships, 
which is an increase of $1,115,000 over last year, and then we get back 
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to the high school! and other programs. We have discussed it and if 
you do not mind, let us put it in the record and we all know what 
it is all about. 
Mr. Reporter, insert page 82 and the top of page 83 in the record. 
(The justification referred to follows:) 


2 (C) GRAN IS FOR TRAINING OF SCIENTIFIC MANPOWER 


The gravity of this country’s actual and potential shortage of scientific man- 
power can scarcely be exaggerated, Our national effort to maintain a high level 
of economy while at the same time maintaining a strong Military Establishment 
has created a demand for scientific manpower which is not now being met, and 
which cannot be met without specific attention to what must be considered a 
iong-range problem. The seriousness of these shortages has been stressed by 
Lewis L. Strauss, Chairman, Atomic Energy Commission, who said recently: 

“In 5 years our lead (over Russia) in the training of scientists and engineers 
may be wiped out, and in 10 years we could be hopelessly outstepped. Unless 
mmuediate steps are taken to correct it, a situation, already dangerous, within 
less than a decade could become disastrous.” 

To offset this dangerous trend in our scientific manpower situation a program 
must be developed and supported that will permit our democratic educational 
process to increase our scientific manpower supply both in quality and in 
numbers. The Foundation’s training of scientific manpower function is designed 
to help with this problem, and to increase the number and quality of scientists 
and engineers now and in the future, through its graduate fellowship program 
and its education in the sciences program. The justification for these programs 
s described in detail in the following sections. 


|, Graduate fellowship programs, $3,265,000 

Only a small fraction of those college graduates capable of carrying on ad- 
vanced study pursue graduate training and secure doctoral degrees. The result- 
ant loss to the Nation, in terms of undeveloped skills, is incalculable since it is 
from the ranks of advanced students that the successful research scientists 
and the college teachers of tomorrow are drawn. If we are to encourage a larger 
number of these high ability students to pursue further education, we must be 
prepared to provide the financial support that will permit them to continue their 
studies. 

Program objective 

The objective of the Foundation’s graduate fellowship program is to in- 
crease the number and quality of scientists by providing: 

(1) Predoctoral graduate fellowships for the most promising students to en- 
able them to undertake graduate training on a full-time basis; 

(2) Postdoctoral fellowships for science graduates who have demonstrated 
unusual promise to enable them to strengthen and round out their training; 
and 

(3) College faculty fellowships for promising college science teachers to enable 
them to augment and update their science training. 


PREDOCTORAL FELLOWSHIP PROGRAMS 


Mr. Tiomas. Mr. Reporter, insert the table on the top of page 84. 
(The justification referred to follows :) 


For fiscal year 1957 the proposed pattern of distribution of predoctoral fellow 
ships is as follows: 


Cost per 
fellow 
svVerage 


Number of 
fellowships 


Ist year - i5 $2, 070 $545, 000 
intermediate year. 3! 2 Fw) 775, 000 
1 

erminal year 35 2, 730 645, 000 


Total ) 1, 965, 000 
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Mr. Tuomas. The first year level, 265, intermediate year, 310, and 
the terminal year, 235, for a total of 810 fellows, with a cost for the 
whole program, $1,965,000. 

How many schools are they going to; does anybody recall just 
offhand ? 

Mr. Key. I can put that in the record. 

(The information requested may be found on p. 533.) 

Mr. Tuomas. Is the Princeton group still selecting them through 
examination ¢ 

Mr. Waterman. The National Academy of Sciences—Research 
Council handles the screening. The tests are devised by the testing 
service of Princeton. 


POSTDOCTORAL FELLOWSHIP PROGRAM 


Mr. Tnromas. Insert page 85 in the record, postdoctoral fellow- 
ships, 175, which will cost you $800,000. The money is well spent. 

Mr. Reporter, we will insert that table. 

(The justification referred to follows :) 


The proposed distribution of postdoctoral fellowships for fiscal year 1957 is 
as follows: 


Number of Cost per 





Program ; eta fellow Amount 
fellowships (average) 
Regular postdoctoral fellowships... -.-........----------------- 120 $4, 180 $500, 000 
EE NEOOUET SONU UNIIS. So ono wh ca ckccepseenucuecer 55 5, 500 
WN nsx... cecxcrucassbecncenseenschomaeruessantee ve WE Nihesictscomantt, 800, 000 


COLLEGE FACULTY FELLOWSHIP PROGRAM 


Mr. Tuomas. Then you say: 


To provide for this anticipated increase of 50 percent in college enrollinents, 
we will need a minimum of 50 percent more college science teachers in 1965 than 
we have today, even to maintain the standards of present-day instruction. How- 
ever, to improve the teaching of science in our institutions, we will need not 
only more, but better instruction. Success in the undergraduate education of 
scientists, mathematicians and engineers is predominantly dependent upon teach- 
er quality. Therefore, the quality of our science teachers is crucial, for it is the 
teacher who creates the conditions which may either stimulate or deaden a 
student’s latent interests and abilities. 


I do not think anybody can quibble with you on that point. 
Mr. Reporter, let us put pages 86, 87, and 88 in the record. 
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(The justification referred to follows :) 


College faculty fellowship program 

As indicated in the table immediately below, there are now approximately 
© 5 million college students in the United States, with anicipated 1965 enrollments 
rising to 3.7 million, an increase of approximately 50 percent. This trend is il- 
instrated in the following table: 


Projected regular session enrollment 


Academie year: Number 
TO state aoe i a a Oa ae i tae oe Fae oat ‘ 2 533, 000 
EE econ a tc a areas wee ‘ __. 2, 754, 000 
1959 , ; iia tas 2, 910, 000 
Ss sos Sark nnie 8, 126, 000 
aris earn sae. . . : , 177, 000 
1965 3, 688, 000 


To provide for this anticipated increase of 50 percent in college enrollments, 
we will need a minimum of 50 percent more college science teachers in 1965 than 
we have today, even to maintain the standards of present-day instruction. How- 
ever, to improve the teaching of science in our institutions, we will need not 
only more, but better instruction. Success in the undergraduate education of 
svientists, mathematicians and engineers is predominantly dependent upon teach- 
er quality. Therefore, the quality of our science teachers is crucial: for it is 
the teacher who creates the conditions which may either stimulate or deaden a 
student’s latent interests and abilities. 

Improvements in the quality of college science teaching can be facilitated by 
providing opportunities for selected faculty members to secure additional train 
ing. In our colleges and universities today there are many science teachers 
who need additional training in order to utilize their capabilities to the fullest. 
These teachers are classified in two major groups : 

1. Those faculty members who were drawn into teaching before they had 
fully completed their training. Although some individuals are able to do an 
adequate or even a superior job of teaching at the undergraduate level without 
having completed any considerable amount of graduate study, the nature of 
science today makes it mandatory that science teachers in college carry on their 
studies beyond the baccalaureate degree, generally to the level of the doctoral 
degree. Nevertheless, most of the colleges in the United States have on their 
faculties teachers who have earned no more than the baccalaureate degree. 
Most of these individuals realize their need for more training in their specialized 
fields ; 

2. The second major group of teachers in need of more training is comprised 
of those faculty members who—although their original training was adequate 
have been teaching for a number of years without a break, with little oppor- 
tunity to keep up with the latest developments in their respective fields. Such 
teachers cannot be as effective as they might and should be. A period of re- 
fresher training in a university situation where the latest findings in science 
are under continual discussion can serve to broaden the outlook and the teaching 
capabilities of such an individual. 

These considerations have led the Foundation to propose a program of fellow- 
ship awards to college teachers of science. This program will help to improve 
standards of college-level science instruction by providing teachers of science 
with opportunities for advanced study and for pursuing courses that will pro- 
vide them with a better understanding and knowledge of their resnective fields 
of science ; and will also assist in focusing greater attention on the crucial impor- 
tance of these faculty members, concerned primarily with instruction, in increas- 
ing our scientific manpower supply. The program for fiscal year 1957 contem- 
plates the award of 90 fellowships at an average of $50,500 each for a total of 
$500,000. 
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Wethod of selecting fellows 

National Science Foundation fellows are selected, according to statutory re- 
quirements, solely on the basis of ability. Each applicant’s ability is judged 
by a panel of experts in the applicant’s field of study on the basis of (1) test 
scores on standardized tests of verbal ability, quantitative ability, and scientific 
knowledge in his chosen field; (2) previous scholastic record; and (3) confi- 
dential evaluation reports of faculty advisers. As a result of this selection 
procedure, generally regarded as the most effective yet devised, the Foundation 
has been able to identify and support individuals of extraordinarily high scien- 
tific potential. It is probable that, according to the present means of recognizing 
and measuring superior ability, Foundation fellows are drawn from among the 
upper 5 pereent of the Nation’s graduate students. 


NATIONAL ScreENCE FouNDATION FELLOWSHIP PROGRAM 


Applications received and fellowship grants made by field of science, academic year 
1955-56 (fiscal! year 1955) 














| Ls | 
Mo : | Fellowship 
Field | Applications grants 
see bei sentencing caging cia i ESR aera ile — | 
Life sciences: | 
I a icra nen teen betas men ke si i celindtin dniy eade sir déeesh 51 | 12 
NTT ee eas nap aacaeanoina etait 35 | 6 
Biochemistry ___.__- Me ee i cce tte teeackawsne eetcelavabeanmenia | 73 32 
Biophysics Peehittiolig. ast dis suuidas dectdbest, chines bbakddi de sth i.e 32 | 9 
ical aac eenn see ndeencncwimihhn wen cine peat hace ieiiekinad Ane 93 | 17 
General biology : a es ee ee ae one ede 15 3 
Ge 28a ee ictcws eden. janwael x2 Sa -| 50 u 
DE EIOONES 05 Sd ck ce dikecacwsingscak Dbeeoen jcalen leaidt 82 12 
OS SEITE! a a a aE ali oo 119 22 
a a ars oe isesiih ace eaeinn ee ES nee 155 | 29 
a Sib cath Liwcdstecksseuuslsenesodidcsas a : 250 51 
pth neneraesqyeaeepppthacisecigdnnenniggioc 
I + sss pee unsibndainreinina ue cumitednaen 1, 055 | 202 
Physical sciences: | y 
DN as £5 bcis dh pusleddenetebhh eases ob ée she bensiess~ schedepnceéshnes 26 ll 
a ai it 761 177 
ee Sa en a named ane mmadeae eee eee 140 | 28 
ammennnts 3 Se SSS ik oS eae lie A aa 430 | 91 
NG sd othsc dl. cgth ete dtdddsdéngésbe ctshbgnepndhadvades odeies 274 | 62 
Physics a a ll le i ce tee | 700 | 151 
ee en ne Waa ip aacddbbuammpcnedwetnpaan 3 0 
ene) EE CIO os stn kt pckdacniatin Glnprinmapss benetundsy 2, 334 520 
a 3,389 | 722 
Predoctoral: } 
a a i ee ied eae gadis cbr al 1, 127 231 
loos! pe lnan een ep ites s skadhuns ames : aeenera 1, 164 | 273 
NEE PN ols Jhd bate bocce dis Sea ek tiGee doe 2i.cbecesinna lien ---| 640 163 
Total predoctoral._.......---- wiih anhussa dain mamebenedaeian A ! 2, 931 667 
PINES sp settGe tsa dana adubdadgtectacnhioessceusenasckoboseupsaeen 458 55 
Nala ina ea etc se hlendnshepboks Rivcsghntinadmabeaiion a 3, 389 | 722 


Accomplishments of fellows 


Although it is not now possible to obtain quantitative documentation on the ac- 
complishments of Foundation fellows, it is abundantly clear from the reports re- 
ceived from their faculty advisers that Foundation fellows are producing more 
results of importance than would be normally expected from their number. It 
should be noted that one of the most significant accomplishments of 1953 in 
science, as listed by Fortune magazine (January 1954), was made by a Founda- 
tion fellow. 

Of the 1954—55 group of fellows who received doctorates and who have advised 
the Foundation of their subsequent activities, approximately 39 percent went 
into teaching, 6 percent into the armed services, 33 percent into industrial posi- 
tions, and 22 percent continued their training. 
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Mr. Tuomas. It is hard for me to turn this budget loose. . 

Mr. Botanv. Spending the money now might well save millions in 
the future. 

Mr. Tuomas. I think so. 


EDUCATION IN THE SCIENCES PROGRAM 


Here is a page which ought to be put in the record, the last half of 
page 90 and all of 91, plus the table on 92. 
(The justification referred to follows:) 


11, Education in the sciences program, $5,375,000 


In the light of recent history there can be little doubt that this Nation's 
scientists will play a dominant role in maintaining and improving our defense 
potential and our peacetime standard of living. Clearly, it is in the national 
interest to seek ways to develop and utilize our scientific talent. 

In order that our national welfare and security may be adequately provided 
for, increased attention must be given to the problem of educating more of our 
capable young people for careers in science. Since training a scientist is a long- 
term process generally covering 10 years or more from the beginning of high 
school to the doctoral degree, the problem must be attacked on a long-term basis. 
Only a fraction of our most capable young people secure the advanced education 
which is essential to making the most of their potential. For example, onl) 
about 44 percent of a typical age group having the intelligence to enter college 
(AGCT of 118 or above) enter college, and only about 35 percent of this group 
graduates. In addition, of a typical age group having the intelligence to do 
vraduate work, 53 percent enter college, 46 percent graduate, and only 1.7 per- 
cent proceed with advanced training and secure doctor of philosophy degrees. 
The tables on the following pages trace these losses. 

Development of scientific talent related to supply of science teachers.—A criti- 
cal and immediate limiting factor in developing the latent science talent and 
productivity of our youth is the dwindling supply of science teachers. Since 
1949 there has been not only a marked decline in the proportion of college 
graduates who qualify for teaching high-school science and mathematics, but 
also a sharp decline of nearly 60 percent in their numbers. 

Consequently, the need for high-school science and mathematics teachers con 
tinues to outstrip the current supply, and indications point to more critical dis- 
crepancies in future years, as the high schools begin to experience the full impact 
of expanded enrollments from the bumper crop of children born in the post 
World War ITI period. 

Because of the critical shortage of science and mathematics teachers, many 
schools have only limited programs in these areas, or none at all. In fact, 23 
percent of the Nation’s public high schools offer neither physics nor chemistry, 
and 24 percent offer no geometry. Among our current high-school science teach- 
ers there are many teaching on an emergency basis and with less than the mini- 
ium training required for certification. Unless this trend is reversed, the intro- 
duction of science to our potential scientists promises to become progressively 
more inadequate and distorted. If we are to increase the number and quality 
of scientists for the future, the science teacher must have the ability to capture 
the imagination of building scientists; to formulate and teach them up-to-date 
and vigorous courses that will adequately prepare them for college science; and 
to guide their professional development according to their abilities. The proper 
performance of these services for our swelling classes depends on a growing corps 
of competent, enthusiastic, and well-trained teachers. 

The disastrous results of an inadequate supply of competent science teachers 
are indicated in the following statement by a prominent industrialist, L. C. 
Thomas, president, Monsanto Chemical Co. : 

“All too frequently * * * a great many students who do have an instinctive 
interest in science have the misfortune to enter the classroom of * * * unquali- 
fied teachers. There, either the spark of curiosity which they originally had is 
snuffed out by apathy, or else they develop a healthy disrespect for all things 
scientific.” (From Chemical and Engineering News, October 17, 1955.) 
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Relationship of high-school science and mathematics teachers trained to college 
graduates, and to secondary school enrollments, 1950-56 

















Number of | | : 

| a college grad- | Percent of are. Areas ie- 

Academic yar | Totacolloe|ustes rained new teachers | teu of | seca 

science and | graduates or ue _— —— of 

| mathematics | ae rouments * 
oe RO ee sess 434, 000 13, 700 OR eae Be aera 
sae sian secs sndtainics eee 384, 000 11, 600 | 3.0 —15.6 1.2 
ee 331, 000 8, 300 | 2.5 —39.4 2.8 
TDS in cuvnnee egeh eae eeeareae 305, 000 7,000 | 2.3 —48.9 8.2 
a a ie | 293, 060 | 6, 300 2.1 | — 54.0 12.1 
=e 254, 000 5, 600 | 2.2 — 59.1 15.5 
WE Eick oceicathncpesires 290, 000 6, 300 | 2.2 | —54.0 19. 5 

! i 








1 Percent of decline compared with 1949-50 base year. 
2 Percent of increase compared with 1949-50 base year 


Mr. Tuomas. Mr. Thomas is a great chemist himself, is he not ? 

Mr. WarerMAN. Yes, indeed. 

Mr. Tuomas. What is his field, organic chemistry ? 

Mr. Bronx. Chemical engineering. He played a very key role in 
the whole Manhattan project during the war. 


HIGH-SCHOOL SCIENCE TEACHERS’ SUPPLEMENTARY TRAINING PROGRAM 


Mr. Tuomas, I have all of this page underlined. Let me read some 
of it: 


A critical and immediate limiting factor in developing the latent science talent 
and productivity of our youth is the dwindling supply of science teachers. Since 
1949 there has been not only a markel decline in the proportion of college 
graduates who qualify for teaching high-school science and mathematics, but 
also a sharp decline of nearly 60 percent in their numbers. 

Consequently, the need for high-school] science and mathematics teachers con- 
tinues to outstrip the current supply, anc indications point to more critical dis- 
crepancies in future years, as the high schools begin to experience the full impact 
of expanded enrollments from the bumper crop of children born in the post 
World War II period. 

Because of the critical shortage of science and mathematics teachers, many 
schools have only limited programs in these areas, or none at all. In fact, 23 
percent of the Nation’s public high schools offer neither physics nor chemistry, 
and 24 percent offer no geometry. 


That is what you read this morning, Mr. Yates. 

Mr. Yates, Yes. 

Mr. THomas (reading) : 

Among our current high-school science teachers there are many teaching on an 
emergency basis and with less than the minimum training required for certi- 
fication. 

Mr. Yates. What I read this merning is that in the high schools 
that. do offer them, the students do not want to take the course. 

Mr. Tuomas. This is bad, too. 

Mr. Reporter, let us put pages 96 and 97 in the record. 

(The justification referred to follows :) 


1, High-school science teachers’ supplementary training pregram, $3,000,000 

Few teachers can afford to forgo a year’s salary, or even assume the cost of 
university tuition; and furthermore, few universities have programs designed 
tor such teachers. It is evident that not only must the individual teacher be 
given financial assistance to permit necessary study, but in addition specially 
designed programs must be established at universities to make this study more 
effective. 
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Therefore, the foundation proposes to support specially designed year-long 
courses of study at selected universities for high-school science teachers, and 
to provide each participating teacher with financial support to enable him to 
undertake such training. These courses are specifically designed to: provide 
opportunities for teachers to pursue a course of study for approximately 1 
academie year in order to increase and/or renew their knowledge and under- 
standing of their respective fields of science; to afford opportunities for 
“refresher” training to certain individuals not now teaching and so facilitate 
their return to the classroom at an effective level of competence; and to afford 
opportunities for science training to teachers now of necessity teaching an 
occasional science course but whose training and primary teaching responsibilities 
are in fields in which there is relatively ample supply of teachers. 

In addition, this program is expected to encourage universities to develop and 
offer as part of their regular programs more effective plans for training inservice 
and potential science teachers as well as encouraging secondary-school admin- 
istrators to provide their science teachers with opportunities for obtaining addi- 
tional training which will make them more effective in presenting science to 
bigh-school students. 

In fiscal year 1956 the foundation initiated year-long programs at two univer- 
sities (Oklahoma A. and M., and Wisconsin). In fiscal year 1957 it is proposed 
to extend these programs for an additional 2 years and to initiate new programs 
at 8 other universities. The universities will be selected with the assistance of 
appropriate scientific and educational groups from among the institutions which 
indicate a desire to participate in the program. Selection will be based on the 
universities’ competence to conduct programs specifically designed to supplement 
training for inservice science teachers. Due regard will also be given to geo- 
graphic distribution and subject-matter coverage. While the universities se- 
lected will be given latitude in planning its program, emphasis will be on the 
subject matter of science. The courses of study will, in most instances, be taught 
by members of science departments. However, provision will be made for sup- 
plementary professional training in cases where this might prove clearly desir- 
able. Each university application will be required to include a full description 
of the basic curriculum designed for science teachers, instructors assigned to 
the courses of study, and the extracurricular features or special provisions 
included in the total program. 

Selection of teachers to be given training.—Kach university receiving a grant 
will select the high-school teacher participants for its program. Only teachers 
with a minimum of 3 years’ teaching experience and who can be expected to con- 
tinue in teaching for a reasonable period will be considered. The principal 
selection criteria will be: the general scholastic aptitude of the candidate as 
judged by a complete transcript of college-grade records and any other evidence 
available, the degree to which the applicant’s proposed plan of study could be 
expected to supplement training as a high-school science teacher, and recom- 
mendations by the applicant’s principal and superintendent. 

Basis of program ¢ .—Each university selected to participate in the pro- 
zram would receive a grant of approximately $250,000, which will provide train- 
ing for about 50 high-school science teachers for the academic year. Of the total 
amount of $3 million requested in fiscal year 1957, $2 million is for inaugurating 
programs in 8 universities, and $1 million is for stabilizing, on a 2-year basis, the 
programs now under way in 2 universities. The basis of estimated individual 
grant amounts are indicated as follows 


Approximate cost of high-school science teachers’ supplementary training program 


Item Total cost 


university 





1. Stipends of $300 per month to 50 student teachers for 10 months, plus | 
allowance for each dependent. -- . $200, 000 

. Payments for salaries of sesame director and professors, and for other 

SORIA NINN Ss chsh ook AL oe adie ecw canes te ane | 50, 000 | 


| | 
| Amount per 
| 
| 
| 
| 
| 
' 


Total per university ; aoa 250, 000 
Cost of 1-year program at 8 universities __- $2, (00, 000 
Cost of continuing present programs at 2 universities on a 2-year basis_-_---__|----- 1, 000, 000 


T otal estimate for fiscal year: 1957___-_---- ei ; 3, 000, 000 
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Mr. Tuomas. You have the basic costs of about $250,000 per uni- 
versity, you have a $2 million program going for this year and next 
year, and the table here tells the tale. 

Your estimate of $3 million is all right but it ought to be $10 million. 

Mr. Waterman. Page 93, Mr. C hairman, shows what is happening 
to the students on the way up to the possibility of advanced training; 
that covers the problem very well from the numerical side. 

Mr. Tuomas. Mr. Reporter, we'll put in page 93. 

(The justification referred to follows :) 


Where students drop out of the educationa! process 


STUDENTS WITH AGCT SCORES OF 118 OR ABOVE 


! = 





Percent of Loss from 
i eithaeee® Nai age group in previous Cumula- 
Educational level educational educational | tive Joss 
level level 
Enter high school_-_-_- = 98. 0 2.0 2.0 
Graduate from high school 93.0 5.0 7.0 
Enter college __- : ‘ | 44.0 49.0 56.0 
Graduate from college_____- | 35. 0 9.0 5.0 
STUDENTS WITH AGCT SCORES OF 130 OR ABOVE 

Enter high school___.....-..---- oe ge ee 99.0 0) 1.0 
Graduate from high school.- 97.0 2.0 | 3.0 
Enter college ek 43.0 44.0 | 17.0 
Graduate from college__- ot } 46.0 7.0 | 54.0 
Secure doctor of philosophy degree ____..____- : 1.7 44.3 | 98.3 





Note.—The average score of an age group is 100 on the Army general classification test(AGCT). This is 
roughly the same as an intelligence quotient as measured by similar tests. About 19 percent of the age 
group will score 118 or above on the AGCT. This score is considered to be equivalent to the average I 
score of college graduates. An AGCT score of 130 has been selected as representative of the intellectua 
ability of advanced students. 


SUMMER INSTITUTES PROGRAM 


Mr. Tuomas. We will also insert page 98 and the top of page 99. 
(The justification referred to follows :) 
2. Summer institutes, $850,000 


Summer institutes provide an opportunity for experienced teachers (both high 
school and college), who have been out of touch with advances in science to 
follow a summer course in subject matter designed specifically for them and 
given by widely recognized scientists who have an interest in teaching. By 
means of grants to participating universities to cover salaries of special instruc- 
tors and costs of tuition and living allowances for participating teachers, the 
Foundation has enabled teachers to secure an average of G semester hours oZ 
additional training in such fields as mathematics, physics. chemistry, and 
biology. 

Accomplishments of program.—Since 1953 the Foundation has supported 17 
summer institutes for science teachers which were attended by more than 800 
college and high-school teachers. The summer institutes program has not only 
contributed directly to increasing the competence of science teachers by pro- 
viding additional training to 800 teachers but it has also influenced other organi- 
zations to support similar programs. For example, officials of the Shell Com- 
panies Foundation, Inc., of New York City conferred with staff of the National 
Science Foundation rezarding education in the sciences, and subsequently an- 
nounced in October 1955 plans for two training programs for high-school science 
teachers to be carried on at Cornell and Stanford Universities with the same 
pattern as a typical NSF summer institute. The University of Minnesota, which 
has previously participated in the Foundation’s program, will carry on a sum- 
iner institute for high-school science teachers which will be supported by the 
Hill Family Foundation. 
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In addition to providing direct training and encouraging the establishment of 
these privately supported summer institutes, the NSF program has had an impact 
on the course offerings of several universities who report that science curricula 
for regular undergraduate students have been revised in the light of experience 
vained in NSF summer institutes. 

q Plans for fiscal year 1957.—In view of the apparent success of preceding sum 
mer institutes, and in order to provide a full test and basis for evaluation of this 
: experimental program, the Foundation plans to broaden the program during 


LARS Fy See ae 


4 tiscal year 1957 to carry on about 25 summer institutes which will give broad 
: coverage to the various fields of science in widely dispersed geographical areas. 
is They will be attended by over 1,200 high-school and college teachers in all fields 


of science. The bases of estimated individual grant amounts are indicated as 
follows: 


Approximate cost of summer institutes 








|} Amount per) 


| university | Total cost 







































1. Stipends of $300 per month to 50 student teachers for 6 weeks, plus allowance | 


Cost of 6 weeks’ program at 25 universities... - $850, 000 


for each dependent... - 5 ee $27, 000 
2. Payments for salaries of program director and professors, and for other indirect | 
costs. a8 “il 7, 0€0 | 
eS aed 
Total per university ee ; 31, 000 
| 
i 


DEVELOPMENT OF NEW SCIENCE TEACHER TRAINING PROGRAMS 






Mr. THomas. Let us put in page 102. 
(The justification referred to follows :) 


3. Development of new science teacher training programs, $150,000 

Nature of activity and work in preceding year.—Traditionally the responsi- 
bilities for training high school science teachers has rested with professional 
educators, and scientists have been involved only to a very limited extent. In 
recent years, however, there has been an increasing awareness among both 
scientists and educators that they must work together in planning and develop 
ing training programs for high school science teachers. These two groups, both 
essential to the continuing improvement of science teacher training, have long 
expressed disagreement on questions regarding the relative importance of teach- 
ing methods and subject matter in the preparation of science teachers. The 
recent inclinations for representatives of the two groups to work together toward 
the development of new teacher training programs should be encouraged as a 
means of developing the best possible courses of study for prospective high school 
science teachers. 

In fiscal year 1956 the National Science Foundation and the Office of Education 
of the Department of Health, Education, and Welfare jointly sponsored a con- 
ference involving members of the board of the American Association of Colleges 
for Teacher Education and representatives of the following professional scien- 
tific societies: The American Institute of Physics, the American Chemical So- 
ciety, the Mathematical Association of America, and the American Association 
for the Advancement of Science. In this conference the educators and scientists 
discussed problems relating to the improvement of science teaching, courses of 
cooperative action by scientific and teacher education groups, the establishment 
of better understanding between scientists and professional educators, and new 
ways of training science teachers. 

Plans for fiscal year 1957.—The Foundation plans to support conferences be- 
tween eminent scientists and educators for the purpose of producing improved 
programs for the training of science teachers at the high school and introductory 
college levels. It is also proposed in fiscal year 1957 that followup conferences 
in the natural sciences and mathematics be supported with representation from 
the teacher training groups for the purpose of cooperatively instigating new 
science teacher training programs. These programs would involve liberal arts 
colleges, teacher training colleges, and universities. 
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Review or Researcu AND TRAINING PROGRAM 


Mr. Tom: is. Next we have “Review of research and training 
program,” page 107, where you have an increase of $103,000 over 
1956, which makes a total for this year of $930,000. 

The subactivity “Review of research and training programs” covers costs 
related to administration of the activity “Support of science.” It imeludes sal- 
aries, travel, printing and reproduction, and other administrative costs. * * * 
and so forth. 

Mr. Reporter, put in pages 107 and 108. 

(The justification referred to follows :) 


ReEviEW OF RESEARCH AND TRAINING PROGRAM 


Summary of obligations by objects 


a a nmi eoaieicieeenpeninaniniipatnitantinangs eS ¥ 

















Increase (+) E 
Actual, Estimate, Estimate, or de- ‘i 
fiscal year fiscal year | fiscal year crease (—) 
1955 | 1956 1957 1957 over 
1956 
01 Personal services- sis $395, 037 $548, 200 | $615, 000 + $66, 800 
02 Travel__.- 55, 096 | 74, 000 | 90, 000 +16, 000 
06 Printing and reproduction 3, 397 7, 000. | 7, 000 0 
07 -Other eontractual services: | 
Research contracts 212, 380 180, 000 200, 000 | +20, 000 
Administrative i, 322 1, 200 | 1, 200 0 
Security investigations. _____- a 853 14, 000 14, 000 0 
Subtotal - ‘i i 221, 555 195, 200 215, 200 +20, 000 
15 Taxes : 2, 466 2, 600 2, 800 +200 
eh a | 677, 551 gz 827, 000 mi) 930, 000 +103, 000 


2 (D) REVIEW OF RESEARCH AND TRAINING PROGRAMS 


The subactivity “Review of research and training programs” covers costs 
related to administration of the activity “Support of science.” It includes 
salaries, travel, printing and reproduction, and other administrative costs for: 

1. The Biological and Medical Sciences Division ; 

2. The Mathematical, Physical, and Engineering Sciences Division; and 

3. That part of the Scientific Personnel and Educ ation Division concerned 
with the graduate fellowship and education in the sciences programs. 

Science divisions.—The Biological and Medical Sciences Division and the 
Mathematical, Phyiseal, and Engineering Sciences Division are organized by 
scientific program areas, for example, chemistry, earth sciences, engineering 
sciences, mathematical sciences, developmental biology, molecular biology, regu- 
latory biology, and anthropological and related sciences, etc. Each program area 
is generally staffed by a program director, an assistant, and one secretary. The 
program directors are responsible for administering the grants program in given 
fields of science; for developing program policies and plans; and for assisting 
in the development of overall science policy. In exercising these responsibilities 
program directors are advised by the outstanding scientists in their respective 
scientific fields. This advice is usually obtained either through employment of 
scientists as part-time Government consultants or through contractual or other 
arrangements made with appropriate societies or organizations. 

Scientific Personnel and Education Division.—This Division is organized into 
three program areas, namely, clearinghouse for scientific personnel information, 
graduate fellowships, and education in the sciences, each staffed by a program 
director, who is responsible for developing program plans and policies and for 
assisting in the development of overall science policy, with necessary profes- 
sional, clerical, and secretarial assistance. The costs of the clearinghouse for 
scientific personnel information and a pro rata share of the Office of the Assistant 
Director for Scientific Personnel and Education are discussed under the activity 
“National science policy studies” described earlier. Operating costs of the 
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graduate fellowship and education in the sciences programs and the remaining 
costs of the Office of the Assistant Director for Scientific Personnel and Educa- 
tion are financed under the subactivity, “Review of research and training 
programs,” 

Divisional committees —Bach of the three divisions, in accordance with the 
National Science Foundation Act, has a divisional committee to make recom- 
mendations to and advise and consult with the National Science Board and 
the Director with respect to policy matters relating to the programs of their 
respective divisions. 

Mr. THomas. Do you mean exactly what this says ¢ 

The subactivity “Review of research and training programs’ covers cost 
related to administration of the activity “Support of science.” 

You have something here besides. You say “support,” and no doubt 
it is — but what type? 

Mr. Waterman. Under “Support of science” in the budget, we in- 
clude biological and medical research and mathematical, physic al, and 
engineering research, and that part of the training program. 


SCIENCE DIVISIONS 


Mr. THomas (reading) : 


The program directors are responsible for administering the grants program 
in given fields of science; for developing program policies and plans, and for 
assisting in the development of overall science policy. 

What do you mean by that language 4 

That certainly ought not to be a recurring item. If you get a good 
plan, you ought to hang on to it. 

Mr. WarerMAN. Yes. 

Mr. Tuomas (reading) : 

In exercising these responsibilities, program directors are advised by the out- 
standing scientists in their respective scientific fields. 

That is good. 


This advice is usually obtained either through employment of scientists as 
part-time Government consultants or through contractual or other arrangements 
made with appropriate societies or organizations, 


SCIENTIFIC PERSONNEL AND EDUCATION DIVISION 


Now, your Scientific Personnel and Educational Division: 


This Division is organized into three program areas, namely, clearinghouse for 
scientific personnel information, graduate fellowships, and education in the 
sciences, each staffed by a program director who is responsible for developing 
program plans and policies and for assisting in the development of overall 
scienee policy, with necessary professional, clerical, and secretarial assistance. 

If these colleges are going to do some research work for you, you 
don’t tell them exactly how to carry it on ¢ 

Mr. Waterman. One example: Dr. Kelly, who in his position has 
to decide what to do about the educational sciences program, and that 
gives rise then to the planning of this budget. It is this kind of thing, 
and the same with the fellowship program, and the same with the 
register and clearinghouse functions. All that is included. 

Mr. Tuomas. How many people do you have in this Division here ¢ 

Mr. Waterman. Thirty-eight people in the Scientific Personnel 
and Education Division (including the clearinghouse for scientific 
personnel information ). 
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Mr. Tuomas. Review, 38 people? 

Mr. Suerrarp. Total of 81 in the 3 divisions, excluding the clearing- 
house for scientific personnel information. 

Mr. WarerMAN. That is the entire research and training program. 

Mr. Tuomas. Break them down into the three divisions. 


BIOLOGICAL AND MEDICAL SCIENCES DIVISION 


Mr. Suerparp. Twenty-nine in the Biological and Medical Sciences 
Division. 

Mr. Tuomas. What do they do? 

Mr. WarerMAN. This consists of the head of the division and the 
program directors in the different sciences who are involved in the 
carrying out of the program, together with their secretaries and staffs. 

Mr. Tuomas. This is purely grants to the various institutions and 
colleges and research organizations over the country, is it not? 

Mr. WarerMaAN. One has to have a program director in a particular 
science so that he can deal intelligently with the applications we get 
in that field of science. 

These program directors then cover the area of science in a divi- 
sion, such as the biological and medical sciences. 

Mr. THomas. Performing a screening operation then ? 

Mr. Waterman. Examining the proposals that come in and con- 
sulting with our advisory groups to determine just which ones we 
shall make grants to. In addition, they also keep track of the grants 
going on in the field. They also confer in their own field with their 
opposite numbers in different agencies. 


MATHEMATICAL, PHYSICAL, AND ENGINEERING SCIENCES DIVISION 


Mr. THomas. Twenty-nine in medicine and biology. How many in 
mathematics ? 

Mr. Suerparp. Twenty-seven in the Mathematical, Physical, and 
Engineering Sciences Division. 

Mr. THomas. What about the other parts? 


SCIENTIFIC PERSONNEL AND EDUCATION DIVISION 


Mr. Suepparp. Twenty-five in the Scientific Personnel and Educa- 
tion Division (excluding the clearinghouse for scientific personnel 
information). 

Mr. Tuomas (reading) : 

That part of the scientific personnel and education division concerned with the 
graduate fellowship and education in the sciences programs. 

Mr. Ketiy. These are more than policy studies, They are program 
directors. 

Mr. Waterman. Oh, yes. They must contribute their bit to what- 
ever is involved in their own field. 


Screntiric INFORMATION EXCHANGE PROGRAM 


Mr. THomas. Scientific information. 
Let us see what you have for this program. Is there travel money 
here, too? 
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This is page 121 for the record, Mr. Reporter. 
(The justification referred to follows :) 


ScrenTIFIC INFORMATION EXCHANGE 


Summary of obligations by activity and program 


Increase (+ 

Actual, Estimate, Estimate, | or de- 
fiscal year fiscal year fiscal year crease (—) 
1955 1956 1957 | 1957 over 

1056 


| issemination of scientific information: | 
Dissemination of scientific information | | 
originating abroad ik ateda : 174, 564 175, 688 198, 000 22, 312 
Research on scientific information prob- 
lems \ | 26, 372 106, 000 | 177, 000 | +71, 000 
Support of scientific public ations and refer- 
ence tools. _. 98, 619 57, 000 66, 000 | +9, 000 
Coordination of research information = 26, 730 35, 000 | 100, 000 | +65, 000 
Attendance at international meetings. . ._. 77, 054 0 90, 000 | +-00, 000 


aia ete tele -— 


Total 403, 339 373, 688 | "631, 000 


Mr. Tuomas. Dissemination of scientific information, $22,312 over 
1956, for a total in 1957 of $198,000. 


ae 


RESEARCH ON SCIENTIFIC INFORMATION PROBLEMS 


Research on scientific information problems, just what are vr 
now ¢ That i is $177,000, or an increase of $71,000 over last yea 

Where is that, under Other Contractual Services? W a is the 
justification ¢ 

Mr. WaterMAN. Some of the research is done by contract and some 
by staff. 

Mr. Tuomas. What is the nature of that work and what is the jus- 
tification for it ? 

Mr. WarerMaAN. Page 125. It starts in the middle of the page. 
Research and scientific problems come under item 2, $134,000. 

Mr. Thomas (reading) : 

During fiscal year 1956 the foundation staff has had a number of discussions 
with leading scientists, who have agreed on the vital importance of research 
looking toward wholly novel ways of storing and consulting the records of 
scientific research. Accordingly, the Foundation intends to strengthen further 
its program of fundamental research on the organization and use of scientific 
information. 

As indicated previously, research into the problems of cataloging, storing, 
recovering, and disseminating scientific information has not yet provided ade- 
quate solutions. 

Mr. Waterman. The point here, Mr. Chairman, is that with the 
mass of material coming nowadays, everyone agr ees there should be 
much better use of machine methods, electronic ‘methods, so that you 

can quickly discover in a large catalog the material that you are inter- 
ested in so that you can reproduce it in some way and communicate it 
quickly to someone who wants it. 

Mr. Tuomas. Here is a choice bit of information, Doctor, that ap- 
pears in Chemical and Engineering News: 

How much is being spent on research to find the most efficient and effective 


methods for the wide dissemination of new scientific knowledge? We know of 
no overall study that discloses how much is being spent for this purpose, but 
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we suspect it is pitifully small. Isn't it about time that something concrete be 
done to correct a situation which everyone will admit is fast becoming the bottle- 
neck in science? * * * Perhaps this is an area in which government can help 
through its instrument, the National Science Foundation. 


Mr. Bronk. Mr. Chairman, I was chairman of the Committee on 
Technical Information, Research and Development Board, some years 
ago in the Department of Defense, and I used to be shocked when the 
ch: aps would come up to these meetings and tell us it was so hard to 
find out what was already available in ‘literature that they would do it 
over again rather than find out what had been done. 

I think that what is here indicated in this editorial_— 

Mr. THomas. What will this $234,000 buy for you, Dr. Bronk ? 

Mr. Bronx. I am not adequately familiar with what is intended, 
but what I would hope would come would be somebody with a good 
new idea as to how you can easily get that information already in the 
files just as in the Patent Office they are sometimes years behind get- 
ting certain patents processed because it takes so long to find out what 
is in the record. 

Mr. WaterMAN. As a matter of fact, we are engaged in joint work 
with the Patent Office and the Bureau of Sts andards in just this sort 
of thing. 

Dr. Sunderlin, could you speak on this? 

Mr. Sunpveruin. I think the best thing that could be said is simply 
to emphasize what is stated in the editorial. 

Mr. Tuomas. How are you going to spend the $134,000 ? 

Mr. Gross. May I inject that there was a foundation which made 
a grant 15 or 20 years ago on dissemination of information. This was 
pinpointed in the avail: ability of material from the standpoint of Gov- 
ernment and industrial laboratories. Out of that came a develop- 
ment and improvement of the microfilm reader and system. 

| have been in a number of laboratories where, instead of attempt- 
ing to buy a whole library, they have gotten a card set which gives 
them the key to what they need to know. That was done at a cost of, 
I believe, $50,000, and it has made a very practical, valuable contribu- 
tion to disseminating this material. 

I do not think we are talking about big money here, but we are 
talking about the hope of finding new ideas of reproduction and classi- 
fying material better and making better use of what information we 
now have. 

We will have to find some seed corn of ideas to justify the expendi- 
ture. 

Mr. Tuomas (reading) : 

The objectives of the Foundation’s scientific information program are to 
promote more effective international exchange of scientific information; to en- 
courage and support research and improved methods for the dissemination of 
scientific information, and its organization for reference purposes; to strengthen 
and improve existing scientific publications and reference tools, and to insure 
that all significant results of United States scientific research with particular 
reference to U. S. Government supported research) are promptly published or 
made available for use by the Government and by scientists generally. 
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DISSEMINATION OF SCIENTIFIC INFORMATION ORIGINATING ABROAD 


What is this $150,000 for? 

Mr. WarermMan. These are for translations of scientific articles 
abroad. The Foundation has been quite active in making translations, 
for example, of Russian scientific papers. 

We have an arrangement with the Library of Congress to collect 
these, and it numbers some 3,000. We have somes samples here for you. 

Mr. Tuomas (reading) 


Since the initiation of its program for the translation and dissemination of 
Russian scientific information, the Foundation has supported 

(1) the publication in book form of a series of papers on the status of 
Russian research in several fields of science; 

(2) the preparation and publication of up-to-date reviews of Russian 
progress in several fields: 

(3) the preparation and publication of a monograph on the training of 
Soviet scientists ; 

(4) a study of the need for translating Russian papers in the field of 
physics and the publication of some 200 translations in this field: 

(5) translation of the 40 or 50 most important mathematical papers pub 
lished each year in Russia; 

(6) a depository at the Library of Congress to collect, announce, and 
supply copies of translations of Russian scientific papers—the collection 
now numbers some 3,000; 

(7) studies of the need for improved technical dictionaries and glossaries 
to aid translators; and 

(8S) the preparation of a comprehensive list of some 3,000 eurrent Russian 
scientific and technical serial publications, which include several hundred 
publications that are not readily. available in the United States. 


How much did we spend for this purpose in 1956 ¢ 


Mr. Suepparp. $175,000. 

Mr. Tuomas. You did not have that much money, did you ‘ 

Mr. Suerrarp. That is out of a total of $373,000. 

Mr. Tuomas. How much carryover are you going to have, unex- 
pended balance? 

Mr. Sueprarv. Total for the appropriation is about $160,000 to 
$165,000. 

Mr. Tuomas. You gave that total of $160,000 this morning. What 
is for this item ? 

Mr. Suerparp. I doubt that we will have any, Mr. Chairman. 

Mr. Tromas. Is anybody making any contribution to this effort 
to translate the Russian material ? 

Mr. Waterman. The Atomic Energy Commission has been doing 
this to some extent, and we have collaborated with them. 

Mr. Tuomas. How much of their funds did they put in in 1956 and 
hew much will they put in in 1957? 

Mr. Warerman. I believe they are getting out of this activity. 
They are still continuing some but we have taken much of it over. 

Mr. Sunperun. In 2 years time, I believe they put in approximately 
$40,000. 

Mr. Tuomas. What does NACA put into it? 

Mr. Waterman. I could not answer that. 
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Mr. Tiromas. Have they put in any that you know of? 
Mr. Waterman. They might have for their own purposes. 
Mr. Tuomas. I imagine they did. 

Mr. Waterman. I have not seen anything published, however. 


Mr. Tuomas. It look like this category here is way out of 
proportion. 


ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 


Do you want to allow the scientists to do a little traveling for 


$90,000? How much did this travel amount to last year and how 
much did they use? 


Mr. WatermMAn. None last year. 

Mr. Tuomas. They are not doing any traveling this year? 

Mr. WatErMAN. None in the current year, Mr. Chairman. 

The year before I think it was about $77,000. 

Mr. Tuomas. Did that $77,000 do any good ? 

Mr. WaTerMAN. Yes, indeed, sir. 

Mr. Tuomas. They liked it all right. 

Mr. Waterman. They feel they must get together with foreign 
scientists to find out what is going on over there. There is nothing to 
equal personal contact. 

Mr. Tuomas. I believe a personal visit is better than a letter. 

Mr. Bronx. I would like to say something on this, Mr. Chairman, 
because it is a thing that has interested me for a great many years, 
having been able per rsonally to afford to travel. 

I am impressed by how much the average young scientist loses by 
being so restricted because he gets such a pittance of a salary, and he 
sees the people just immediately around him. We used to depend 
on a single professor of chemistry to represent the United States 
chemists abroad. He made a lot of money out of his chemical work 
and he was an impressive and fine chap. He would wear his striped 
trousers and white coat and he had his glasses on a black ribbon, and 
he was a wonderful representative of the United States, but he did 
not represent American chemistry. He was the only one who was 
able to afford it. 

Now we are having a new thing. I am all for this, although I 
personally, fortunately never needed any of this sort of assistance. 

Mr. Tuomas. I think you have something there. I feel the same 
way about Members of the House and Senate traveling. I think 
they ought to travel. I think they ought to go around, not only to the 

various installations in this country, but also to foreign countries due 


to our interests over there. We all learn by living “and seeing and 
you see most when you travel most. 
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Executive Direction AND MANAGEMENT 


Mr. Reporter, insert page 137, please. 
(The justification referred to follows :) 


EXECUTIVE DIRECTION AND MANAGEMENT 


Summary of obligations by activity and program 


Increase (+) 
Actual, Estimate, Estimate, or de 
fiscal year fiscal year fiseal year crease (- 
1955 1956 1957 1957 over 
1956 


National Science Board. -- : $29, 835 $30, 830 $31, 330 +$500 
Office of the Director _-_..- -- be 121, 0F4 122, 150 123, 850 +1, 700 
Administration - - - -- s 5 | 173, 891 216, 399 | 244, 970 -+-28, 571 

70, 340 96, 100 OR, 850 +2,75 


465, 479 499, 000 +33, 522 


395, 130 | 


Mr. Tuomas. Executive direction and management. We have the 
various programs or activities of: “National Science Board,” “Office 
of the- Director,” “Administration,” and “Fiscal.” The increase is 
$33,521 over 1956, making a total of $499,000 for 1957. 


SUMMARY OF OBLIGATIONS BY OBJECT 


Mr. Reporter, insert page 138 in the record at this point. 
(The justification referred to follows :) 


EXECUTIVE DIRECTION AND MANAGEMENT 


Summary of obligations by object 





} Increase (+) 
Actual, Fstimate, Estimate, or de- 
fiscal year fiscal year | fiscal year | crease (—) 
1955 | 1956 1957 | 1957 over 
| 1956 


Personal ger vi0et... <<< dod ewes becdenonenen | $302, 457 $355, 300 | $374, 000 +$18, 700 
ac aah 27, 999 30, 250 31, 000 | +750 
Transportation of things............-------| 356 100 200 | +100 
Communication services. .-.........-------- 30, 997 34, 000 40, 000 +6, 000 
Rents and utility services__...........---- 500 500 0 
Printing and reproduction — , a 3, 000 3, 000 | 0 


Other contractual services: | 
Administrative - , 579 18, 000 +3, 421 


Security investigations , 050 2, 000 | — 50 


| 


NE ans ek aero dewdatnscte 9, 7% 5, 629 20,000 | +3, 371 
Supplies and materials 2,917 | 3, 000 16, 000 | +3, 000 
Equipment. ...........- Sat Seebeck Gel ayateae eases , 5E ao 13, 800 +1, 800 

700 500 | —200 


465, 479 499,000 | +33, 521 





Mr. Tuomas. I made a rapid calculation of the “Other objects” 
cost and they are 31 percent of the salary cost, which is almost heresy, 
unless you have an awfully good reason for it. 

Mr. Waterman. This is for this particular item, Mr. Chairman, 
not for the entire budget. 

Mr. Trromas. That makes it even worse. This is executive direction 
and management ? 
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Mr. Suerrarp. The other objects here, Mr. Thomas, represent the 
costs of the total Foundation staff personnel and should be related 
not to the $374,000 in this table but to the entire personnel figure of 
$1.468,000. 

Mr, Waterman. That was my point, Mr. Chairman. 

Mr. Tiromas. Will you repeat that ? 

I see the travel item, communication services, printing and repro- 
duction, and I see supplies and materials and every other category. 

Mr. Sueprarp. Travel and printing are distributed back against 
the various cther organizational units. 

Mr. Tromas. This is a consolidated table for all of that? 

Mr. Suepparp. No, sir: for supply and materials 

Mr. Tuomas. This salary item of $374,000 covers 57 people? 

Mr. Suerrarp. Yes. 

Mr. Tuomas. What about travel ? 

Mr. Stuepparp. The travel is for this group plus the National 
Science Board. 

Mr. Tiromas. How many members on the board ? 

Mr. Suepprarp. Twenty-four. 

Mr. Tromas. Go ahead. 

Mr. Surrparp. Transportation of things is for the entire Founda- 
tion. The $40,000 for communication and services is for the entire 
Foundation, rents and utilities is for the entire Foundation. 

Mr. Tromas. What is that for, rents and utilities? 

Mr. Suepparp. Occasionally we have had to rent, oh, I don’t know, 
chairs and that sort of thing. 

Mr. Tuomas. Go ahead. 

Mr. Suepparp. Printing and reproduction represents a number of 
items for the entire Foundation such as letterheads. 

Mr. Tuomas. But it does not cover one-tenth of it either. 

Mr. Sueprarp. No, sir. 

Mr. Tuomas. What is the total printing bill for the Foundation ? 

Mr. Sueprarp. $51,000. 

Mr. Tuomas. How much was it last vear? 

Mr. Sueprarp. Estimated to be $73,000 for 1956. 

Mr. Tuomas. An increase of $21,000 or $22,000? 

Mr. Suepparp. A decrease of $22,000. 

Mr. Tuomas. All right. 

Mr. Suerrarp. The administrative costs here under 07 again repre- 
sent many items that should be charged to the entire Foundation. 

Mr. Tuomas. Yes, but what is the entire cost for the 07 then? That 
is one of the big items. 

Mr. Suerrarp. The entire cost for the 07 is $459,000 this year. Of 
that amount, $417,000 

Mr. Thomas. What was it last year? 

Mr. Surprarp. $442,000. Of the $459,000 this year, $417,000 is 
estimated for research contracts, however, not administrative costs in 
the sense of operation. The administrative costs in that figure were 
only $21,000 compared to $18,000 the year before. 

The supplies and materials and equipment items represent the entire 
cost of the Foundation. It is all charged to this activity simply be- 
cause of the accounting problem we would be confronted with and the 
additional cost of trying to relate these items back to the other organ- 
izational segments in an organization as small as we are, 
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HIGH-SCHOOL SCIENCE TEACHERS’ SUPPLEMENTARY TRAINING PROGRAM 


Mr. Yares. I am interested in the teachers’ training program. 
How do you select your teachers ¢ 

Mr. Waterman. For the two institutions that we are now expecting 
to provide courses for the year or our summer institutes? 

Mr. Yates. Both. 

Mr. Waterman. The year programs are to be selected by the insti- 
tutions. 

Mr. Yates. When you say a year program are teachers selected to 
study for an additional year at those institutions? 

Mr. WarerRMAN. To take leave and study there for that time. 

In a sense, it is like a fellowship. They are selected by the institu- 
tions making the courses available. 


ANTICIPATED NUMBER OF PARTICIPATING TEACHERS 


Mr. Yates. How many teachers will you be able to accommodate? 

Mr. WarermMan. Fifty at each institution. 

Mr. Ketry. Fifty each on the year-long institutes and about 50 each 
on the summer institutes as well. 

Mr. Yates. So you have 100 fellowships and 100 visitors for the 
summer ? 

Mr. WATERMAN. Many more for the summer. 

Mr. Ketxiy. About 800 to 1,000 for the summer. 

Mr. WaterMaNn. Fifty at each institute for the year round and 25 
institutes with 50 each for the summer. 


SELECTION OF PARTICIPATING TEACHERS 


Mr. Yares. What qualifications must they have for participation 
in those programs / 

Mr. Kextty. Maybe I should describe how they operate. The selec- 
tion responsibility is given to the college or university chosen. Each 
college has the assistance of the professional scientific society associ- 
ated with the institute. If there is one in mathematics, the mathe- 
matical association helps the committee, which will help the school 
select the participants, 

These are selected on several bases. 

Mr. Yates. Must the applications be made by the teachers them- 
selves? 

Mr. Ketry. Yes. ; 

Mr. Yates. Does it make any difference whether the teachers are 
in private or public schools? 

Mr. Ketiy. No, sir; not at all. 

_ Mr. Waterman. They must have had 3 years’ experience in teach- 
ing. 

Mr. Yates. In some accredited institution ? 

Mr. Ketiy. Some accredited high school. 

Mr. Yares. If the teacher has had 3 years of experience in any high 
school or college, he qualifies for this program ? j 

Mr. Ketxiy. That is right. 

Mr. Yates. Do you want to continue, Dr. Kelly ? 

How much does he get and what do you provide him with once his 
application is approved by the school ? 

72350—56—pt. 1——39 
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Mr. Ketiy. He gets the equivalent of $300 a month. Some of 
institutes last 4 weeks and some 8 weeks. 

Mr. Yates. It would be more than his salary at the particular 
school ? 

Mr. Ketxy. But out of this comes his traveling expenses and living 
expenses there. The indications are that this is much too low; that 
one of the greatest difficulties in our high schools is that low salaries 
are being paid to the teachers. This is why we have raised it a little 
from last year. 

We are giving dependency allowances this year of something like 
$25 per dependent. We found that some of our institutes attracted 
only the spinster teachers who had no family expenses. So in order 
to broaden this, we had to offer more. 

Mr. Tuomas. If you give this program half a chance to survive and 
a little publicity, you will have a fine result. 


SUBJECT-MATTER SYLLABI FOR SCIENCE TEACHERS 


Mr. Yares. You also have a subject-matter syllabi for science 

eachers. 

Can you describe what that program is ? 

Is this a textbook as to how science teachers may improve their 
teaching methods ? 

Mr. Keiiy. Yes, sir: but we do not want to go back to writing 
tex‘ books. 

Mr. Yates. What is your syllabus then 

Mr. Kerry. It is not only to inspire the people to make sure that 
they learn something when we get them in cara but part of the 
difficulty is getting competent teachers, and our real objective is to 
try to motivate more people into science and engineering by increas- 
ing their knowledge in the subject matter of engineering rand service. 

There has been some question about the kind of subject matter that 
appears in the textbooks and we want to make every effort we can to 
insure that recent scientific information, correct scientific informa- 
tion, is in these textbooks, and this can be done by the scientists. 

So we are now stimulating cooperation between the scientific com- 
munity and the educational community. These syllabuses are studies 
being made by the various scientific associations as to crucial de- 
velopments which should appear in the textbooks. 

Mr. Waterman. They will be supplements to the textbooks, really. 

Mr. Ketiy. The background for the textbook writers. 

Mr. Yates. To whom’ do these go? Do these syllabuses go to any 
science teacher that wants them? 

Mr. Ketiy. They are being developed by the scientific societies 
themselves. Each scientific society now, under stimulation of the 
Foundation, has a committee on education in the sciences. Each 
society is cooperating with its parallel group in the high schools to 
develop these syllabuses. They will be then distributed to the teachers. 

Mr. Yates. To the teacher? 

Mr. Ke.ty. Yes. 

Mr. Yares. Upon request, or how do you distribute them ? 

Mr. Ketry. They will be distributed by the scientific societies and 
by the educational societies. 
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Mr. Yates. Suppose the high school does not have a chapter that 
is part of your national association; how do they go about getting 
them ¢ 

Mr. Ketiy. We have several programs to take care of those schools 
which are more isolated than the others. These are the programs of 
visiting scientists, for example. 

When the scientists do visit these localities, and if the teacher is 
really interested, there are places where the teacher can go. 

Mr. Yares. Are the syllabuses distributed without charge to the 
high school teachers ¢ 

Mr. Ketiy. Yes, sir. We do not have the syllabuses yet. 

Mr. Yates. It is proposed ¢ 

Mr. Ketiy. Yes. 

Mr. Yares. You really have a Federal aid for education course, 
have you not, in the field of sciences / 

Mr. Tuomas. Not according to Dr. Bronk. 

Mr. Yares. I was asking Mr. Kelly. 

Mr. Keviy. This is Federal aid to the scientist to stimulate him 
through the subject matter of science. 

Mr. Yares. Call it a rose by any other name. 

Mr. WarermMaNn. But this is not furnishing direct aid to the schools, 
you see. This is providing aid which will be of assistance to teachers 
and stimulation to students which will then be available to them 
rather than giving money to the schools. 

Mr. Yares. I think it is a very good program. I was not criti- 
cizing really. 


Mr. Waterman. In that sense, it is not a national program. 

Mr. THomas. You can still call it education, though, can you not? 

Mr. Yares. I would think if it is connected with teaching, it has 
some pertinency to education. 

Mr. Prituirs. Not necessarily, if it is in the high schools. 


LOYALTY AND SECURITY CONSIDERATIONS IN GRANTING OF 
FELLOWSHIPS 


Mr. Yares. I have read your fifth annual report and reading the 
chapter on loyalty and security considerations, I noticed that your 
tests are that the Foundation will not give or continue a grant in 
support of research for one who is— 


an avowed Communist or anyone established as being a Communist by a judi 
cial proceeding, or by an unappealed determination by the Attorney Genera! 
or the Subversive Activities Control Board pursuant to the Subversive Activi- 
ties Control Act of 1950, or anyone who avowedly advocates change in the 
United States Government by other than constitutional means, or, two, an 
individual who has been convicted of sabotage, espionage, sedition, subversive 
activity under the Smith Act, or a similar crime involving the Nation’s security. 

Do you run into any problems under the loyalty or security pro- 
vram at all? 

Mr. Waterman. We have not yet. 

Mr. Yares. The test that you use, I notice, is one that has been 
accepted based upon the one sponsored by the American Association 
for the Advancement of Science. 

Mr. Waterman. It was the other way around. They endorsed our 
position. 

Mr.:Y artes. I see. 
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Dr. Bronk may care to speak about this. 

Have you been subject to criticism as a result of the fact that it 
is not more comprehensive ¢ 

Mr. Bronk. In view of the fact that this is ek outside the 
field of security, I am not aware of any criticism of the Foundation’s 
position. 

Mr. Yares. I notice on the International Geophysical Year portion 
of your report, that: “It is contemplated that IGY is going to ask 
us for more funds;” is that correct ? 

Mr. Warerman. That is correct. This would be a supplemental 
budget for this year. This would be, I do not know exactly when but 
fairly soon I think. 

The chief item in this is to cover the earth satellite plans for which 
were developed this last summer. The plans are well along on that 
and a number of announcements have been made about it which tell 
what the character of the program is. It is the chief item in the 
supplemental program. 


AREAS OF BIOLOGICAL STUDY 


Mr. Yarrs. For my own education, and in response really to some 
criticisms that were addressed last year by our chairman to the many 
projects in biology that the National Science Foundation had invested 
in, can you for the record describe the various biological fields ? 

Mr. Waterman. Yes. We have a particular nomenclature. 

Mr. Yares. In other words, there is more to biology than just the 
word “biology”? 

Mr. Waterman. Very much so. 

Mr. Yates. That encompasses the generic field, but what are the 
special ones ? 

Mr. WarterMAN. The ones listed in the breakdown of our program 
are in the anthropological field, developmental biology, environmental, 
and so forth. 

Mr. Yares. Is each of those a separate field ? 

Mr. Waterman. No. These are not the traditional names, but we 
find them convenient. 

In ordinary terms they include the study of the physiology of the 
body, of course, the study of genetics, the study of enzymes, the regu- 
lators of the body. and the study of hormones which are concerned 
with growth, also studies about the nervous system, and so on. 

One of the important fields at the present time is that of biochem- 
istry, and the structure of large and complicated molecules such as 
proteins. All of these are very active fields and we have classified 
them in this way as being somewhat more descriptive of each of the 
fields for our purposes. 

Would you care to add to that Dr. Bronk ? 

Mr. Bronx. No, I think that is a fair statement. I personally 
would be glad to get rid of all these terms, but the scientists are like 
worms and they liked to get down into holes and feel that they are 
surrounded by a categorical shell. 

For instance, this description of developmental biology, well, this 
is the development of cells, normal cells, and how they get abnormal. 

Mr. Yates. Dr. Waterman, I was reading your test on—What did 
you call it in your report ?’—well, your test undertaken by Fduca- 
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tional Testing Services of Princeton to undertake the testing of these 
people. I read those pages and I got the impression that the test 
resulted in not very much. | 

Did you get the same impression ? 

Mr. WarerMAN. It was not as positive as we would have liked. 
They did their best and the conclusions are, of course, the kind of 
thing we need to know in trying to get at aptitudes for science. 

Mr. Yares. I can see the reason for trying to undertake the tests 
but I did not get the impression that it was a successful one. 

Mr. WaterMAN. It was helpful on that. 

Mr. Gross. Is it not a type of gross screening ? 

Mr. Kexiy. We should not boast that we know what motivates 
people at a particular point in their career. 

Mr. Yates. As I read your pages, I did not think I got it. I won- 
der how much it costs for a test like that. 

Mr. Kewiy. $25,000, or something like that. 

Mr. WarTerMAN. One feels the need to go into this, and then the 
question is: 

Do youngsters of that age give you the answers you want? All 
those things have to be known before you can be certain of results. 

Mr. Yates. If you can find some way of making the physical sci- 
ences of mathematics more attractive to high-school students, you will 
have accomplished a lot. 


FUNDS REQUESTED OF BUREAU OF THE BUDGET 


Mr. Evins. Will you tell the committee how your budget submit- 
ted to the Budget Bureau compares to the one that was presented to 
this committee ¢ 

Mr. Rozrnson. We had a total of $58 million in the budget sub- 
mitted to the Bureau of the Budget. 

Mr. Evins. $58 million requested of the Bureau of the Budget? 

Mr. Roptnson. Yes. For example we had asked for all of the $3.7 
million required for the American Astronomical Observatory to be 
provided in 1957. Advance funding for years beyond 1957 was taken 
out there and we are asking for only that which we require in 1957. 
There were some other facilities of that nature where we had asked for 
money to carry it through to its completion. 

Mr. Evins. You were treated very nicely ? 

Mr. Rosrnson. Relatively so; yes. 

Mr. WaterMAN. There was that major difference that in facilities— 
we tried to get funds to carry them through to completion. 


HIGH SCHOOL SCIENCE TEACHERS’ SUPPLEMENTARY TRAINING PROGRAM 


Mr. Evins. Could you use $10 million instead of $3 million for the 
high school teacher training program at this time? 

Mr. Waterman. I believe we could. 

Mr. Evrns. In the fiscal year 1957? 

Mr. WaterMaAN. I believe so; do you not think so, Dr. Kelly ? 

Mr. Ketxiy. Ultimately. One of the programs that we are most en- 
thusiastic about is this summer program, the free time of the teachers 
during the summer, which we could and probably should exploit to 
the limit of expanding the summer institute program in such a way 
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that we can do three things: One, to increase their subject matter 
knowledge of the science, make them feel a part of the community of 
science, getting better relationships between the high schools and col- 
leges and then, in addition, to increase their yearly salary in keeping 
with their monthly salary so they will not have to go out tending 
gasoline stations during the summer. So that we could expand this 
program. 

Mr. Evins. In other words, the Foundation is staffed and ready to 
move if it has the funds to go forward ? 

Mr. WaTerMan. Yes. 

Mr. Gross. This latter point is extremely important, that the aver- 
age high school science teacher is working at things that do not con- 
tribute to his professional knowledge. If we can keep him at this and 
refresh him and at the same time bring up his interest in the subject, 
it would move him in the direction you were interested in. 


RESEARCH FELLOWSHIP PROGRAM 


Mr. Evins. Could you tell the committee the number of students 
on research fellowships who are participating in your overall program, 
in round figures / 

Mr. WarerMaAN. Last year there were 1,700 graduate students who 
worked on research grants. This is outside the fellowships. 

Mr. Evins. I want to include the fellowships. 

Mr. Warrerman. Including the fellowships, well, about 2,500 all 
told. 

Mr. Evins. How many colleges or universities or other institutions 
are cooperating with your research and fellowship programs ? 

Mr. Waterman. We have about 250 colleges, universities and other 
institutions that we gave research grants to last year and the number 
of colleges to which fellowship students go has come up, and we 
agreed to give you that answer. It is a large number. 

Of course, the graduate fellows go to the university of their choice. 


BASIS OF REQUEST FOR RESEARCH PROJECTS 


Mr. Bouanp. I notice, Doctor, that the grants for support of re- 
search projects are split down the middle between biological and medi- 
cal, and mathematical and physics / 

Mr. Waterman. That is right. 

Mr. Botanp. Where is the greatest lack of scientists of the type we 
need to combat the efficiency or training the Russians are giving? In 
which particular field, biological, and medical or mathematical and 
physical engineering sciences ¢ 

Mr. WatTerMAN. Largely in certain of the mathematical, physical, 
and engineering sciences. This is where the pinch comes—in electron- 
ics, in aeronautics and aeronautical engineering, in applied mathe- 
matics and physics, and especially in solid state physics and nuclear 
physics. 

Mr. Botanp. How did you arrive at this figure of $11 million for 
biological and medical and $11 million for the other program ? 

Mr. WaTerMAN. We have all considered this very carefully and the 
Board has given it special attention. It is not an easy problem to 
decide whether the biological sciences should receive more attention 
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than the physical sciences. However, other agencies, like Atomic 
Energy Commission and Defense, have been supporting the physical 
sciences whereas the National Institutes of Health has been supporting 
the biological side. 

We thought we should make an equal division between the two. 
Thus far, measured by the number of applications we get, this is about 
right. We get about as many applications in one as the other. 


‘Mr. Botan. That is good. 
HIGH SCHOOL SCIENCE TEACHERS’ SUPPLEMENTARY TRAINING PROGRAM 


1956 is the first year for the high school science teachers’ training 
program ¢ 

Mr. Waterman. Yes. 

Mr. Botanp. How many teachers are in training now’ You have 
{wo universities in the program, Oklahoma and Wisconsin. 

Mr. WarerMAN. It will not be started until the next academic year. 
They are making their plans now and we expect 50 students each. 

Mr. Botanp. If this item were increased from 3 to 10 million dollars 
would it not present a problem to the local high schools as the program 
would be taking teachers away who would be needed back home? 

Mr. WarterMANn. That is one thing that has to be reckoned with, of 
course. 

Mr. Ketty. It is less than 1 percent of the high school teachers that 
would be involved in these 10 year-long institutes. 

Mr. Boxtanp. If the amount were increased to $10 million, what 
would be the percentage ? 

Mr. Ketxy. That would be something around 2 percent. 

Mr. Gross. Was not Dr. Waterman’s reply as to the ability to use 
$10 million on the basis of a 3-year program § 

Mr. WarrerMAN. Yes. 

Mr. Gross. I doubt whether the Foundation could take $10 million 
over the next year and wisely spend it. However, over a 3-year 
period, we could do it. 

Mr. Waterman. That is quite right. 

Mr. Ketxy. That is for that particular program, the year-long in- 
stitute. 

Mr. Gross. The summer, however, is a different question, and that 
could be expanded very markedly. 

Mr. Tuomas. What is your best guess as to what you could use on 
the summer program, and the year-long programs. 

Mr. Gross. I hesitate, but I should think on these figures here you 
have a ratio of $3 million for the present program we are talking 
about, and this would have the effect of stepping it up 3 times to $10 
million over 3 years. 

Mr. WarerMAN. That is quite feasible, I think. 

Mr. Gross. I think you could apply the same ratio and still be 
sound, $3 million or something of that sort per year on the summer 
program. 

Mr. Waterman. I should think so. 

Mr. Kexiy. It would be my guess. 

Mr. Gross. This is a great need; no doubt about that. 
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Mr. Tuomas. I am not clear on that point. As it is, you have less 
than 100 teachers. You are going to step this up and have 200 more? 

Mr. Gross. 1,200 ultimately. 

Mr. Tuomas. I am talking about the next fiscal year with the way 
your budget stands now, you would be giving some type of training 
to about 300 high-school teachers, which is not a drop in the bucket. 

Mr. WATERMAN. Yes. 

Mr. Tuomas. The question is, How many universities can you get 
in line where they can get a program going, and how many can they 
train over and above what you have set out in your 1957 budget ? 

Mr. Waterman. Based on the inquiries that we have, I should think 
we could raise this from 3 to 10, and give them the year. 

Mr. Bronk. I think this is going to have a lot of effect in setting 
the pattern that the others will follow. 

I cited the instance here this morning that the University of Penn- 
sylvania is going to have a high-school teachers’ training program in 
the sciences there on their own. In the Pittsburgh area, having seen 
what has happened here in Washington, they are going into it. 

So what we are doing is putting out seed corn that, if we get a good 
crop of corn, a lot of other people will start to plant. 

Mr. Tuomas. Dr. Waterman, when you and your group get back to 
the office, send us a little note in the mail tomorrow on this, please. 

Mr. Waterman. All right, sir. 

Mr. Gross. Mr. Thomas, I think the limit is not anywhere in the 
area of just multiplying these figures by three. 

Mr. Tuomas. As I indicated this morning, we realize that it is one 
thing to say that you are going to get X number of teachers to go to 
school, but it is another thing to say you will have that university 

repared to receive them. Your bottleneck will be in the universities. 

t is not the number of teachers. Instead of 300, you can get 10,000 
or 15,000. It is a question of having facilities available. 

Mr. Gross. There is a good point I might mention in passing, and 
that is that the enrollment in summer schools all over the country has 
been on a decline, a substantial decline, until this past year. It is 
about evened out and beginning to come up. 

The housing capacities and facilities are there and they are not 
using them in the summer schools of the universities. 

Mr. Tuomas. It would be a good year to hit it heavy then. 

You give us some information on that in black and white. 

Mr. Pures. I am not sure I understood completely this last part 
of the discussion. Are you suggesting, as I would, that they indicate 
which they consider to be expenditures of the greatest urgency, and 
those that would produce the most good in the shortest possible time; 
that is, I would agree, Mr. Thomas and Mr. Boland and Mr. Yates 
and Mr. Evins, that the education of high school teachers should come 
ahead of everybody else. I was going to bring that out in my ques- 
tioning. I take it that what you want them to do, if I understand it, 
is to give you a memorandum of the amount of money they could use 


advantageously for that purpose, considering the difficulty of sorting 


out the applications and the questions of whether the universities are 
equipped to take care of them, and so forth, and then to tell you where 
in the other parts of the budget the agency would like the money 
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transferred from as being of lesser emergency than what we are talk- 
ing about now? Am I right! 
Mr. Tuomas. It makes a lot of sense. 


RUSSIAN SCIENTIFIC KNOWLEDGE 


Mr. Puix.irs, Let me turn back to Dr. Bronk’s testimony. The 
record will show just what you said, and I am not trying to misquote 
you because there is no criticism here, but you said something to the 
effect that you were astonished at the advances or the widespread 
scientific knowledge of the Russians. You remember that was in your 
preliminary statement ? 

You said you were abroad and were astonished by what you saw 
at Geneva ? 

What astonishes me is that you should be astonished. Forty-five 
years ago you were probably just a freshman when I was taking work 
from Alexander Abbott, Saturdays, at the university, but we were 
looking at Russia then as being outstanding in biological chemistry. 
In the rural areas, we got our rust-resistant wheat from the Russians. 
We have always looked on them, with the possible exceptions of physics 
which was of less importance in those days than it is today, as being 
outstanding. 

_ Why were you astonished, therefore, at the advances in Russia? 

Not only have they their own background, which is world recog- 
nized, but have they not also collected and sequestered the German 
scientists since the war? 

Mr. Bronx. As I look back, I agree with you I should not have 


been surprised, but to be truthful I got the impression that because 
of the general attitude and general philosophy, the general spiritual 
quality of Russia being what it was, or lack of ae quality there, 


that you just would not have people who would do things of signifi- 
cance because of the way in which everybody was moving in on them. 

I was surprised that they had done as much as they had. Perhaps 
[ had a certain innate, perhaps it was wishful thinking on my part, 
feeling that they could not do as much as they did. 

Mr. Puttires. Is it not a fact that ever since the revolution, no 
matter what they may have done to the basic population or how much 
they have, shall we say, organized them and controlled them or sup- 
pressed them, is it not a fact that scientists have been given special] 
consideration, the highest salaries, and the medals? 

I do not understand any surprise on your part that they should 
be advanced, especially when they went out around collecting brains 
that we should have collected. 

Mr. Waterman. My feeling is, Mr. Phillips, that the sentiment of 
our scientists was that the Russians, to be sure, had been giving every 
impetus to science but largely on the applied side; that the Govern- 
ment put them to work on defense things and practical matters, and 
we had gradually gotten the impression that they were not keeping 
up with basic research. We felt that they were capable of it but 
perhaps that was the surprise. 

Mr. Bronx. I suppose also the fact that my own particular field, 
we have been away ahead of them and I extrapolated that. 

Mr. Puiuirs. We like to think we stay ahead. 

Mr. WaterMAN. Yes. 





616 


PRESENTDAY EDUCATION METHODS 


Mr. Puiutrs. That leads me to the next line of questioning very 
briefly because I do not want to make any of this long. Most of your 
work is directed to graduate and postgraduate work in the colleges. 

IT am very much in favor of what my chairman is saying about 
getting some improvement in the high-school teachers, and I make 
a simile by saying that I have felt that not the Science Foundation 
alone, but all of us are thinking about a delightful icing on a cake 
that is made with very poor flour. I have never been able to see how 
the present methods of education in the high schools are going to 
produce the material that will maintain our leadership in sciences. 

Now, this may be the prejudice of a man who went to school 40 
or 50 years ago. I graduated from high school 50 years ago this 
year. In my day you could not go to a high school and see students 
in a classroom throwing books around, walking up and down the 
aisles between the desks and shouting at one another across the room, 
and then be told that was a “study period.” 

In my day, if a subject got a little hard for us, especially in the 
sciences, it was not suggested to us by the principal that maybe we 
would like to change to another course; it was suggested that we 
take the book home and work until we got it. I see evidence of the 

resent defects, I do not know whether my colleagues do, in the exam- 
inations for West Point, Annapolis, and the Air Academy. It is 
incredible to me how an examination for one of these, I will not say 
which one, in algebra, which is an exact science either you know 
it or you do not, there is not a single one of the students who gets what 
would be a passing mark in algebra in my day. 

Mr. Bouanp. Thad the same experience. It is amazing. 

Mr. Putures. I had several oF them who got 8, 13, or about those 
marks out of a possible total of 100. To me that is incredible. 

Finally, my comment about their being no relation between high- 
school teaching and education was perhaps a little strong, but you 
see what I meant. There is no training in mental a Well, 
there is no training in any kind of discipline that I have observed. 

There is certainly no training in the mental disciplne that makes 
a scentist; that is what I am worried about. I am not worried about 
the amount of money you are going to get, but where you will get the 
people to spend it on. 

That is the reason why I ask these questions. 

Mr. Tuomas. You are making sense, too. 


PROGRESS OF STUDENTS IN THE EDUCATIONAL SYSTEM 


Mr. Pures. How many students enter high school every year or 
the equivalent grades in any school? How many of those display any 
interest in what might be called science? 

You certainly are not coming before this committee reciting the 
need for scientists without knowing the needs. 

How many enter college and how many graduate? 

What interests me very much, and this gets on a rather delicate field, 
I suppose, is the public-school education holding up to the parochial 
and private schools because, by observation, I do not think it is. It 
seems to me those are extremely important questions and while you 
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will find yourself in hot water, the minute you put out figures on 
the subject, nevertheless, there is a question of whether this money 
we are putting up is getting results. 

Do you have any figures? 

Mr. WarsrmMan. In this book of ours here, very graphically, and 
this by the way comes from authoritative sources. 

, Pues. Page 93, which I think the chairman has put in the 
record ¢ 

Mr. WaterMAN. Yes, sir. This is America’s resources for special- 
ized talent, which was a scholarly work done by the Commission on 
Human Resources in Advanced Training, under the Academy of 
Sciences—Research Council. 

Of every 10 members of an age group which scores appropriately 
for going on to college. Out of 10, 9.8 will enter high school and 9.3 
will graduate. 

Mr. Tuomas. That is high, too. 

Mr. WarerMan. Very high. Only 44 percent will enter college. 
Out of the 10, 4.4 will enter college. 

Mr. Tuomas. What part of that 44 percent is going to graduate 
from college ? 

Mr. Puttirs. Three-quarters of them. 

Mr. WaTeRMAN. 3.5 out of 10 will graduate from college. 

Mr. Puuties. Out of the original 10, 3 graduated from college? 

Mr. Waterman. That is right. 

Mr. Purutes. Well, I am not so sure that I am of the opinion that 
just to get a man through college is the object of education. I think 


a lot of people got through college who would have been better off in 
i 


their later life if they had gone to a trade school. 

How many of these students are kept out of college or out of higher 
training by lack of money? Is there anything on that? 

Mr. WaTERMAN. Yes, we have studied that. 

Dr. Kelly ? 

Mr. Tuomas. Ninety percent of that 6, is it not? 

Mr. Puixuies. I am not so sure. 

Mr. Ketriy. If you would ask them the question directly, half of 
them would say it was because of money only. In looking back at 
this figure, we would say that about 30 percent of high ability people 
do not go on because of financial reasons. 

Mr. Dcnnnies Dr. Gross and Dr. Kelly both seem to think that if 
we supply more money, if the taxpayers put up more money, we will 
get more scientists and better scientists. 

Dr. Bronk, did you ever know of having to work his way through 
college doing any damage to a student ? 

Mr. Bronk. Having paid my own way by being a sports writer for 
the Philadelphia Bulletin, I cannot say that it hurt me. 

Mr. Puiuuirs. Many thought they got more education when they 
faced the need of paying their own way. I am not sure that just 
pouring money into a fund, to take the load off of an improperly 
trained student, is going to get us the scientists to compete writh the 
situation you described in Russia. 

Mr. Tuomas. I think you have something there. 

Mr. Ketity. We completely agree with you. The problem is not 
to get a lot of people through high school and college, the problem is 
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really quality.. We had. considered giving money directly to the stu- 
dents as a scholarship program, and one of the reasons we did not ask 
for it was the reason you outlined.. We want to put our emphasis on 
quality and this is why we emphasize the teacher of science. 

We will improve the quality of the teacher rather than direct sub- 
sidy to the undergraduate. 

Mr. Bouanp. Have you ever thought of giving a direct subsidy? 
Why not take the student who shows some leaning and ability in the 
sciences and who is unable to pay—the 30 percent who do not go to 
college because they do not have the money—why not subsidize that 
student ? : 

Mr. Waterman. The Ford Foundation has done some of this al- 
ready. 

Mr. Puiiuips. I go every year to the Westinghouse display, and that 
is one of the most stimulating things I attend each year. I did not 
think anybody in the schools today was getting enough push to come 
up with the things those students come up with. 

I am curious to know just what sort of training they have had and 
whether they have had it at public or private schools. 

Mr. Bronx. I think in answer to what you said, or at least in com- 
ment on what you said, I think of 2 examples among a limited number 
of secondary schools I know of, 1 a private school and 1 a public school, 
which shows what can be done if you have leadership and get good 

eople. 
Mr. Puts. In the public or private school ? 

Mr. Bronx. Let me take first the private school which is Lawrence- 
ville. The headmaster at Lawrenceville was an assistant professor of 
chemistry at Princeton. When Allan Healy went down to try to 
persuade him to come to Lawrenceville, Hugh Taylor, head of the 
chemistry department, offered to promote Wendell Taylor to an asso- 
ciate professor to hold him at Princeton. But he said, “I think you 
are really interested in teaching and I could not advise you against 
doing it and going to Lawrenceville,” and he went and is doing a per- 
fectly grand job. 

The man who is the head English teacher is so good that he spends 
his summers teaching in the Columbia graduate school during the year 
that he teaches English to the boys at Lawrenceville. That shows 
what you can do in private schools. 

But then I turn to New York City and take the Bronx High School 
of Sciences, which happens to have as its principal a chap named 
Morris Meisner, who is again a dedicated chap of vision, and he is 
doing a perfectly grand job turning out man after man who goes on 
and ultimately ends up with a Ph. D: in science. 

ae — Could you not stop right there with the word “dedi- 
cated”? 

Tn other words, how are we going to produce more teachers like that 
in both public and private schools? 

Mr. WarterMAN. We think if we aim high and try to get high- 
quality students by aiming at the teacher is the best thing todo. The 
teacher is the best motivator and I cannot imagine anything duller for 
a bright boy than to get a dull teacher. 

Mr. Purmurrs. Do not aim too high to get down low where the 
trouble is. 
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Well, you have repeatedly testified before this committe, Dr. Water- 
man, that your objective is basic science; that is you interest ¢ 
Mr. Waterman. Yes. 


UNIVERSITY COMPUTER FACILITIES 


Mr. Puutiirs. I think, as my chairman implied, that maybe you are 
getting over into applied science on this budget. 

I have a note here on page 77. 

Are you paying any of the money for Sperry-Rand research at the 
University of Pennsylv ania or the IBM Corp. research / 

Mr. Waterman. No. These are their own. 

Mr. Puoutiirs, Why do you have that in at all? 

Mr. WATERMAN, This is just to give an example of where machines 
can be used by universities. 

Mr. Puuwuips. What has that to do with your budget / 

Mr. WATERMAN. Just as an illustration that major industrial con- 
cerns are doing this. 

Mr. Puiurps, Are you leading up to the fact that next year you are 
going to ask us for money / 

Mr. WATERMAN. No, sir. 

Mr. Paiturres. You have $800,000 in here. 

Mr. WATERMAN. Our computers would be completely free for the 
unversity departments to use for university research. 

Mr. THomas. No strings / 

Mr. WATERMAN. No strings. 

Mr. Puituirs. What has that to do with basic research? ‘The appli- 


cation of that seems to me to be exactly what you say here, and I quote: 


The IBM Corp. has recently completed negotiations with MIT for the installa- 
tion of one large IBM machine at that institution which will be used to a con- 
siderable extent for the solution of problems of interest to the IBM Corp. 


Mr. Waterman. Exactly. 

Mr. Puiuips. I question why we should put up $800,000 to you to 
help them carry on that research. 

Mr. WaTerRMAN. This is what we would not do. The difference with 
ours would be that the machine would be available for any use the 
university wanted to put it to for research, just like any other piece 
of equipment, like a spectograph for physics. These are things that 
can be very useful to people in the university. If we did it, then the 
time would be completely at the disposal of the university. If an 
industry firm does it, then if the industry firm wants to have its time 
devoted to the industrial uses of the company, or work related to that 
in general, they use it. 

The advantage is, you see, that ours is completely free. 

Mr. Puiuips. I have a feeling, from that one illustration and others 
through here, that maybe you are leaning a little bit off center. You 
had better get Sperry-Rand to give you one of those things that keeps 
you right side up no matter how fast you go. 

Mr. WaterMAN. If they would do it with no strings we would be 
delighted to give it to the university. 
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PERSONAL SERVICES 


Mr. Puiuirs. I have a note here on page 109 about salaries. What 
is that? Did you figure out your average salaries on that‘ You have 
a Staff that is supposed to be figuring ‘out who ought to get help, in 
personal services, and your average salary is $7,200. 

Mr. Waterman. These are for staff in the biological and medical 
sciences division. 

Mr. Puituies. Yes, but you have 29 positions, and the average salary 
is $7,200. 

Mr. Warerman. For the heads of the divisions the excepted 
salary 
Mr. Puixuies. Are these all chiefs? Don’t you have any Indians? 

Mr. Waterman. Each program director is a GS-15. They have 
to be good scientists. 

Mr. Puinurps. Do they not have anybody to type their work after 
they get it figured out ? 

Mr. Waterman. The backbone is the program directors. These 
are the scientists in each field. 

Mr. Pututes. Who types it up after they get it out ? 

Mr. WarermMan. Then there are secretaries. I was starting at the 
top and going down. 

Mr. Poitiers. They are not in the 29? 

Mr. Warerman. Yes, sir, they are there. 

Mr. Putures. How much do they get? 

Mr. Warerman. You see you only need one secretary per program 
in general, and then a secretary to the head of the division. So that 
this is necessarily a highly paid staff because they have to be competent 
scientists in their field. 





DISSEMINATION OF SCIENTIFIC INFORMATION 


Mr. Puinuies. At page 121 I have one note about the dissemination 
of information. How many other agencies are doing this same 
thing? Don’t you get over into the same bed with Smithsonian on 
that ¢ 

Mr. Waterman. I mentioned the center for biological and medical 
information which is supported there by other agencies. The Depart- 
ment of Defense does work within its own area in the three military 
departments. And, of course, each agency has its own way of dealing 
with these scientific information sroblems it handles. What we are 
trying to do is to devise methods i cadianan of information and rapid 
cat aloging, identification, and filing, which will be of use to all. 

To answer your question then eac ch department has its own way of 
dealing with its own problems, but we are dealing with the problem as 
a whole in the hope that new departures will be of interest not only to 
Government agencies but to others. 

Mr. Putuirs. The chairman Mr, Thomas, has covered the matter of 
the Atomic Energy Commission giving you some of their work to 
do. So I won’t need to ask about that. 

I have only one more question, and that is for Mr. Sheppard. 

When you had 170 people and a budget of about $16 million you 
got along all right with 1 controller to come up here and get the 
money from us. Do you think the addition of 31 people and about $4 
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million justifies a controller and a budget officer and how many other 
employees ¢ 

Far be it from me to decry statisticians but I have observed that the 
Veterans’ Administration is now up to about 100 people in their budget 
section. Are you headed in that Sirection t 

Mr. Sueprparp. Once I was complimented on a promotion in another 
agency. And I said that the promotion amounted to a promotion in 
title and not in salary. 

Mr. Putiures. In lieu of salary ¢ 

Mr. Suepparp. And there are exactly the same number of people 
in budget and accounting today as the day I came to work for the 
Foundation some 3 or 4 years ago. 

Mr. Tuomas. They gave you an increase in title. 

Mr. Suepparb. I think this is mainly a shift in title. 

Mr. Robinson has been with us for quite some time, too. 

Mr. Putuies. In my day we did a lot of this work, but we only had 
3 or 4 divisions, as Dr. Bronk will tell you—biology, mathematics, 
physics, chemistry. Now we see words like ecology. I have found 
what I was doing was ecology. I did not know it 40 years ago. 

And what was that new word I learned today? 

Mr. Waterman. Phytotron ? 

Mr. Puuures. Phytotron. What does that mean? 

Mr. Waterman. That is the control laboratory for biological pur- 
poses where one controls all the conditions—radiation, light, and 
heat. 

Mr. Bronx. We call it a gold-plated greenhouse, Mr. Phillips. 

Mr. THomas. Thank you, gentlemen. It is always nice to have 
you. 

Mr. Bronx. I had one thing, Mr. Chairman. 

[ divided up the functions of the Foundation into two important 
categories ; one, training of personnel and the supply of knowledge. 

[ feel I should supplement that by saying that I think that this 
Foundation is unique in that the money it spends in the support of 
research, which makes possible the getting of new knowledge we need 
for industry, for education, and for defense, also makes possible the 
training of new personnel because we support research in the col- 
leges and universities, and I hope some day we will be doing it, to some 
degree, in the secondary schools so that the people whose research we 
support are also able to stay and be teachers, whereas if the Govern- 
ment puts more and more money into the support of research outside 
of universities, outside of the basic area, what. we do is rob the colleges 
and universities of teachers. So we get into a worse fix. 

So the $22.8 million we ask in support of research is also in support 
of the training of more people because we are supporting the research 
of the people who are teachers. 

[ just wanted to get that off my conscience. 

Mr. Tuomas. Yes. I think that it is well to clarify that point. 
Sut it is pretty well documented in the record already that you actual- 
ly trained about 1,700 or 1,800 young scientists last year by your re- 
search program in the colleges. The old professor there had his young 
ones coming in. 

Mr. Bronx. That is correct. 

Mr. THomas. It was nice of you gentlemen to come. We are glad 
to have you. | 
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Turspay, JANUARY 31, 1956. 


GENERAL SERVICES ADMINISTRATION 
WITNESSES 


EDMUND F. MANSURE, ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

M. H. ELLIOTT, GENERAL COUNSEL 

W. P. TURPIN, ASSISTANT COMPTROLLER, BUDGET 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

P. C. JUMONVILLE, CHIEF, ESTIMATES AND ANALYSIS 


Mr. Tuomas. The committee will please come to order. 

We have with us this morning the General Services Administration. 
It is nice to have this distinguished group of public servants back 
with us again so ably represented by Mr. Mansure, the Administra- 
tor, along with his staff. 

Mr. Administrator, do you have a statement for us? If so, we will 
be delighted to hear from you. You always have a good statement 
and I am sure you will not disappoint us this time. 


GENERAL STATEMENT 


Mr. Mansvure. Mr. Chairman and gentlemen, we appreciate very 
much the warm and enthusiastic welcome we receive each time we 
appear before this committee. My statement is brief, but there are 
several important items I would like to cover, if I may. 

We have looked forward to this meeting with this committee to 
explain our program and estimates for 1957. 

Our budget justifications have been submitted to the committee. 
It sets forth our program and estimates, together with considerable 
data supporting them. However, a few general observations will 
bring the whole picture into focus. 

The budget for 1957, presented by the President on January 16, 
includes 14 items for GSA which total $221,624,000. This compares 
to + tala for 1956, or a reduction of over half a million dollars 
in 1957. 

No request is made for additional funds for stockpiling for which 
$548 million was provided in 1956. Since that appropriation was 
made, general economic conditions have caused the Office of Defense 
Mobilization to revise the 1956 procurement directives downward and 
to prescribe a moderate rate of procurement for 1957. Consequently, 
funds already available are adequate to finance this program in 1957. 

For the basic operations of GSA—that is, the management of real 
property, personal property records, transportation, utilities, and 
related services—the 1957 estimates include an increase of $10.5 mil- 
lion or 6.8 percent over 1956. This will enable us to: 

(1) Provide minimum services to meet requirements of other 
agencies, 

(2) Finance certain recurring services for which we received re- 
imbursement in 1956, and 

(3) Make a modest advance toward the objectives contemplated by 
the Federal Property and Administrative Services Act. 
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Our inability to meet these objectives more rapidly was the subject 
of several reports by the second Hoover Commission. 

In the general area of construction and improvement of buildings, 
a net increase of $5 million is requested. This is the result of increases 
and decreases in several items. 

The estimates include $20 million for initiating a nationwide pro- 
gram of air-conditioning of Government-owned buildings which was 
discussed with the committee last year. $4 million is requested 
for a new program to alter and extend selected buildings outside the 
District of Columbia. This will solve local space problems at less 
expense than by straight leasing or lease-purchase contracts, and will 
correct unsatisfactory conditions at three Public Health hospitals. 

On the other hand there are reductions in such items as the lease- 
purchase program and the Hospital Center for the District of 
Columbia, 

One item for which there was no counterpart last year is for $10 
million increase in the capital of the general supply fund. The in- 
creased volume of our supply operation necessitates greater capital 
to keep the fund liquid and still make timely payments to our vendors, 
This will increase the appropriated capital of the fund to $54 million, 
substantially below the $150 million authorized. 

In conclusion, we believe that careful examination of each program 
by the committee will disclose that each estimate reflects thoughtful 
planning and an earnest endeavor to produce minimum adequate serv- 
ices to the Government at the lowest cost. 

Mr. Tuomas. That is a very nice statement, and very much to the 
point. 

Mr. Mansvre. Thank you. 

Mr. Tuomas. Have you a new Commissioner of Public Buildings? 

Mr. Mansvre. No, sir; not yet. But we have the heads of each of 
the divisions here and they are ready to report to the committee. 


TOTAL FUNDS AVAILABLE TO GSA 


Mr. Tuomas. I think by way of supplement to your general state 
ment, showing half a billion dollars decrease in your appropriation 
for 1957 below 1956, it might be well to insert this general statement 
at the bottom of page3 inthe record. Itsays: 

Magnitude of operations of GSA is not reflected by annual appropriations, as 
substantial financing comes from allocations transfers and reimbursements from 
other agencies. For example, although the direct appropriation for 1956 totals 
737,658,000, funds available on December 1, 1955, actually totaled $2,969,534,505, 
as summarized on the following page. 

Briefly, where is the difference? What makes up the difference 
between the funds actually available and the appropriated funds, 
without putting this long table in here ? 

Mr. Meptey. Mr. Chairman, first-—— 


DEFENSE PRODUCTION ACT BORROWING AUTHORITY 


Mr. Tuomas. The big item is about a billion and a half dollars for 
defense borrowing authority ? 
Mr. Meptey. That is correct, sir. 
Mr. Tuomas. For what do you use that fund ? 
72350—56—pt. 1——-40 
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Mr. Meptry. That fund is used to cover the programs authorized 
under the Defense Production Act and which are certified to GSA by 
the Director of the Office of Defense Mobilization. They cover spe- 
cifically the expansion of many raw materials, machine-tool program, 
and things of that nature where the Office of Defense Mobilization 
determines that the productive capacity of the country is insufficient. 

Mr. Tuomas. How is that financed? By direct appropriation or 
by Treasury authorization / 

Mr. Meptey. Treasury authorization, Mr. Chairman. Section 304 
(b) of the Defense Production Act which, I believe, authorized the 
borrowing from the Treasury up to $2.1 billion. 

Mr. Tuomas. This is just another good example of where the Con- 
gress has lost control of the purse strings to the extent of $1,400 mil- 
lion. They gave it up in the form of a Treasury authorization and 
when these funds are needed, or are used, they are made available to 
the executive branch of the Government without any congressional 
approval. Is that correct? 

Mr. Meptey. That would be, yes, sir, one logical version to place 
on it. I might add, Mr. Chairman, that the funds for this purpose 
are not included in the GSA portion of the printed budget, but in- 
stead are included under “Funds appropriated to the President,” and 
shown as allocations to GSA. 

Mr. Tuomas. That is correct. What items come within that cate- 
gory ? 

Mr. Meptey. You mean, for example, some of the programs that 
are used ? 

Mr. Tuomas. Yes; that’s right. 

Mr. Meptry. Aluminum expansion programs whereby the Gov- 
ernment underwrote the expansion of the aluminum industry. 

Mr. THomas. How many dollars and cents was that? Give us sort 
of a bird’s eye view of it right quick. 

Mr. Meptey. Mr. Chairman, we did not anticipate that that would 
come up this morning. I would like to say this, that if it pleases the 
committee, these programs are closely allied to the stockpile program 
and at the time we go into the stockpile program we would be very 
happy to discuss all phases of the Defense Production Act program 
as well. 

Mr. Mansvre. We will have tables for the committee. 

Mr. Meptry. That is right, sir. 

Mr. Tuomas. You would be better prepared at that time than you 
are now ? 

Mr. Mansvre. That is scheduled for Wednesday or Thursday. 

Mr. Tuomas. What are the other items—without going into the 
details—of it? One is aluminum expansion. 

Mr. Mepiry. Nickel is one; titanium is another; copper; tungsten. 
You might say that the so-called six commodities covered by Public 
Law 206, I believe it is, more commonly known as the domestic pur- 
chase programs which include tungsten, mica; there are about three 
others. These funds finance those programs. 

Mr. Tuomas. Is copper and tin included in there? 
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Mr. Mansvre. Tin would not be domestic. It would have to be 
domestic. 

Mr. Tuomas. There is some copper and some tin; is there not? 

Mr. Mepiry. Not in the program, the purchase program; no, sir. 

Mr. Tuomas. Be prepared when we get to that activity to show what 
that $1 billion, practically $1.5 billion, was used for. 

Mr. Mansure. We will have that available. 

Mr. Meprey. Tungsten, chromite, mica, asbestos, beryllium, colum- 
bium, and titanium are the six covered by Public Law 206. 

Mr. THomas. What part of that billion dollars goes to those six 
metals ¢ 

Mr. Meptey. We will be prepared to supply that information for 
you, Mr. Chairman. 

' Mr. Tnomas. Are there any particular items that go to make up 
the facilities as well as procurement of those six items? 

Mr. Meptry. Yes; there is an item in there; there are items in there 
for copper and tin, the tin being the purchase of the production for the 
tin smelter down in Texas. 

Mr. Tuomas. How about copper? Is that for facilities ? 

Mr. Mepury. Part of that is facilities. Part of it is also so-called 
maintenance and production contracts which have been substantially 
run in their course. 

Mr. Tuomas. Are there any other items to go to make up the billion 
and a half without going into the details? 

Mr. Meptey. I believe there would be some other items, Mr. Chair- 
man. We will have the full details for you. 


ORGANIZATIONAL STRUCTURE OF GSA 


Mr. Tuomas. This paragraph is worthy of repetition. “GSA op- 
erations break down into five major areas. Although interrelated, 
each involves a different physical property or area of technical special- 
ization. Under authority of section 106 of the Federal Property Act, 
the Administrator has grouped these operations under five services: 
real property under the Public Buildings Service; personal property 
under the Federal Supply Service; archival and records under the 
National Archives and Records Service; transportation and public 
utilities under the Transportation and Publié Utilities Service; and 
stockpiling of strategic materials under the Emergency Procurement 
Service, 

“Responsibility for administrative operations is delegated to heads 
of appropriate staff offices. Supervisory responsibility for respective 
program operations is delegated to heads of services and operational 
responsibility is delegated to regional directors for program per- 
formed in respective geographical areas.” 

That is pretty terse and very much to the point. 

At this point in the record, Mr. Reporter, will you please insert the 
table on page 7? 
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(The table referred to is as follows:) 


COMPARISON OF 1956 AND 1957 FUNDS 


Budget estimates for 1957 


Estimates, Comparable, 











Short title 1957 | 1956 1 Change 

1. Operating expenses, PBS _- _......-.--------, $128, 598,000 | $116, 148, 200 |+$12, 449, 800 
2. Repair, improvement, and equipment. s 44,138,000 | 26,150,000 | +17, 988, 000 
3. Sites and planning, purchase contracts---------_------ % 5,000,000 | 18, 975,000 | —13, 975, 000 
4. Payments, purchase contracts _- 237, 000 | .- at +237, 000 
5. Hospital facilities in District of Columbia + iquidation « of 

contract authorization) -- i 5, 300, 000 9, 700, 000 — 4, 400, 000 
6. Operating expenses, FSS__-__- eames ’ 4, 028, 000 3, 371, 300 +656, 700 
7. Expenses, GSF_ as ee Saha 15, 344,000 | 13,677, 800 +1, 666, 200 
8. General supply fund ‘(capit: | <a os . 10, 000, 000 | _- | +10, 000, 000 
9. Operating expenses, NARS_____- ‘ Bee 6, 977, 000 6, 498, 300 | +478, 700 
10. Survey of Government records. - -- - - waeece ane 200, 000 | __- ae +200, 000 
il. Operating expenses, TPUS a 1, 407, 000 “1, 137, 100 +269, 900 
12. Salaries and expenses, Office of Administrator * ; 395, 000 | 378, 000 | +17, 000 

Subtotal. __--- ‘ 221, 624, 000 196, 035, 700 | +25, 588, 300 
13. Strategic and critical materials_- ; 0 548, 470,000 | —548, 470, 000 
14. Abaca fiber program (limitation) (7, 500} | (125, oar = —8, 000 

Titel Te) « 45% 6ib<a5 = 221, 624, 000 | 744, 505, — 522, 881, 700 


! Includes supplement: als and/or transfers and propose d supplementals due to pay increases. 
2 Remainder of former “Administrative operations” item distributed among 1, 6, 7, 9, 11, and 13. 


CONSOLIDATION OF REPAIR ITEMS 


Mr. Tuomas. It shows the budget estimates for 1957 and the com- 
parable 1956 and the changes. You have a total estimate under some 
13 or 14 programs of $221, 624,000 which is a decrease of $522,881,700. 
As it has been pointed out, the main decrease is in item 13 for strategic 
and critical materials which is a decrease of $548,470,000 for 1957 
under 1956, but you have some plus items in the budget. You have 


$12 million, roughly $1214 million in operating expenses, PBS. Of 


course in operating expenses of Public Building Service, your big 
amount is your rent bill inside and outside the District of Columbia. 
Why in the world you want to keep on carrying in that item alterations 
to buildings inside the District of Columbia, T cannot figure out. We 
mentioned it last year and now we are doing it again. It has no busi- 
ness in there. The big item is rent. 

You may just as well put repair and alterations outside the District 
and do it right if you are going to commingle the two items. 


OTHER INCREASES IN ESTIMATES 


You also have an increase of almost $16 million for repair, improve- 
ment, and equipment outside the District of Columbia. Then you have 
almost $14 million decrease in sites and planning, purchase con- 
tracts. That is for lease-purchase. You have a plus $10 million in 
your general supply fund. The Administrator just commented on 
that. That is for increasing the capital stock for the fund from 
what figure to what figure ? 

Mr. Mansvure. From forty-four to fifty-four million dollars. 

Mr. Tuomas. And you have a total authorization of $150 million? 

Mr. Mansvre. That is right, sir. Need for increased capital is due 
to increase in business. 
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Mr. Tuomas. That fund is doing a lot of business, is it not? 

Mr. Mansure. Yes, sir; 45 percent more from the military than a 
year ago. 

Mr. Tuomas. I think we might, while we are touching that, read 
this language into the record, talking about working c apital : 


Increases in operating programs initially financed through the general supply 
fund necessitate additional appropriated capital to keep the fund liquid and 
permit timely payments to vendors. The requested $10 million will increase 
appropriated capital to $54 million, well within the $150 million authorized by 
Public Law 522, 82d Congress. 


What is going to be your total sales through that fund for the year ? 

Mr. Mansure. We will have those estimates when we have the 
Federal supply people here. 

Mr. Tuomas. We will get to it in detail later. It shows that you 
are turning that stock 214, ‘maybe 3, times a year? 


Mr. Mansvre. Three times; we are shooting for four. 


Mr. Tuomas. Roughly, it is going to be about three times your 
capitalization, 
HIGHLIGHTS OF 1957 BUDGET 


Mr. Reporter, | wonder if you will insert pages 8 and 9? 
(Pp. 8 and 9 are as follows :) 


HIGHLIGHTS OF ESTIMATES FOR 1957 
General 


Appropriations in the annual act finance basic services which GSA is required 
by law to provide for its customer agencies. GSA is responsible for establishing 
economical standards of services and for providing such services economically 
and efficiently. However, it has no control over extent or magnitude of other 
agencies’ programs which determine quantity of services that need to be provided. 
\t the same time, the quantity and quality of services which GSA can provide 
is limited by appropriations made to finance service operations. 

Thus, GSA finds itself between two forces over which it has no control: (1) 
Requests by customer agencies for services to meet their needs; and (2) limita- 
tion on capacity of GSA to provide those services by appropriations which 
linance them. Efficiency in operations in the executive establishment will be 
impaired and potential economies sacrificed if these two forces are not kept 
in balance. 


In summary 


Budget for 1957 includes estimates of direct appropriations for GSA totaling 
$221,624,000. This is $522,881,700 less than comparable funds provided for the 
same items for 1956. 

Generally, appropriations requested for 1957 will provide the following: 

1. Basic operations.—Estimates for basic operations in 1957 for real property, 
personal property, records, transportation and utilities management, and services 
related thereto reflect increase of $10,516,700 (6.8 percent) over comparable 
amount available for 1956. This increase is geared to minimum service require- 
ments of other agencies and limited advances toward governmentwide improve- 
ment objectives contemplated by Federal Property and Administrative Services 
Act, as amended. Failure to achieve many of these objectives more rapidly was 
pointed out in several reports of the Second Hoover Commission. 

2. Building construction and improvements.—Estimates for 1957 for better- 
ment of buildings under custody of GSA, acquisition of buildings by purchase 
contracts, and alleviation of private hospital situation in District of Columbia 
total approximately $45 million, or a net increase of about $5 million (12.4 
percent) over funds available for these purposes in 1956. Included in 1957 esti- 
mates is $20 million for initiating a program of permanent air conditioning of 
buildings in areas where warranted by climatic conditions. Also included is 
S4 million for a new program to alter and- extend selected buildings outside 
District of Columbia, which will solve some local space problems at less expense 
than by straight leasing or by lease-purchase method and will alleviate unsatis- 
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factory conditions at 3 PHS hospitals. Increases for these items are partially 
offset by combined decreases of about $19 million in estimates for lease-purchase 
contracts, the hospital project, and temporary air conditioning for selected 
courts facilities. 

3. Stockpiling.—General economic conditions during 1956 caused the Office 
of Defense Mobilization to revise procurement directives downward during that 
year and to provide for a more moderate procurement rate for both 1956 and 
1957. Consequently, funds presently available are adequate to finance the pro- 
grams for both years. 

4. Working capital—tIncreases in operating programs initially financed 
through the general supply fund necessitate additional appropriated capital to 
keep the fund liquid and permit timely payments to vendors. The requested 
$10 million will increase appropriated capital to $54 million, well within the 
$150 million authorized by Public Law 522, 82d Congress. 


Mr. Tuomas. That was a good, clear statement and it is well put 
and to the point. 


SAVINGS AND ECONOMIES DURING 1955 


We might put in pages 12 through 17, too. 
(The justification is as follows :) 


ESTIMATES OF APPROPRIATIONS, 1957 
SAVINGS AND ECONOMIES EFFECTED DURING 1955 


Substantial economies and benefits to the Government have resulted from 
activities of General Services Administration in performance of its functions 
under the Federal Property and Administrative Services Act of 1949, as amended. 
Many economies resulted from activities that had been centralized within GSA, 
such as centralized procurement operations. Additional economies developed 
from the broad supervisory responsibilities of GSA over property or records 
management functions in Federal agencies. 

Recurring savings achieved by GSA and reported in prior years have been 
excluded from this statement, and estimates of savings to be made in future years 
also have been omitted. 

The statement is confined to reported economies. In some cases there have 
been changes in activities within programs from year to year as well as changes 
in methods found appropriate in measuring the economies. Consequently com- 
parisons are not always appropriate either in total dollar benefits or with prior 
year’s achievements. 


A. Economies totaling $168.7 million reported for personal property management 


(1) Purchase and stores.—Price economies achieved in 1955, resulting from 
procurement operations and use of GSA facilities for storage and issue, amounted 
to $82.3 million, including the Federal supply schedule program, stores operations, 
and direct deliveries. 

(a) Government agencies obtained an estimated $308.9 million of goods and 
services from suppliers under contracts executed under the Federal supply sched- 
ule program. This volume compared with $275.4 million in 1954. Estimated 
benefits due to lower prices of supplies and services purchased by agencies under 
this program amounted to $36.8 million in 1955 based on assumption that agencies 
individually would have purchased same goods and services in same aggregate 
quantities. No estimate is included for savings and administrative costs of other 
agencies resulting from GSA centralization of specification preparation, adver- 
tising for bids, and awarding of contracts. 

(b) Benefits to the Government as a result of price economies achieved by use 
of GSA stores facilities to fill procurement orders amounted to $34 million on com- 
mon-use issues totaling $75.9 million. This volume of sales required handling of 
350,180 short tons of material and processing 2,440,130 line items on invoices. 

The 1955 volume of procurement performed through stores depots is the highest 
annual rate attained, and compares with $52.8 million of sales in 1954. This 44- 
percent increase primarily reflects increased supply support to the military. 

(c) Items purchased by GSA for direct delivery to Government agencies 
resulted in price economies amounting to $11.5 million on $51.8 million of agency 
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purchases. This procurement includes such items as motor vehicles, refrigera- 
tors, fuel, and miscellaneous supplies and services purchased by GSA on request 
of, or under agreement with, other agencies. 

(2) Personal property utilization and disposal_—Personal property having ac- 
quisition cost of $809.4 million was available to GSA for transfer as excess 
among Government agencies. This amount was greater than in any previous 
year under GSA operation and compares with $764.8 million in 1954. 

Of the property acted upon, $71.1 million was utilized through transfers from 
owning agencies to other Federal agencies. This precluded procurement of new 
property from commercial sources, often at much higher current prices, saving 
the Government an amount equal to original cost of the transferred property. 
GSA: used more than $0.7 million of this amount for redistribution through its 
stores depots. Remaining transfers were effected largely through direct con- 
tinuous personal contact and liaison with other Federal agencies by GSA per- 
sonnel. Substantial additional transfers were made directly between agencies 
under GSA regulations. Intangible savings also resulted because of reduced 
delivery time and paperwork. 

A few examples of utilization transfers are summarized to indicate diversity 
of property involved. 

(a) Property valued at over $2.7 million acquisition cost was transferred 
to International Cooperation Administration for use in foreign areas. Included 
were sewing machines, construction equipment and materials, and communica- 
tions and electrical generating equipment. 

(b) Valuable lead time, as well as money, was again saved by obtaining from 
excess sources, items required in expanding Nicaro nickel plant in Cuba. Ac- 
quisition cost of items transferred amounted to $1.4 million, including large 
quantities of building materials, construction equipment, hand tools, automotive 
equipment, railroad rolling stock and trackage, and miscellaneous supplies. 

(c) An urgent need by United States Information Agency for generating 
equipment to be used in Philippines was fulfilled by GSA through locating and 
transferring a unit which could be used without repair from a naval facility 
in Massachusetts. This generator originally cost $150,000 and its transfer saved 
the Government time and money, avoiding a new purchase at a higher price than 
original cost of the used item. 

(d@) Univeristy of Michigan required special cryogenic equipment for pro- 
ducing extremely low temperatures in aeronautical research project for Depart- 
ment of Defense. Equipment valued at more than $700,000 was obtained from 
excess property of Atomic Energy Commission and made available to the 
university. 

(e) United States Forest Service obtained obsolete parachutes valued at 
more than $600,000 from the Air Force through efforts of GSA. These parachutes 
are considered expendable by Forest Service when dropping cargo to fight 
forest fires. 

(f) Approximately 25,000 transistors, costing $425,000, were transferred from 
Signal Corps to State Department, Department of Commerce, National Advisory 
Committee for Aeronautics, and Naval Research Laboratory. This is example 
of an item for which it is difficult to secure utilization in Federal agencies. 

(3) Maintenance and repair shops.—Repair and rehabilitation of office ma- 
chines and furniture are estimated to have saved the Government over $800,000. 
There has been a decline in this activity since 1954. Program included repair 
of 5,959 typewriters and other office appliances, 22,546 items of office furniture, 
and 29,244 service calls for minor repairs and adjustments of office appliances. 

(4) Motor pool operations.—Under new legislative authority, steps were 
taken toward establishment of interagency motor pools for the transportation 
of Government personnel and property. Operation of motor pools during 1955 
resulted in economies of $520,000, including removal of vehicles from service, 
elimination of duplicating and paralleling vehicle traffic, reductions in mainte- 
nance facilities, and personnel reductions. Increased savings in the future 
should result from 11 motor-pool studies started during the year, of which 4 
were completed. 

(5) Commodity standards—GSA activities in commodity standardization 
result in intangible benefits of agencies using the specifications and standards 
completed. During the year there was an increase of about 18 percent in number 
of new, revised, or amended specifications and standards completed. Benefits 
from this accomplishment include reduction in number of types, styles, grades 
and sizes of common-use items used by the Government, resulting in higher- 
volume purchases of more serviceable items at lower unit costs, and in lower 
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Warehousing and.administrative costs. Emphasis was’ placed on commodity 
areas that had greatest possibility for savings. 

A few examples of specifications completed illustrate the benefits from this 
program. One specification recently completed is for security filing cabinets, 
to insure the level of security required for top secret or otherwise classified ma- 
terials. Another specification for extensively used presensitized metal litho- 
graphic plates provides the means for obtaining a single price for both plates 
and processing chemicals from each supplier; costs should be reduced consider- 
ably and quality of work improved. 

A specification for duplicating machine stencil ink has been completed after 
laboratory and service tests, which will for the first time make it possible to 
make term contracts rather than individual purchases by brand name. Com- 
petition should be increased and prices reduced. 

Joint conferences with industry and Government representatives resulted in 
issuance of a new specification for map and plan filing cabinets. The specifi- 
cation now provides interchangeability of components of all manufacturers’ 
cabinets. Cabinets costing $180.40 under 1954 contracts cost $108.53, under 1955 
contracts based on new specification, a savings of 40 percent. 

A standard for tubular steel rotary chairs has been issued which confines 
procurement to 12 items as contrasted with 108 formerly procured. Agreement 
has been reached with Federal agencies on a new standard for 5-drawer filing 
cabinets that will provide 25 percent more filing space than 4-drawer cabinets, 
with no increase in floor space used. Two standards on bond and manifold paper 
have eliminated about 80 percent of those items that were available for pro- 
curement by the Government. 

(6) Inspection.—Intangible benefits also resulted from inspection activities. 
Diligent inspection of commodities purchased, with consistent rejection of those 
not meeting specification requirements, has resulted in receipt of fewer un- 
satisfactory items. GSA inspected $1,196.5 million worth of purchases during the 
year, of which $13.3 million was rejected. The purchase programs which were 
under inspection included GSA warehouse stores stock and direct-delivery items 
totaling $119.8 million; materials for foreign-aid programs, $50.8 million; com- 
modities purchased under the Defense Production Act, as amended, $306.9 million ; 
and strategic and critical materials for the national stockpile, $719 million. 

(7) Personal property management surveys.—Measurable economies realized 
from surveys of personal property management practices of other Federal agen- 
cies are estimated at $2.7 million. These resulted from reductions in cost of 
personnel, storage space, transportation, and from utilization of excessive inven- 
tories. Also, intangible benefits accrued from improved efficiency of supply oper- 
ations in Government agencies. 

(8) Traffic management.—GSA effected tangible benefits of $8.1 million in 
Government transportation costs through negotiations for reduced rates, par- 
ticipation in cases before regulatory bodies, use of direct-to-consumer delivery, 
minimizing use of expensive methods of transporting materials, and preventing 
unnecessary shipments or use of services. Of this amount, $6.8 million resulted 
from negotiations with carriers on rate reductions, changes in classification 
ratings, storage-in-transit privileges, and reduction in service charges. Balance 
of $1.3 million developed from use of less expensive type of service through 
consolidation of small lots, direct-to-consumer deliveries, minimizing use of ex- 
pensive methods and modes of transportation, and related activities. 

Following are examples of benefits from traffic management activities: 

(a) On behalf of Veterans’ Administration, freight rates were negotiated with 
common carriers for movement of its records center from Columbus, Ohio, to 
Kansas City, Mo. (Dodson, Mo.). Movement consisted of 6,864,690 pounds of 
individual records and X-ray film. Published rate was $5.62 per 100 pounds. 
GSA negotiations resulted in a rate of $1.98 per 100 pounds, for a total savings 
of $249,875. 

(b) Bureau of Reclamation required movement of pilings amounting to 4,332 
net tons from South Chicago, Ill., and Munhall, Pa. Negotiations made by GSA 
resulted in the rate of $63.60 per net ton from South Chicago being reduced to 
$34.04 per net ton, and a rate from Munhall, Pa., reduced from $63.60 to $37.77 
per net ton, achieving savings of $127,510. 

(c) On behalf of Bureau of the Mint, GSA has been negotiating with common 
earriers and armored-car services for establishment of rates on common and 
silver coins and gold bullion. These shipments are from the mints at San 
Francisco, Denver, and Philadelphia to 36 Federal Reserve banks as well as 
between the banks and branches. Savings made for 1955 on this new type of 
service amounted to $412,594. 
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(9) Public utilities management.—Economies of $3.2 million were made in 
cost of public utilities services through participation in cases before regulatory 
bodies, contract. negotiations, and contract simplification procedures. Govern- 
ment benefits are illustrated by following examples : 

(a) GSA successfully intervened on behalf of the Government as a user be- 
fore four State regulatory bodies hearing proposals for telephone and electric 
rate increases. Increase allowed was less than original proposals, and will 
avoid additional Government expenditures of $2.3 million annually. 

(b) Negotiated steam and electric long-term contracts for agencies resulted 
in saving $168,000 annually. Of this amount, the steam contract eliminated 
necessity of making a capital outlay of $125,000 for renovating existing obsolete 
steam plant. 

(c) Other contract negotiations and contract simplification procedures re- 
sulted in economies of $750,000. One example was reduction in paperwork 
through discontinuance of use by agencies of standard form 40, contract for 
telephone service, in effect since September 10, 1937. 


B. Economics totaling $14.6 million reported for real-property management 


(1) Space utilization and control.—On-site surveys that continued during the 
year were principal source of $2.9 million in economies effected in space used 
by Federal agencies. These on-site physical surveys covered more than 92 
million net square feet of space at over 7,000 agency locations. 

Over 9,000 space assignment actions were completed during the year. At 
end of year, GSA space control covered 685 federally owned buildings with 79.3 
million net assignable square feet of space, and 5,200 leased areas with 32.4 
million square feet at over 12,000 agency locations. 

(2) Utilization of excess real property—tUtilization of excess real property 
increased materially over previous years, resulting principally from inventory- 
ing real property throughout the Government and efforts to dispose of the 
property or place excess property into appropriate use in agencies through 
transfers. <A total of 113 properties with acquisition cost of $36.2 million were 
transferred for further utilization or withdrawn for use, thus avoiding new 
acquisitions. These properties had estimated current market value of $10.9 
million, which is the measure of economy to the Government. 

(3) Communications facilities —Operation of a nationwide communications 
system reduced the Government’s telephone and teletype bill by $0.8 million. 
During the year there were 138 switchboards in operation in 66 cities, with a 
main station capacity of 62,967 lines. The majority of these are joint-service 
switchboards serving two or more agencies. Use of leased long-distance lines 
in lieu of commercial toll service also resulted in reducing the Government's 
telephone bill. Traffic in amount of 34.5 million words was handled through 
GSA rapid written teletype communications system, using semiautomatic switch- 
ing equipment at total cost of $1.5 million, or $0.044 per word. 


(. Economies totaling $3.6 million reported for records management 


(1) Space released.—Through transfers of records from Government agencies 
to Federal records centers, 325,000 square feet of office space were released, of 
which 270,000 feet were in reassignable blocks larger than 100 square feet. Simi- 
larly, 212,000 square feet of storage space were released for reuse, of which 
195,000 feet were reassignable. At average cost of $2 per square foot for rent 
and maintenance of office space and $0.85 for storage space, these economies 
would amount to $540,000 for office space and $165,750 for storage snace. 

(2) Equipment released. —-Federal records centers released 52,000 filing cabi 
nets by transfers of records in 1955. FPuyine new cabinets instead of reusing 
these cabinets would have cost $2,600,000. Some 21,000 usable transfer cases 
were also freed for reuse, avoiding $105,000 cost in pyrchas? of new cases. 

(3) Civilian personnel records center.—Abolition of the Service Records Divi- 
sion of the United States Civil Service Commission by transferring its voluminous 
files to the civilian personnel records center at St. Louis permitted release of 
4,500 filing cabinets and personnel savings of about $235,000. 

(4) Agency assistance-—GSA continued to assist many agencies in dealing 
with records management problems, including Internal Revenue Service, Bureau 
of Public Roads, and field offices of several other departments and agencies in 
United States, Hawaii, and Alaska. This assistance took the form of developing 
and installing correspondence manuals, form letters, and classification and filing 
manuals; reviewing and improving mail and files operations, instructions systems, 
and mierofilm programs; and advising on specific records-management problems. 
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Although substantial economies were produced from these cooperative efforts, 
savings have not been included in this report. 

(5) Surveys.—Records-management surveys conducted under surveillance of 
GSA by private firms resulted in savings during the year acknowledged by agen- 
cies surveyed as amounting to $624,000. However, these savings were not direct 
results of GSA staff efforts, they are therefore excluded. Many of the survey 
recommendations remain for future adoption and should result in substantial 
additional savings. 

D. Economies of $3.6 million reported for administrative operations 

(1) Contract audits.—Audit of contracts between GSA and commercial firms 
and internal GSA audits resulted in savings of nearly $3.6 million. These savings 
consisted principally of collection of additional income due the Government from 
lessees of Government-owned property, recovery of erroneous payments or over- 
payments to contractors, disallowance of costs claimed by contractors which were 
not allowable, and other recoveries. 

(2) Management surveys.—GSA continued its program of management surveys. 
Although some reductions were made in staff requirements, improvements were 
in more effective organization of the Services, better internal property utilization, 
reduction in printing costs, and accelerated retirement and disposal of record. 

Mr. THomas. I notice the savings statement says that economies 
totaling $168,700,000 were reported for personal property manage- 
ment. I do not know of any law against anybody beating their drums 
a little bit. 

Mr. Mansure. We are quite proud of the illustrations, too; they 
are quite clear. 

Mr. Tuomas. That is very good. I have not been able to put my 
finger on that $168,700,000 savings. Where do you find it in the 
budget ¢ 

Pages 14, 15, 16 and 17 constitute a self-serving declaration but I 
guess you are entitled to it. 


REAL PROPERTY 
WITNESSES 


JOHN E. STRAWSER, ADMINISTRATIVE OFFICER, PUBLIC BUILD- 
INGS SERVICE 

WILLIAM A. SCHMIDT, DEPUTY DIRECTOR, BUILDINGS MANAGE- 
MENT 

PAUL V. FINEGAN, CHIEF, ACQUISITION AND UTILIZATION 

THOMAS L. PEYTON, DIRECTOR, REAL PROPERTY DISPOSAL 

JAMES P. PINKLEY, DIRECTOR, NATIONAL INDUSTRIAL RESERVE 

OTIS R. POSS, ACTING DIRECTOR, DESIGN AND CONSTRUCTION 


Mr. Tuomas. Let us go into the Real Property Items. Insert page 
18 in the record. 
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(The page referred to is as follows :) 
REAL Property ITEMS 


Budget for 1957 includes five real property items proposed for inclusion in the 
annual appropriation bill, as follows: 
Short title imount 
1. Operating expenses, PBS___- > _._ $128, 598, 000 
2. Repair, improvement, and equipment__-_-_ pnieelineiaas feat 44, 138, 000 
}. Sites and planning, purchase contracts_- 5, 000, 000 
t+- Payments, public buildings purchase contracts (including addi- 
tional limitation $7,000,000 on such contracts) _ ; 237, 000 
5. Hospital facilities in District of Columbia (liquidation of con- 
tract authorization) oa cia 5, 300, 000 


2 |... : : oe : e 183, 273. 000 


Mr. THomas. You have five items here under your Public Buildings 
Service. Your “Operating expenses, PBS” is for $128,598,000. That 
is mainly rent inside and outside the District of Columbia and for 
repairs and improvements inside the District of Columbia. “Repair, 
improvement and equipment,” $44,138,000. That is repair and im- 
provement outside of the District of Columbia. 

“Sites and planning, purchase contracts,” that is $5 million. “Pay- 
ments, public buildings purchase contracts,” that is $237,000, That 
speaks for itself. “Hospital Facilities in the District of Columbia.” 
That is liquidation of contract authorization of $5,300,000. The whole 
bill is $183,273,000. 

Let us go into some itemized justification of these figures. 


OpeRATING Expenses, Pusiic BUILDING SERVICE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
. Buildings management : 7 , ‘ ; ‘ , 838, 500 
Real estate utilization ___-----..--- Sumas x 662. 616 , 754, 300 
3. National industrial reserve - ; z weet 926, 696 , 417, 200 
. Surplus property disposal 345, 959 476, 000 
5. Buildings design and supervision 113, 671 130, 000 
}. Service administration - __----- 4 407, 282 439, 300 
. Administrative operations - - - , 799, 406 3, 092, 900 
"TOC BEIMATIOIS... « « co cence sneas es , 210, 845 116, 148, 200 
Financing: 
Comparative transfers from other accounts , 411, 284 | —14, 730, 100 
Unobligated balance no longer available f 125, 439 
Appropriation (adjusted) - _- - Paaeies 96, 925, 000 97, 533, 000 : "598, 000 
Proposed supplemental due to pay increases..__..------ eee ae 3, 885, 100 |.--.-- aces 
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Obligations by objects 





Object classification 


Total number of permanent positions__--_...........----.-.--- 
Full-time equivalent of all other positions._._............-.--- 
Average number of all employees-_----_-.....----------------- 
Number of employees at end of year_._-.-.-.-.--------------- 
Average salaries and grades: 
General schedule grades: 
oe sent bambietiddebadatuendesdsbosece 
I - em unmiinsies shilinbath ie ieacaelnies! 
Ungraded positions: Av erage salary eckondmneha cueacennien aie 
01 Personal services: 
Permanent NR oe cick ddndh Seen eesh)-cordeadbe 
Positions other than permanent 
Regular pay above 52-week base_____-___-___--------- 
Payment above basic rates___--- a i oe 


Total personal services. 
ee a end evans b pmaenbes ob endeeh od 
03 Transportation of things 
aE ee a rr ree 
05 Rents and utility services 
06 Printing and reproduction 
07 Other-contractual services. ............................... 

Payment to “Administrative operations fund, Gen- 

eral Services Administration”.._..._.._._...--_.___- 

Services performed by other agencies 

08 Supplies and materials 
09 Equipment __---_- 
10 Lands and structures RE At SER SS Ba PR RO REPT ee 
13 Refunds, awards, and indemnities 
Ta a a asispeigiihugerin io A SUNN 
15 Taxes and assessments 








1955 actual | 1956 estimate | 1957 estimate 
584 | 643 73 
16 |-- maabin ttm cides « 
529 624 659 
544 629 665 
$5, 523 $5, 961 $5, 999 
GS-7.7 GS-7.6 GS-7.3 
$5, 271 $5, 523 $5, 503 
$2, 834, 146 $3, 441, 545 $3, 615, 050 
WE eh iia ern at ddeeips Soa 
11, 132 SEE TE viele a oslo 
9, 610 17, 453 22, 550 
2, 903, 430 3, 472, 300 3, 637, 600 
144, 200 174, 200 205, 300 
49, 202 75, 800 62, 300 
63, 391 67, 100 69, 900 
36, 549 42,7 53, 500 
16, 873 25, 900 30, 900 
106, 999, 542 107, 480, 500 113, 960, 100 
2, 799, 406 3, 092, 900 3, 448, 000 
35, 248 20, 000 20, 000 
54, 033 86, 700 99, 200 
252, 918 106, 000 507, 000 
846, 403 . 500, 000 6, 500, 000 
810 500 600 
Os detente Nett iit eeoale : 
8, 813 3, 600 3, 600 
114, 210,845 | 116,148,200 | 128, 598, 000 





Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 


I iii im abies hidiaes inn eewhooknnonets 
Transferred (63 Stat. 381) to— 

“Administrative operations, General Services Admin- 

a a la enh cla itil 
‘‘Operating expenses, Federal Supply Service, General 
OPWHOES DMMIUMNORIE op cnnercecancennasnasteccns 
“Operating expenses, Transportation and Public Util- 

ities Service General Services Administration’’___-_- 

ND nau ncncncscasucakooeus 

Proposed supplemental due to pay increases 
Obligated balance brought forward 


Total budget authorizations available 


EXPENDITURES AND BALANCES 


Expenditures— 
nee en ee mereOeeeniieets ¢ ce 
Out of anticipated supplemental appropriation 
Out of prior authorizations 


PN | 


Balance no longer available: 
Unobligated (expiring for obligation) 
Other 





























1955 actual | 1956 estimate | 1957 estimate 
$96, 984,000 | $97, 595,500 | $128, 598, 000 
IN i scaled Nace 
I ne 

oe ee amet —62,.500 |...-.-------- 
96, 925,000 | 97, 533, 000 128, 598, 000 
Ste owen are ene hss. 
2, 315, 651 3, 657, 050 2, 585, 150 
99, 240,651 | 105,075, 150 131, 183, 150 
93,185,240 | 95, 512, 000 124, 000, 000) 
ete aeaen ea 3, 735, 000 150, 100 
2, 191, 700 3, 243, 000 1, 849, 900 

95, 376,940 | 102, 490, 000 126, 000, 000 
DRE IB hin vewedinas ae 

WON dk Po ae e eee 
3, 657, 050 2, 585, 150 5, 183, 150 
99, 240,651 | 105,075, 150 


| 131, 183, 150 


Mr. Reporter, will you please insert the table on page 19 which is a 
detailed breakdown of Operating Expenses, PBS. 
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(Page 19 is as follows :) 


OPERATING EXPENSES, PBS 
Summary reconcilation of 1957 estimate to 1956 funds 


A. 1956 appropriation in annual act: 

Operating expenses, PBS $97, 595, 5 
Emergency operating expenses 

Proposed supplemental due to Public Law 94: 
Operating expenses, PBS 
Emergency operating expenses 

Transferred to “Operating expenses, TPUS” 

Comparative transfer to: “Operating expenses, NARS” 

Comparative transfer from: “Administrative operations” +3, 092, 900 


Comparative total for 1956 116, 148, 200 
. Decreases in 1957: 
Utility services to be reimbursable $200, 000 


Reduction in moving and space adjustments-__-_-_-_ 
Reduction in civil defense protection 
Reduction in leased space 


50, 000 
40, 000 


7, 000 
—— 297, 000 


Subtotal 115, 851, 200 
©. Increases in 1957 : 
Full year for wage board rates ($137,000) and in- 
creased utility rates ($599,200) in Government- 
owned space $736, 200 
Additional Government-owned space 181, 000 
Full year for wage board rates ($25,500) and in- 
creased rental and utility rates ($200,000) for 
leased space 225, 500 
Space previously financed by reimbursement 
from other agencies 279, 000 
Operation and maintenance of purchase-contract 
Ra iret re Sen ene. 135, 000 
Air-conditioning, Government-owned buildings 
in District of Columbia 5, 000, 000 
Major replacements, Government-owned buildings 
in District of Columbia 870, 000 
Consolidation of leased locations , 200, 000 
Parniture and furistiines...<................- 400, 000 
Intensified surplus property disposal 65, 000 
Lay-away of industrial plants____.._.___._________ 200, 000 
Dehumidification of warehouse space 100, 000 
Administrative operations to support program 
expansion 355, 100 


12, 746, 800 


Total estimate for 1957 128, 598, 000 


Analysis by activities 





| 


Activities 1986 adjusted | Deductions Additions | 1957 estimate 





iis 
suildings management $108, 838, 500 $297,000 | $12,026,700 |} $120, 568, 200 


2. Real-estate utilization.-.................-- 1, 754, 300 |...-- scala eid ide 1, 754, 300 
3. National industrial reserve RE Cis gosee ead a 300, 000 1, 717, 200 

Surplus property disposal]. _..............--- acc cinweccaeet 65, 000 541, 000 
5. Buildings design and supervision. --_- . | eae , 130, 000 
6. Service administration. --.............-.--- | 439, 300 | | 439, 300 
7. Administrative operations.................-.| EE Biin ne nade see 355, 100 3, 448, 000 





116, 148, 200 | 297, 000 12, 746, 800 128, 598, 000 
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Buitptincs MANAGEMENT 


Mr. Tuomas. Of the first item of $128,598,000, $120,568,200 is for 
buildings management which shows an increase of $12 million plus 
or $12,026,700. Mr. Reporter, insert pages 23 and 24 in the record 
at this point. 

(The pages referred to are as follows:) 


OPERATING EXPENSES, PBS 


1. Buildings management 
Amount 


I hs cechsde na sears te trate et acc acena woeed dees pam aa eee ae $108, 838, 500 
Rr ae ia atop er aerlagiiriataigree  eaiencntlas anes cranes ia oe a oa +11, 729, 700 
NN a pepe eneg sec ge oaend sata x nr cen areola eit 120, 568, 200 


Average employment: All employment shown under “Buildings management 
fund.” 


HIGHLIGHT 


This activity provides for (a@) management, operation, maintenance, and 
protection of 105,054,000 square feet of Government-owned and leased space, 
compared with 103,355,000 square feet in 1956 and 105,956,000 in 1955, (b) re- 
pairs of 43,703,000 square feet of Government-owned space in the District of 
Columbia and adjacent area, substantially unchanged from 1956 and 1955, (c) 
operation of joint-use communication facilities, and (d) other related services. 

Nstimate’* for 1957 is a net increase of $11,729,700 over comparable amount 
for 1956. The net increase is composed of the following items: 


Operation, protection, and maintenance of Government-ownhed space_ $917, 200 
Rental, operation, protection, maintenance, and repair of leased 

I ssi cnc cnt wns eC aa Ean om lakes me pe An Em EL A 22, 500 
Operation, protection, and maintenance of purchase-contract space__ 135, 000 
Space supplied to other agencies on a reimbursable basis in 1956__-_ 3, 279, 000 
CURIE RTT SE RII LENIN i i cvs cnn nic mrtg ste stn ew 1, 200, 000 
Air-conditioning Government-owned buildings in District of Co- 

RIDER RRR beaten ee nc. ea eee ee 5, 000, 000 
Renovations and improvements to buildings in District of Columbia 

OI acetate Rieti nn ine incp ipeaeccknis ek eee ed eae eek S70, 000 
Furniture and furnishings for Government-owned buildings. _ ~~ 400, 000 


Miscellaneous reductions________- pert SEE Fact Bit ean nea aes 2OT7, OOO 


i Giese ate cn ce atmn bh hE ane ein oe eee 11, 729, 700 


Estimate for 1957 includes buildings management operations previously coy- 
ered under appropriation “Emergency operating expenses.” To facilitate com- 
parison, such operations have been included in data for 1955 and 1956. As it 
became necessary to make many adjustments in financing of both Government- 
owned and leased space between “Operating expenses, PBS” and “Emergency op- 
erating expenses” appropriations due to cut in EOE for 1956, it is not feasible 
to separate comparative data for regular and emergency programs. 

Following table sets forth workload, unit costs, and performance costs by 
subactivities of buildings management for 1955, 1956, and 1957. 

Most of these activities are initially financed through the buildings manage- 
ment fund. More detailed data on cost of cleaning, protection, etc., will be found 
under that head beginning on page 31. 


1 From the budget for 1957. 
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Let’s take a look at your increases first. Who wants to speak to 
the big item here? And we might read this statement on page 20 in 
the record and we might put page 20 in the record at this point. 


This appropriation provides for operations dealing with acquisition, opera- 
tion, and utilization of general purpose space and the maintenance, custody, 
management, and disposal of real property. The appropriation request for 
1957 is a net increase of $12,449,800 above amount for 1956, and includes activi- 
ties formerly provided for under “Emergency operating expenses.” The net 
increase is composed of $11,729,700 for buildings management activities, in- 
cluding $3,279,000 for services previously furnished on a reimbursable basis, 
and $300,000 for the national industrial reserve activity and $65,000 for surplus 
property disposal activities. 


(P. 20 is as follows :) 


OPERATING DxPENsEs, PBS 


aah Sa a es a i aminn auras eae $116, 148, 200 
Change_-___-- wi i a cr ce Sa ei evar tsb ae nla iota +12, 449, 800 
Eo ecSenlencorce iccscengbecilia ehaapetacadmnmnee arenas 128, 598, 000 


GENERAL STATEMENT 


“This appropriation provides for operations dealing with acquisition, oper- 
ation, and utilization of general purpose space and the maintenance, custody, 
management, and disposal of real property. 

“The appropriation request for 1957 is a net increase of $12,449,800 above 
amount for 1956, and includes activities formerly provided for under ‘Emergency 
operating expenses.’ The net increase is composed of (1) $11,729,700 for build- 
ings management, activities, including $3,279,000 for services previously fur- 
nished on a reimbursable basis, (2) $300,000 for the national industrial reserve 
activity, and (8) $65,000 for surplus property disposal activities’ (from the 
Budget for 1957). 

Expansion of DOD, CIA, FCDA, FBI and Selective Service for which services 
have been provided for under the head of “Emergency operating expenses” 
has become relatively stable and is no longer regarded as “emergency.” Fur- 
thermore, interchange of space between regular and “emergency” programs 
has obscured identification of such space. Consequently, it is proposed that 
the two items be consolidated beginning with 1957. 

As to buildings management, no change in level of services is contemplated 
in 1957, except improvements resulting from more efficient operation. Principal 
program changes in this activity in the District of Columbia are the initiation 
of a program of air conditioning, and stepping up deferred renovation work. 
Initiation of a corresponding air-conditioning program outside the District 
of Columbia is provided for in R. I & E. estimate. Estimate also provides for 
actively embarking on a program of consolidation of scattered leased space 
and, although small for 1957, provision is made for services in the first buildings 
which will become available for occupancy under the purchase-contract program. 
Payments directly to contractors under that program are provided for under 
separate head “Payments, public buildings purchase contracts.” 

Industrial reserves under custody of GSA will increase from 7 to 12 plants 
and from 7,091 tons to 8,171 tons of machine tools. Increases of $200,000 
for law-away expense of plants and $100,000 for dehumidifying tool storage 
space are provided. 

Disposal of surplus real property is expected to increase substantially during 
both 1956 and 1957 as result of efforts to locate excess properties and screen for 
retention, utilization, and disposal. Efforts of GSA staff will be aided by 
private brokers and auctioneers financed from disposal proceeds, but under 
supervision provided in this item. 

Operations under real estate utilization, supervision of design, construction 
and repair programs and service administration will continue at same level 
as 1956, but increased emphasis will be given to utilization surveys to achieve 
more efficient use of space. Surveys will be extended to disclose locations 
which warrant lease-purchase projects or consolidations touched on under 
buildings management. 
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Provision is made under this head for the first time for administrative oper- 
ations such as accounting, budget, personnel, legal, and customary administra- 
tive services necessary to support program operating activities formerly pro- 
vided under the head of “Administrative operations.” Appropriate adjust- 
ments are reflected in budget schedules for 1955 and 1956 to insure comparability 
with 1957 amounts. 

Mr. Tuomas. That makes a total of how much, right quick? $15 
million increase, isn’t it? 

You excite me every time I see that figure and I saw it at least 200 
times from the budget of 1957. You mean the budget makes it a little 
bit stronger than you folks do? Adding that all up and instead of 
showing an increase you have a decrease if you want to put it that 
way. 

Mr. Meptey. I do not quite follow your calculations, Mr. Chairman. 

Mr. Tuomas. I think you are two jumps ahead of me. It is not a 
decrease, of course not. You consolidated the two items and in truth 
and in fact the increase is more than $12 million. It is about $15 
million. 

Mr. Meptey. No, sir; because there are certain deductions, Mr. 
Chairman, which offset them. There is a deduction of $297,000 which 
covers primarily utility services which in 1957 are to be reimbursable. 
This gives you a net increase of $12,449,800. 

Mr. Tuomas. Where are the other deductions? 

Mr. Srrawser. In the paragraph you just read the $11,729,700 in- 
crease includes the $3,279,000 for services previously furnished on 
a reimbursable basis. It is not in addition to it, sir. 

Mr. THomas. I knew that somebody would save $3 million right 
quick. Of course, what you have done here, is that you have consoli- 


= . . . ° » ° 
you get through with the consolidation and balancing one off against 


the other, what is the net increase in round figures? 
Mr. Meptey. $12,449,800. 


dated your emergency program with your regular program. When 


SPACE PREVIOUSLY FINANCED ON A REIMBURSABLE BASIS 


Mr. Tuomas. This $3,279,000 for services previously furnished on 
a reimbursable basis is roughly what makes your round figure of 
$12 million. What, exactly, is that figure now? What are the com- 
ponents of it? 

Mr. Scumipr. It includes space presently managed and operated 
onareimbursable basis. For the first time that space would be picked 
up in this appropriation. Corresponding reductions have been made 
in the agency appropriation estimates. It represents no increased 
cost to the Government. 

Mr. Tuomas. What agencies, now, have been furnishing that space ? 

Mr. Scumipr. On page 26 there is a list of the agencies, areas, and 
amounts: Agriculture, Atomic Energy, Commerce, Defense, and so 
on—the total area is 1,385,734 square feet and cost is $3,279,044. 

Mr. Tuomas. This item includes rent and/or operation, mainte- 
nance, utilities, protection, and so forth. Leased space managed for 
occupant agencies on a reimbursable basis in 1956 principally under 
authority of the Reorganization Plan 18 of 1950, the financing of 
the management of this space, 1,386,000 square feet is provided for 
transfer to this appropriation in 1957. Amounts added here have 


72350—56—pt. 1-41 
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been completely offset by exclusion of like amounts from estimates 
for 1957 for the respective agencies. 

In other words, you are just picking up the tab for them; is that 
what it amounts to? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Heretofore it has been on a reimbursable basis and 
you have not used your own appropriated funds and in 1957 you expect 
to use appropriated funds. Is that not exactly what you are talking 
about ¢ 

Mr. Meptey. That is it exactly, Mr. Chairman. 

Mr. Tuomas. Which does not do you any good. 

Mr. Mepiry. Except that this is part of a process that we have been 
going through gradually for a good many years in an attempt to get 
the space budget for the Government, administrative space budget, 
all in GSA. 

Mr. Puturrs. It gives us a little better idea what the total is. 

Mr. Mansvre. It also gives better control of space. 

Mr. Tuomas. Gives you better control. What I meant by that is, 
it makes your budget larger. Heretofore you have not had to account 
for the fund and now youdo. That is the long and the short of it. 

Mr. Yares. Is the square footage of space all that they administer? 

Mr. Tuomas. No, no. 

Mr. Yates. The addition they were reimbursed for? 

Mr. Tuomas. No; it isa direct addition to the others. 


TOTAL SPACE ADMINISTERED BY GSA 


Mr. Yares. How much square footage is there controlled by the 
whole Government ? 

Mr. Meptey. Page 24, Mr. Chairman. There is 82,267,000 square 
feet of Government-owned and 21,221,000 square feet of leased space. 
Item c is the item which we have been discussing, 1,386,000 square feet 
which was formerly reimbursable. There is also 180,000 square feet 
of lease-purchase space. 

Mr. Yates. What is the total of all the square footage space that 
Public Buildings administers. 

Mr. Scumipr. It is in the neighborhood of 130 million square feet, 
which includes the direct appropriation space as well as the reimburs- 
able space. 

Mr. Puuituirs. It is about the same for 1956. It 1s 129,441,000 square 
feet for 1956. 

Mr. Yates. Where on page 36 are you referring ? 

Mr. Strrawser. Item 10, sir. 

Mr. Putuurps. There is a slight reduction. 

Mr. Yates. From 131 million to 129 million. 

Mr. Mansvure. That represents about 5,300 buildings. 

Mr. Yates. Is that increasing or decreasing? How many did you 
administer last year, for example? 

Mr. Scumipr. There was a decrease in the number of buildings. 

Mr. Puiuires. The space is reducing but how about the physical 
number of buildings? 

Mr. Scumipr. The number of buildings is reducing, too. I do not 
have the figure here. 
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EFFECT OF LEASE-PURCHASE PROGRAM 


Mr. Puiuirs. What is causing this, lease purchase ¢ 

Mr. Mansure. Some of those are taking the place of buildings 
which we now occupy. It is a substitution “and will be Government 
owned, 

Mr. Yares. Are you selling buildings as you bring other buildings 
in under that arrangement ¢ 

Mr. Mansure. That, or we will trade them off. But most of these 
are on a lease basis that we are replacing rather than old Government- 
owned buildings. 

Mr. Puiuirs. You do not have any post office buildings at all / 

Mr. Mansure. We have some and are going to have more. ‘That is 
the next step. 

Mr. Tuomas. What do you mean by the next step, multipurpose 
buildings ¢ 

Mr. Mansvre. Yes. 

Mr. Tuomas. You have them in here if they are multipurpose; but 
if they are just exclusively post office, you would not get them, would 
yous ¢ 

Mr. Puiturrs. He means they are not built yet. 

Mr. Tuomas. The Post Office Department ought not to be in the 
building business; their job is to carry the mails and this is the proper 
agency of the Government to handle this program. And it ought to 
be here, I think. 

Mr. Putuures. I think so, but it is a difficult problem. 

Mr. Tuomas. The law is otherwise, however. 


SPACE IN AND OUTSIDE THE DISTRICT OF COLUMBIA 


Where is your table showing your cost per square foot? You usually 
have that information and I do not find it here—for space inside and 
outside the District of Columbia. 

Mr. Scumipr. On page 24 is the table. It is consolidated for space 
in the District of Columbia as well as out. 

Mr. Tuomas. How much space do you have inside the District and 
what are you paying for it? How much space have you outside the 
District? What is the average cost you are paying for it? You used to 
have those tables but I do not see it this year? ‘Is it in here? 

Mr. Scumipr. That breakdown is not included in the justification. 
We would have to supply that for the record. 

Mr. Tuomas. Do you have available from your own records now 
what you have in the District of Columbia and what is the average 
cost per square foot here in the District and what you have outside ? 

Mr. Scumipr. Total Government-owned in the District area is in 
the neighborhood of 42 million square feet. 

Mr. Tuomas. Whereabouts is that now ? 

Mr. Scumipr. That is not in this justification. 

Mr. Tuomas. Will you give us a little short breakdown on your 
big item this year in your budget Q 

Mr. Merptey. I do not believe we have done it. We have had 2 

tables previously because we had 2 appropriations, which was the 
regular and the EOE. I do not believe we had broken them down 
between in the District and outside. 
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Mr. Tuomas. You have done it heretofore. In the first place, the 
Government-owned square footage in the District of Columbia and 
then the rented space in the District of Columbia with your average 
square foot rental price; the same thing for outside. You have always 
had that information. But I do not find it in here now. 

Mr. Mep.ey. We will be glad to get that for you. 

Mr. Tuomas. Can you approximate it now and put the exact figures 
in the record ? 

Mr. Scumipt. As far as the District of Columbia and adjacent area 
is concerned, Government-owned space is in the neighborhood of 42 
million square feet. The unit cost per square foot is substantially 
the same as it is for the consolidated program. The 1956 estimate over- 
all is 6614 cents per square foot. 

(The following statement was supplied for the record :) 


Workload statement showing amount of space in and outside metropolitan area of the 
District of Columbia 











Workload 
average Unit cost Total cost 
square feet 
In the District of Columbia: 
Government-owned . pact eaeceee teak ane ...-| 42, 181,000 $0. 634 $26, 724, 000 
Leased ____- % ——- ‘i “ 944, 000 | 1. 980 1, 869, 000 
Outside the District of Columbia: 
Government-owned a aaa i a 40, 086, 000 | .718 | 28, 777, 200 
Leased... 2c pe a ok eee | 90° 977) 000 1,999 40, 5247 000 








Mr. Tuomas. What is the approximate square footage owned by the 
Government in the District of Columbia? Do you have that? 

Mr. Scumipr. Under this program 

Mr. THomas. Which program are you talking about? 

Mr. Scumipr. Under Operating Expenses, PBS, it is around 42 
million square feet. 

Mr. Puituirs. In the District ? 

Mr. Scuxminr. In the District and adjacent area, Government-owned. 

Mr. THomas. How many square feet are you renting in the District, 
approximately ? 

Mr. Scumipr. The rented space under this same appropriation item 
is about a million square feet. 

Mr. THomas. Whereabouts is that on this table here? 

Mr. Scumipr. That is not separated in the table. It would be 
included under item (b) of the table on page 24, included with the 
leased space outside the District of Columbia. 

Mr. THomas. What is the average rental per square foot. outside of 
the District and what is the average rental per square foot inside the 
District? Do you have that? 

Mr. Scumipr. In and outside District of Columbia costs are substan- 
tially the same. Might be a few cents variation. Both on an overall 
average are less than $2 per square foot as shown on the table on 
page 24. 
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Reau Estate Uriizatrion 


Mr. Tuomas. Without going into all of this detail here, you have set 
up a little money in a separate appropriating paragraph. Let us put 
pages 40, 41, and 42 in the record here. 

(Pages 40, 41, and 42 are as follows:) 


OPERATING EXPENSES, PBS 


2. Real estate utilization 


Average employment 
Amount 
Department Field 


$1, 754, 300 43.5 


0 in 9” 


HIGHLIGH! 


“General-purpose space is assigned and controlled and, where™ecessary, space 
is acquired by lease. Space utilization analyses and surveys proposed in 1957 
will cover 84.1 million square feet. Future Federal building projects are investi- 
gated. Sites acquired for future construction of Federal buildings are utilized 
and leased pending construction, real property is appraised, and real property 
management practices of Federal agencies are examined and improvements 
prescribed” (from the budget for 1957). 


Summary of performance cost 


1955 1956 





(a) Space acquisition and utilization.............-- : $1, 446, $1, 527, 050 
(1) Space utilization 943, 3: 1, 001, 850 


(a) Space surveys.. 449, 530, 980 
(>) Space assignment 443, 470, 870 


(2) Leasing. _- 503, f25, 200 
(0) Building programs and sites 


(1) Project investigations ‘ , 000 
(2) Site management 595 


BUNS os ncdccteenk 2 5, 65, 600 


Total cost or estimate 1, 754, 300 








644 


JUSTIFICATION 


(a) Space acquisition and utilization.—Control is provided over acquisition by 
lease, utilization, and assignment of space. On-site space surveys will be con- 
tinued aggressively to further improve economical and efficient use of space. 


(1) Space utilization 





1955 1956 1957 

(a) Space surveys: Square feet covered (thousands) ..---. ied 81, 960 83, 4 84, 080 
MN iti edn nates catonerionuccaia meen aneneaerenadedanbae $6. 10 $6. 36 $6. 36 
SID ola tac She ate eed $499, 940 $530, 980 $534, 745 

(6) Space assignment: Actions completed...--.......--------- 9, 380 9, 480 9, 550 
Unit cost....... Soe ote eee etn dne decks kuanhoaee $47. 27 $49. 67 $49. 66 
er ag rat Sangre espn $443, 390 $470, 870 $474, 210 
Total performance cost.......---.----------------- aaa $043, 330 | $1,001,850 | $1, 008, 955 


Space surveys include on-site examinations of occupied space during which 
actual operating conditions of occupying agencies are analyzed to provide basis 
for achieving maximum efficiency and economy in use of space. Estimate pro- 
poses coverage gf 84.08 million square feet. 

In addition to above on-site surveys, space reports made to GSA by other 
agencies are analyzed and excess and surplus properties are reviewed for space 
utilization and space measurement. These space reports cover 27.2 million 
square feet of space at more than 4,000 locations controlled by other agencies 
in addition to all GSA-controlled space. 

Space assignment includes negotiations with agencies in connection with 
making, modifying, or terminating an assignment of space; denial of assign- 
ments requested by agencies, and granting or denial of lease clearances to 
agencies to lease space when no GSA-controlled space is available. 

Space totaling 109.2 million square feet in 685 federally owned buildings and 
in 5,150 leased areas will be controlled for space assignment or reassignment 
in 1957 to meet fluctuating needs of agencies in 12,000 GSA-controlled agency 
locations. It is essential to recapture and reassign excess space promptly to 
realize maximum economy. 

This subactivity also includes limited GSA studies of real property manage- 
ment practices of other agencies through which a better understanding of 
real property problems and goals is gained by those agencies and GSA obtains 
important timely information concerning frequent program, organization, and 
staffing changes in agencies which affect space requirements. GSA representa- 
tives acting in liaison capacity render effective assistance to agencies in their 
real property management problems. 


(2) Leasing 


oe 





1955 1956 1957 
ee Sr NTIS CNG kc ca sc dda wpknse cu sckwcemeunesue 5, 300 5, 200 5, 150 
RON ING asie acute besa cdidctk cuddescdcewdeekbacaeececdewencas $95. 00 $101. 0 $101.00 
IN NN oso otk cand aeanaeauscionedoscussoun $503, 500 $525, 200 $520, 150 


Overall reduction of 50 leases in 1957 is due to estimated lease terminations 
under 1956 program of leased space reductions. In addition to various opera- 
tions relating to leasing of general purpose space, services will also be rendered 
to other agencies in connection with leasing of space for special purposes. 

Savings to the Government.—$2.9 million savings were achieved as a result 
of functions financed by this subactivity through better utilization of space dur- 
ing 1955. Intangible savings include (1) holding the line in the face of demands 
from agencies for additional space, (2) better space planning, thereby improving 
the utilization factor, (3) elimination of competition between agencies for leased 
space, and (4) greater uniformity in leasing practices within Government. As 
a result of limited surveys of real property management practices of other 
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agencies and assistance rendered agencies, recommendations are made to pro- 
mote more efficient utilization or disposal of real property, which saves man- 
power by eliminating time-consuming and costly procedures. 

(b) Building programs and sites.—Space needs of agencies are gathered, 
analyzed, and forecast for programing future building construction. Sites ac- 
quired for such purpose are managed pending construction. 


(1) Project investigations 
Performance cost (not susceptible to work unit) : 


$66,469 
70, 000 
70, 000 


Data on cost and eligibility of building projects for future construction are 
gathered, studied, determined, and reported biennially to Congress as required 
by section 409 of Public Law 105 approved June 16, 1949. This material is an 
aid in developing purchase contract program. 


(2) Site management 


1955 





| 
| 


Site actions processed psders 940 925 | 905 
Unit cost aed $92. 58 | $99. 08 $99. 00 
| $87, 026 $91, 650 $89, 595 


' 


Action is taken to obtain best possible use for undeveloped properties acquired 
for future building construction, and outleasing where there is no immediate 
Federal need. Work also includes granting of licenses and permits on Federal 
building properties and sites. 

Undeveloped building sites are carefully studied for potential Federal utiliza- 
tion or disposal. Rents collected from outleasing undeveloped sites in 1955 ex- 
ceeded $670,000. In addition, substantial rental costs were avoided by using for 
Federal purposes sites not outleased. 

(c) Appraisals.—Appraisals are made of properties under jurisdiction of GSA 
or under consideration for acquisition or disposal by Government through GSA. 
Properties include building construction sites, industrial plants, office buildings, 
warehouse facilities, unimproved land, military posts, camps and stations, rights- 
of-way, easements, etc. 


Performance cost (not susceptible to work unit) : 
1955 $62, 291 
65, 600 
65, 600 


EXPLANATION OF DISTRIBUTION, BY OBJECTS 
(See activity data sheet) 


Personal services and staffing, $1,615,000.—Distribution of positions follows: 


(a) Space acquisition and utilization_--_------ incase di ddaira 
(b) Building programs and sites_. 
(ec) Appraisals 


et SIN Sd ouwcncccecawecuas i oeaipoeekewe 
Total average employment . 


Other objects, $139,300, or 7.9 percent of estimate, includes : 

(1) $60,000 for travel, based on 2,610 days at $23, for onsite space surveys, 
lease negotiations, project investigations, and appraisals. Workload is widely 
dispersed in more than 2,500 communities throughout the country. 
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(2) $15,000 for floor plans of buildings for use in space assignment and utiliza- 
tion surveys, and for printing regulatory and manual material to provide instruc- 
tions and procedures for uniform handling of real estate matters. 

(3) $32,000 for communications. 

(4) $9,500 for motor-pool services. 

(5) $22,800 for normal office expenses. 

Mr. Tuomas. You have a unit set up here called Real Estate Utiliza- 
tion. That is fine. You have total employment of 272 people, is that 
correct ? 

Mr. Srrawser. That is estimated average employment for 1957, sir. 

Mr. Tuomas. And an increase of how many people for this year 
over last year? 

Mr. Strawser. That isa minus of 3.2 man-years from 1956. 

Mr. Tuomas. A change of minus 3. Cost of $1,754,800— 


General purpose space is assigned and controlled— 


and I do not know why you put that word “controlled” in there 





and where necessary space is acquired by lease. Space utilization analyses and 
surveys proposed in 1957 will cover 84.1 million square feet. Future Federal 
building projects are investigated. Sites acquired for future construction of 
Federal buildings are utilized and leased pending construction, real property is 
appraised, and real property management practices of Federal agencies are 
examined and improvements prescribed. 


SPACE ACQUISITION AND UTILIZATION 


That is a good thing. Reading further down in your statement: 

Space acquisition and utilization—Control is provided over acquisition by 
lease, utilization, and assignment of space. Onsite space surveys will be con- 
tinued aggressively to further improve economical and efficient use of space. 

You are going to spend $1,529,105 in 1957 which is an increase of 
about $2,000. And in “Space utilization,” you have over $1 million. 

That is broken down to $530,980 for “Space surveys and for space as- 
signment” ; $470,870 for 1956 and about the same figures for 1957, all of 
which leads me to ask you, just what are you doing, or what can you 
do under your authority to reduce this rental bill ? 


EXAMPLES OF POOR UTILIZATION OF SPACE 


Last year you cae to the committee and very frankly showed us 
where the Veterans’ Administration regional office in the city of New 
York alone had approximately 97,500 square feet or maybe 100,000 
square feet that they were improperly using. You pointed out that 
in Dallas, Tex., the Department of Health, Education, and Welfare 
was using some expensive space. 

Mr. Mansure. They were in rented space and we could put them in 
Government-owned, which we did. 

Mr. Tuomas. I went to the New York office of the Veterans’ Admin- 
istration and walked about that space about a month ago and you did 
not balloon up your estimates a bit. It is there and more, too. In- 
stead of being 100,000, I think the figure modestly is nearer 135,000 
or 140,000 square feet. Certainly there is 100,000. There was not 
even a stick of furniture, no attempt to use it, and they must have had 
another 30,000 or 35,000 square feet of space that was poorly used par- 
ticularly, as I remember, on the 17th floor, the executive oflice {loor. 
They could have put that crowd in, say, two-thirds of the space. As 
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a minimum, one-third of the space was wasted, no use for it. That 
was true generally throughout the building. ‘That was in one build- 
ing. The question is, how many other buildings, not only the Vet 
erans’ Administration, but other agencies of Government, are wasting 
space? You are spending some money going around and trying to 
figure out this wasted space. We were down to the waterfront in the 
old Customs and Appraisers’ Warehouse in New York and there is 
the Civil Service Commission. It must have had 25 percent more 
space than it needed. Maybe that is too conservative an estimate. 
Just an economic waste. They frankly admit that they could get 
along on much less space. “We are very comfortable here,” they say. 
They need roller skates to go from one office to the other. What can 
you ‘do about it? Within ‘15 or 20 blocks of both of those buik lings 
there are Government-owned office buildings. They bought them. 
They both ought to be wrecked. 

Mr. Pumps. That was discussed on pages 818 and 819 of the 
hearings last yea 

Mr. Troms. The Veterans’ Administration finally got together 
last week after that great waste of 12 or 13 months. But those two 
buildings are 60 or 70) years of age. 

Mr. Mansure. We finally got “together after you were there. 

Mr. ‘THomas. The taxpayers have been paying that bill all this 
time. What can youdo? I do not think it is your fault. 1 think you 
do all you can under the law. But if we can find those two glaring 
examples, how many more exist throughout the Government in the 
way of rented space? Here are those two agencies and within 12 or 
15 blocks of both of those buildings the Government is renting space, 
paying $2 to $2.50 per square foot. You are paying good money for 
hundreds of thousands of square feet of space. It is waste. What 
can you do about it to prevent that waste / 

Mr. Mansvre. I would say this: that GSA can do a job if they have 
the support of the Congress. Here is the way we can have that 
support. We are going ‘to cite you some savings when we come up 
with records operation. What we told you a year ago could be done 
has already been done since the hearings. 

Mr. Tuomas. In the records operation. Let us stay with rents now. 

Mr. Mansure. That came out, for example, because of the interest 
in this committee in the situ: ition. Now the interest of this committee 
is the same in regard to real property and space. If the other appro- 
priation sube ‘ommnittees are advised about what can be done, we can 
be more effective in this. 

Mr. Tuomas. Let us be specific. The Veterans’ Administration 
situation has cured itself last week but only after 13 months of con- 
tinuous waste. What happened to the HEW problem that you men- 
tioned this time last year ? 

Mr. Mansure. We moved them out of the rented space in Dallas 
after they objected to it and it went to the Secretary. We overruled 
the Secretary and they abided by our decision. You saw the space in 
Veterans in Dallas which we call the Santa Fe Building which is 
federally owned and is ideal. As a matter of fact, the space is so 
line that when I was there in October the director insisted that I go 
through it step by step to see what a fine operation they had. They are 
now taking that as a basic plan for all over the United States. That 
resulted from the position this committee took. 
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Mr. Tuomas. You do not have any legal authority to force them. 
It is a question of persuasion. 

Mr. Mansore. It is a selling job. 

Mr. THomas. But pretty oe e and pretty slow. 

Mr. Mansure. But being backed up by the Appropriations Com- 
mittee means a lot. 

Mr. Tuomas. I have an idea there is no earthly reason to wait 12 
or 13 months and waste that money. There is a more direct way to 
do it and that way is simpler, which is by writing a limitation in this 
bill to the effect that wherever you point out there is a glaring expen- 
diture of wasted funds for rent, we can write a limitation in here 
that no part of these funds are going to be used to pay that rent bill. 
That is direct and it can bedone. Do you agree to that ? 

Mr. Mansvre. I believeso. I will have to ask 

Mr. Tuomas. How about that, Judge? 

Mr. Exxiorr. You certainly can. 

Mr. Tuomas. Do you have any glaring examples like you had last 
year ¢ 

Mr. Mansure. We are reviewing that now. Do we have any of 
these cases that we have worked up ? 

Mr. Meptey. Mr. Chairman, in connection with that limitation, 
you might also want to apply it to funds used for operation of Gov- 
ernment space. 

Mr. Tuomas. It works both ways. What else are you doing for 
this $1,754,000? This can really be converted into a moneymaker. 
We are not figuring on leaving it, yet. 

Mr. Sxeen. Mr. Chairman, there is always going to be some vacant 
space. It is unavoidable from the operating standpoint. A limita- 
tion forbidding the payment of any of these funds for vacant space 
will put a region in the position of where they will hardly be able 
to operate. 

Mr. Mansvure. We must have flexibility to operate. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Do you have any other glaring examples here? 

Mr. Sxren. No; there are not any. 

Mr. Tuomas. You say there are not any? 

Mr. Sxren. Not glaring like you ran into in New York. 

Mr. THomas. How many that are not quite so glaring? 

Mr. Sxeen. Well, the normal movement and reorganizations of 
agencies always causes some vacant space. 

Mr. Tuomas. What about that civil service operation in New York? 
You have not mentioned it. That is one we mentioned. If that is 
not a glaring one, I do not know what the word is. 

Mr. Frnecan. They need space in which to conduct examinations 
within the space at 641 Washington. 

Mr. Tuomas. That is right. Inclusive of the examination hall, we 
will call it, then they have at least one-third more than they need in 
these other big rooms. You will have 40 or 50 people rattling around 
in space—they get lost in it. They have much more room than they 
need. What do you say about that in New York? Are you familiar 
with that situation ? 

Mr. Srrawser. We have not that information but we will follow 
through on it. 
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Mr. Tuomas. What about that Civil Service Commission situation ¢ 

Mr. Mansvre. I might say that you met John Skeen a year ago as 
regional director in Chicago, Congressman Thomas. We have moved 
him to Washington. He has only “been here 2 weeks and that is going 
to be his function. He is going to apply the policies which have been 

carried out in the C hicago region and in other regions around the 

country from his experience as regional director. He is just getting 
into this and New York is going to be one of the first regions he will 
cover. 

Mr. Tuomas. He said there were not any more and I happen to 
know of one—that is all I know of personally. 

Mr. Mansure. He was speaking generally of the Chicago region. 

Mr. Tuomas. His remarks were not confined to the Chicago region. 
He said there were not any more. 

Mr. Mansvre. I might say that I was in New York last Thursday 
and Friday. The New “York office now is « ‘ompiling exactly the figures 
that you are asking for, but we won’t have them until later this week. 
That is an outgr owth partly of your visit there on some of this misuse 
of space in the ‘New York area 

Mr. Tuomas. We are not picking on New York or any other area. 
But if it exists in New York the probabilities are it exists in every 
other big city in the country. 

Mr. Mansvcrr. We speak of New York and Chicago and Washing- 
ton because those are large space areas. When you get out in Seattle 
you have a smaller situation. You cannot have the surplus of space 
in a region of that type because you don’t have that amount of space to 
work with. 

SPACE SURVEY 


Mr. Yates. The last fiscal year, according to this, approximately 
$530,980 was spent in space surveys. Who performs those? Do you 
do that yourself or do you have outside agencies going in? Are you 
given reports by people who do it? Whatis the nature of the survey ? 

Mr. Fineean. Space surveys are covered in item a (1) (a) on page 
40. For 1957, we contemplate an expenditure of $534,745. Those are 
surveys as to the utilization of space by tenant agencies. Our own 
people perform those. 

Mr. Yates. Why should it increase from year to year? 

Mr. Frxrcan. We have, over the years, Mr. Yates, been trying to 
survey more space, looking into the utilization of it and trying to 
correct the situations that Mr. Thomas spoke of. Until we have suf- 
ficient funds to hit our goal, we anticipate that th: at particular item 
would increase slightly from year to year. For 1957, we contemplate 
only an increase of 600,000 square feet of space to be surveyed under 
that program. 

Mr. Yates. Yousay your own people perform this service. Do they 
make reports ? 

Mr. Finecan. Yes, sir. 

Mr. Yates. To whom do they report? 

Mr. Finzcan. To regional officials. 

Mr. Yates. Was the New York situation one of the surveys made 
last year? That is, by your people? 

Mr. Fineaan. Yes, sir. 

Mr. Yates. What was the nature of their report ? 
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Mr. Frvecan. Over the years consideration has been given to re- 
organization of the Veterans’ Administration. Reorganizations 
that have been contemplated would vitally affect the space in 252 
Seventh Avenue in New York City. Further, some of the space that 
was there was scattered and it would have cost more than it would have 
been worth to revamp the operations within the space and make the 
space available to diferent assignments. 

Mr. Yates. There was a report of your space-survey group that 
there should be no shifting in the New York situation, no space utili- 
zation ¢ 

Mr. Frvzcan. No, sir. 

Mr. Yates. I gather from your answer that over the years you have 
investigated the “VA situation and you came to the conclusion that it 
would have been more expensive to have made the switch. 

Mr. Frvecan. The main building in question up there was Building 
RK within 252 Seventh Avenue. The estimate for recapturing that 
space was around $300,000 to $350,000 which made it quite expensive 
to recapture. The Veterans’ did not have the money and we did not. 
It called for reorganizing and moving Veterans’ considerably with- 
in the structure. Now, we have, as Mr. Thomas knows, reached an 
amicable settlement on the rec: upture and reassignment of that space. 

Mr. Tuomas. What about the Civil Service Commission space in 
New York? This unit has been operating here for years and years. 
What have you ever done about it? That space situation has not 
changed since right after the war. That waste has been going on all 
this time. They admit it. They do not need it. They like it. 

Mr. Frxnecan. We can supply information for the record on that. 

Mr. Tuomas. That begs the question. What are you going to supply 
for the record? What have you been doing with ‘this | money all this 
time? There is one of the most glaring examples I ever saw—almost 
as bad as the Veterans’ Administration. It has been going on for years 
and years. Of course, if you want to really get down to cases—it is 
nice to have all that examination space; it is convenient for the em- 
ployees who give examinations, but you can go out and use some high- 
school properties and some civic centers, halls, and save a hatful of 
money, but I assume it is more convenient for the Civil Service Com- 
mission not to do that. 

What about that other space that is being wasted? It is a Govern- 
ment-owned building, but that still begs the question to say that it is 
Government-owned, because within 15 or 20 blocks of that Govern- 
ment-owned building you are renting thousands and thousands of 
square feet of space ‘and paying $2 to $2.50 a month for it, and you 
could put people in this wasted space in this Government building. 
You cannot blame very well the Civil Service Commission for wanting 
to hang on to it. Iam not sure whether they want to hang on to it, or 
what it is. They have it. You can go in there and see a group of 
employees in this tremendous amount of space and they are rattling 
around in there. It is hard to find them. They get lost in z 

Mr. Yares. I do not understand what this unit does. I do under- 
stand what they are supposed to do, but your unit in this New York 
situation reported that it would cost too much to make the switch, and 
yet, after Mr. Thomas made his visit you came to some kind of ami- 
cable agreement that permitted the utilization of space without addi- 
tional expense. 
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Mr. Finecan. It was a compromise situation. 

Mr. Yates. Why could that not have been done at the time of the 
original space surveys? What do your survey teams do, just report 
and then for get about them subsequently ? 

Mr. Finecan. They seek to rectify a situation as they encounter it. 

Mr. Yates. Have they done it in any cases you have encountered in 
the last year? 

Mr. Frinecan. Yes, sir. 

Mr. Yates. Can you give examples of some ¢ 


SAVINGS FROM IMPROVED SPACE UTILIZATION IN 1955 


Mr. Finecan. Yes; we could. Further back in this particular item 
you will notice $2.9 million savings reported in 1955. That is an 
accomplishment of this group that we are referring to. 

Mr. Tuomas. That is a rank conclusion. Show us where you saved 
that. 

Mr. FinecGan. On page 41. 

Mr. THomas. You have a bunch of bold figures there that do not 
mean anything to me. 

Mr. Yates. You say that you saved $2.9 million. How did you 
do it? This says, in various ways. Do you have examples of where 
you did it; tangible examples ? 

Mr. FinreGan. We have roughly 375 individual records on that. 
When those savings are effected, reports are made on them. 

Mr. Yares. How did you arrive at the figure of $2.9 million / 

Mr. Finecan. By totaling up 375 individual reports. 

Mr. Yates. Can we get copies of those reports showing how you 
arrived at this $2.9 million ? 

Mr. Finecan. Certainly. 

Mr. Yates. Can those be furnished to the committee, copies of 
reports that will add up to $2.9 million 

Mr. Finrcan. Yes, sir. 

Mr. Yates. Do you have some of them available that come to your 
mind? Do you remember any of the 300 situations at all ? 

Mr. Finecan. No, sir. 

Mr. Mansure. Who is in charge of that, Paul? Who follows that 
work up? In other words, when you get the report, what do you 
do; how do you check with the region on where they reduce or whether 
they reduce the space or not? 

Mr. Finecan. When the region effects the economy they make 
a report. 

Mr. Mansure. Who has charge of those reports so we can get them / 

Mr. Frnecan. They are in my office and also the Office of Manage- 
ment. 

Mr. Mansvure. Can we have them by this afternoon or tomorrow 
morning ? 

Mr. FinreGan. Tomorrow morning. 

Mr. Yates. We will have them here tomorrow morning? 
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DISTRIBUTION OF EMPLOYMENT 


Mr. Tuomas. This is the central office operation; is it not? 

Mr. SkerEen. No, sir. 

Mr. Srrawser. Of the 274 positions in real estate utilization for 
1957, only 241 will be in space acquisition and utilization. Of these 
230 will be in the regional offices and 11 in the central office, sir. 

Mr. Tuomas. Where is that shown, in the green sheets ? 

Mr. Strawser. Total employment for real-estate utilization is shown 
on page 43 as 44 in the critical office and 230 in the field. That includes 
other functions than just surveys as shown on page 42. 

Mr. Tuomas. What do the 44 in the central office do now? The 
people in the field are supposed to see this? What can the people in 
the central office do? 

Mr. Sxeen. Of the 44 people in the central office, 8 are on appraisals 
of real estate, 19 deal with construction-project investigations and site 
management and only 17 supervise space surveys and leasing op- 
erations. 

Mr. Tuomas. You have 4 or 5 functions here: Sites acquired for 
future construction of Federal buildings are utilized and leased pend- 
ing construction, real property is appr raised, and real property man- 
agement practices at Federal agencies are examined. I remember 
Bert Re »ynolds for years and years was always talking about this unit, 
what great potential it had for saving the taxpayers’ money. But it 
looks like to me it has reached a pretty low ebb now. 


SAVINGS IN 1954 


Mr. Yates. Your justification for the fiscal year 1956 budget states 
this, on page 39: 

Savings to the Government: In keeping with the President’s economy drive, 
$5.2 million in savings were achieved as a result of functions financed by this 
subactivity through better utilization of space during 1954. 

This is what you said last year. You said this group saved $5.2 
million. This year they saved $2.9 million. Is there a duplication of 
any of the surveys between last year and this year in the reports that 
were made by your group ? 

Mr. Mansvre. Survey or savings? 

Mr. Yares. I assume it is the same thing. If there is a duplication 
of surveys there will be a duplication of savings. 

Mr. Puts. You mean was $2.9 million also used in the testimony 
last year ? 

Mr. Yates. Yes; because last year they say they saved $5.2 million. 
This year they saved $2.9 million. There have been no duplications on 
any of the 300 projects to which you testified for this year ? 

Mr. Finecan. No, sir. 

Mr. Yates. Those were other projects ? 

Mr. Frvecan. That’s right. 


EFFECT OF EXPANDING NEEDS OF TENANT AGENCIES 


Mr. Tuomas. The test of the usefulness and the amount of money 
saved by this activity is told in the overall Federal rent bill and the 
overall rent bill for this year has gone up over last year so how can 
they say they saved a penny ? 
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Mr. Mansvure. You must remember, Mr. Chairman, that the overall 
rent bill goes up because other agencies have expanded. Let me give 
you an example of that. Unbeknownst to us, Congress gives the 
Patent Office 250 more examiners and then, after ‘they get these exami- 
ners, they come to us and say, we have to have space for them. That 
is what happens. 

Now, as these other departments are permitted to expand, it is our 
obligation to furnish them with space. We have no control over what 
is given to them. That is a very simple example but that is what I 
have in mind. 

Mr. Tuomas. That is true. 

Mr. Mansure. What is happening is that we started out 2 years 
ago in a program of reducing the amount of space in the District of 
Columbia. Instead of that, there is a greater demand for space today 
than there was 2 years ago and a more critical shortage of space here. 
We have no control over that. We have to supply space demanded 
of us by tenant agencies in some way or other. Mr. Thomas, I do 
not want to be in the position of arguing with you because your state- 
ments are generally true. The number of Government agencies that 
are expanding last year and this year is quite a number. One is the 
Patent Office. 

Mr. THomas. That is quite an appreciable expansion. But on the 
other hand, a lot of these agencies are going down and a lot of them 
regardless of whether they are going down, are static, or inc reasing 
slightly have far more space than they need. It is rousting a: out 
of space like the Veterans’ Administration in that one office. I do 
not know how many more offices in that vast organization have space 
they do not need. Look at the Civil Service Commission situation 
we pointed out; also Health, Education, and Welfare. So your eyes 
and your enforcement officer ought to be this provision here in your 
regional offices. Maybe it is understaffed but I cannot see where the Vv 
have used the manpower wisely that they do have. 

Mr. Yates has been trying here to get some examples of space that 
they have saved and apparently you have some conclusions set out 
in your justifications. It seems to me if this division had been on its 
toes and done a tremendous job they would have brought that infor- 
mation right here to show you. They would have been brought in. 
They w ould have been proud of their work. I am assuming they have 
not done it because they do not have that information. Human 
nature has not changed any. If you have a division on its toes and it 
has done one terrific job they are going to be right here to lay it on 
the line to you. They have something to show. I am assuming they 
do not have anything to show here. 

You have given them every opportunity to show it and they have 
not come up ‘with anything. 

Mr. Yates. Mr. Mansure, would it be possible to furnish the com- 
mittee with information showing the savings of $5.2 million so we can 
compare the two? 


PLAN TO STRENGTHEN SPACE MANAGEMENT 


Mr. Mansure. We can get those. One thing I wanted to say to 
the committee, and I am not in position to give you a final answer 
on it yet. Because of this very thing that you are talking about we 
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are now reorganizing this operation. Ray Wines—you probably 
know of him—was the former vice president in charge of all the real 
estate of Equitable Life. He was a consultant for the Bureau of the 
Budget. He has retired from there. He has agreed to serve as a 
consultant to us. He was also on the Hoover task force. I think he 
was a director of the task force on the real property operations and 
this is one of the things that he is quite critical about. We have not 
the answer to it yet so I am not in a position to give you a 

Mr. Yates. What is he critical about, the oper ration of this unit! 

Mr. Mansure. In this reorganization, the control over the excess 
space starts first in the region. The region has to dig this up. 

Mr. Tuomas. That is right ; they are on the ground. 

Mr. Mansvre. It has to be coordinated in the central office. What 
I would like to do also is to supply to the committee the space situation 
within the District because this is the largest requirement of space 
that we have—of the increase in demands, and so forth. We will have 
to get that together. We might not be able to have that before late 
tomorrow or the day after tomorrow. 

But it does bear on this. 

Mr. Yates. I do not understand one thing. If this particular unit 
is doing such a good job by saving $5.2 million last year and $2.9 
million antic ip ated this fiscal year, why do you have to reorganize it? 

Mr. Mansvre. It is the recommendation of Mr. Wines who is an 
authority in his field. A small segment of the central office group 
which surveys other agency real property management practices is 
to be transferred to the Administrator’s office reporting directly to 
the Administrator so we can check these practices all over the country. 





AUTHORITY TO REQUIRE SPACE ECONOMIES 


Mr. Puituies. One thing that is not quite clear to me is: You really 
have to operate by indirection? You have no authority ? 

Mr. Mansvre. That is right. 

Mr. Puuusirs. First of all there is inertia. An agency gets estab- 
lished in a space. There is inertia and human dislike to give up any- 
thing. Second, there is a lack of flexibility. I mean, you cannot cut 
off 40 square feet from an agency. You have to cut. off an amount 
that can be used by somebody else. 

When you come to those points where you have those oportunities, 
that is where you are weak, is that right? You have to go over and 
say that this is too much space; we want you to move somewhere else. 
But you cannot say, “Here, you have to move some place else.” I 
believe the line of questioning of the chairman is to what extent are 
you fully acquainted and constantly acquainted with excess space and 
how quickly do you get that information ? 

Mr. Mansons. There is a great lag. The committee is putting their 
finger right on the problem. First of all, this goes back over a long 
period of time. 

VALUE OF VA BUILDING IN NEW YORK 


The Veterans’ Building in New York particularly never should 
have been purchased from an economic standpoint. 

Mr. Tromas. I cannot see why the VA ever wanted that old building. 

Mr. Mansvre. What we are up against is that they have a building 
which they bought cheap. It is a cheap building in a poor location. 
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As Mr. Finegan was trying to explain, it costs almost more to move 
them out of the space than to let them rattle around in it. That is 
one of our serious problems. It is the cost of making the move that 
is so great today compared to the cost of leaving it there. 

Mr. Tuomas. That wasa building that we ow ned ? 

Mr. Mansvre. A building that VA bought and we inherited. 

Mr. Putiiutrs. By ap reciation of property and depreciation of 
money would we not anles something on the sale of that property ? 

Mr. Mansvure. We thought so but our New York region advised me 
on Friday that is not the case in the building because the location 
has depreciated in value rather than increased. Mr. Thomas spoke to 
them about the sale of the building. They made a very careful check 
on whether we could sell the building and there just is no market 
for that particular location today. At the same time the building 
is so old that we should not 

Mr. Putters. Is it an old building? 

Mr. Mansure. What we are confronted with right now which I 
have to rule on is 250 Hudson where GSA is located. They are talking 
about moving the Navy out of that building—what is that move you 
just told me about ? 

Mr. Finrcan. Move Navy from 250 Hudson Street to 252 Seventh 
Avenue—then move HEW from 170 Varick Street to 250 Hudson. 

Mr. Mansure. My contention is, why make two moves! Leave 
Navy and move HEW into the other space. The trouble is there is 
not enough space for HEW where we want them to move. So we have 
to make two moves to accomplish one purpose. 

Mr. Puiiuies. Off the record. 

( Discussion off the record.) 

Mr. Tuomas. What is the answer to that problem building—how 
old is it—50 or 60 years of age ? 

Mr. Mansvre. It is 60 to 70. 

Mr. Tuomas. Right at 60. 

Mr. Mansvre. Not only an old building but it wasn’t properly 
constructed in the beginning. 

Mr. THomas. What is the answer to it ? 

Mr. Mansure. Of course, we could take a loss and get out of it 
altogether. We should put more agencies in there but no one wants to 
move into that location. 

Mr. Tuomas. Maintenance and operation eats you up and the 
answer to it is take it down and build a new one. Over the first 2 or 
3 years it will cost you money but over a period of 25 or 30 years or 
more, the lifetime of the building, you get cheap rent that way; 
don’t you. There is nothing wrong with the location from the Gov- 
ernment’s standpoint; is there? 

Mr. Mansure. No. I can’t give you the address, but it is an area 
which is strictly a so-called—— 

Mr. Tuomas. Slum area? 

Mr. Mansure. It is blighted, cheap. 

Mr. Tuomas. Decadent. 

Mr. Frnrean. 252 Seventh Avenue, fur-trade area, just below Penn- 
sylvania Station. 

Mr. Botanp. As the chairman suggested, the wise thing would be 
to tear it down and build in a good location. 

72350—56—pt. 1——42 
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Mr. Tuomas. There are still a jillion people there and they are 
going to use that area. 

Wouldn’t you save money over the long run to pull that 60-year-old 
building down? In the first 2 or 3 years, on a cost-accounting basis, 
your rent may be a little high but during the life of the building the 
rent bill would be cheaper. 

Mr. Mansvre. It is silly to put any more money into that building. 

Mr. Tuomas. Of course it is. What about the old customs and 
apparisers warehouse on the waterfront? How old is that building? 
I guess it is another 60, 65, or 70 years of age. 

“Mr. Mansure. We have the same problem with Ellis Island. At 
least we are getting the Government out of it, but Ellis Island was a 
very unprofitable operation. Now, there is litigation on whether it 
belongs to New York State or New Jersey. 

Mr. Tuomas. That piece of property, the customs and appraisers 
building, is a tremendous building. What is the area of the ground 
space 40,000 or 50,000 square feet ? 

Mr. Frneaan. 201 Varick Street ? 

Mr. Tuomas. Right on the waterfront, almost. I forget the location. 
I know it is on the waterfront. 

Mr. Yares. How much of the savings of this unit—going back to 
my previous line of questioning—how much of the savings of this unit 
is attributable to reductions effected by the Bureau of the Budget? 

Mr. Mansoure. Curtailment of operations. 

Mr. Yates. Were the savings predicated on such reductions ? 

Mr. Frnecan. No, sir; they would not be, Mr. Yates. 

Mr. Mansure. They were not attributable to shrinking of operations 
of some other department of Government. 


OPPORTUNITIES FOR SAVINGS REPORTED TO BUDGET BUREAU 


Mr. Yates. Do you report to the Bureau of the Budget opportuni- 
ties for savings in some of the agencies that you know about as a 
result of these surveys? Do you advise the Bureau of the Budget 
of savings that may be made in the operations of some of the agencies ? 

Mr. Mansvure. We have generally, but here is the problem with the 
Bureau of the Budget. 

Mr. Yates. What do you mean “generally”? 

Mr. Mansure. I want to explain this. It is just like this Appro- 
priations Committee. The group of examiners that we deal with, just 
have jurisdiction over us. There are other groups of examiners that 
have jurisdiction over the other agencies. 

Mr. Yates. I would think that it would be wise and it would be 
good administration to inform the Director of the Bureau of the 
Budget rather than any group of examiners, where savings may be 
effected in the operation of the buildings of some of these agencies. 

Mr. Mansvure. We did that this spring and we have some very good 
results on that. 

It is not only on buildings but it is also on all types of property 
utilization. Savings can be made in both real property and personal 
property utilization. 

Mr. Yares. Does not the Bureau of the Budget have authority to 
direct some of the agencies to evacuate parts of buildings or to remodel 
their operations so as to operate more efficiently? The chairman 
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and Mr. Phillips brought out that GSA does not have power now 
to compel various executive agencies to shift their space in accordance 
with what you consider to be more efficient operating practice. ‘The 
Bureau of the Budget, however, does have that power, does it not, to 
compel the executive agencies to operate more efliciently and econom- 
ically ¢ 

Mr. Exxiorr. Let me put it this way: We have some authority 
under section 210e of our own act with respect to assignment of space 
and also under Reorganization Plan No. 18 of 1950. I do not believe 
that the Bureau of the Budget has any such authority. Of course the 
Bureau does have the authority by reason of its control of the budget. 

Mr. Yates. Yes; it does. 

Mr. Ex.iorr. To slap a reserve where funds are appropriated to the 
agencies. 

Mr. Tuomas. Pretty potent authority; isn’t it? 

Mr. Exxiorr. It can’t force them to move but it can slap a reserve on. 

Mr. Yates. When the agency appears before the Bureau in the first 
instance and requests funds, if the Bureau of the Budget had the re- 
ports of General Services Administration, indicating that the expend- 
tures of that agency could be reduced as a result of better utilization 
of space, don’t you think the Bureau of the Budget by an appropriate 
restrictive action on the purse strings could induce or persuade that 
agency to follow the suggestions of General Services Administration ¢ 

Mr. Exsiorr. The Bureau could do it at two times. At the time you 
mention, when they come before it for an estimate and they could dis- 
allow that portion of the estimate which they felt was excessive. 

Secondly, if the Bureau got a report after an appropriation was 


made to those agencies, the Bureau could do what they call put a 
reserve on an expenditure that would prevent the 


REPORTS OF SPACE UTILIZATION 


Mr. Yates. Our friend down at the end states there are something 
like 300 reports of his group last year resulting in savings or potential 
savings of $2.9 million. Those are actual surveys, or actual savings 
that have occurred as a result of your suggestions. 

Do you have other suggestions that have not yet occurred, which 
you think would result in savings? In other words, have not reports 
been made which would indicate potential savings if complied with? 
These are actual facts that have already taken place, presumably ? 
Do you have other suggestions which would show additional savings 
could be made if they were complied with ? 

Mr. Frnrean. Let me answer your question this way, Mr. Yates. 
The $2.9 million cost us some money. The one time cost ran in excess 
of $1 million. The regional people are constantly looking into the 
utilization of space and I would assume that the answer to your 
question is “Yes.” 

Mr. Yares. You said that there were approximately 300 reports 
which underlay the $2.9 million saving. Were there any reports made 
by this group other than those which underlay the $2.9 million sav- 
ings¢ How many reports did your group make, in other words? 

Mr. I'tnrean. I do not have a figure on that. The reports I spoke 
of cover the actual economies effected. 
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Mr. Yates. That is right. You told us there were savings of $2.9 
million as a result of 300 reports made by your group. How many 
reports in all did the group make ‘ 

Mr. Frxecan. That would be all the reports on savings they made 
because they only make a report when a saving is effected. 

Mr. Yates. Your group doesn’t make a report of a potential saving, 
or a recommendation ¢ 

Mr. Frnecan. That isa different type of a report. That is a report 
on space utilization. 

Mr. Yares. I know that. 

Mr. Frnecan. They would try to accomplish those in the field and 
if they couldn’t, then they would send them on in to the central office 
and we would work with the agencies. 

Mr. Yates. Are not the 300 reports on space utilization which have 
been effected 

Mr. Frnecan. Asa base; yes, Mr. Yates. 

Mr. Yates. The only difference that I see is that in one instance the 
savings have been effected as a result of your suggestion coming into 
being. 

Mr. Frnecan. Yes, sir. 

Mr. Yates. The other type of report is one where you recommend 
an action be made which, if accepted will result in another savings. 
How many such reports do you have ? 

Mr. Srrawser. May I just indicate there that these people who make 
the surveys are employed in the regional offices. They make their 
reports of “on site” surveys to the regional office officials. They also 
make recommendations as to what should be done to make savings in 
space. 

The regional people then follow that through and endeavor to get 
the agencies involved to make certain moves or shifts that would result 
in better utilization and savings of space. 

The reports that we receive, that he is speaking about, are on savings 
on those that are successfully accomplished. We don’t have the direct 
reports of those that they have not been able to work out. In some 
cases, the other agency may prove to our regional office that it is not 
an economic or efficient move. Then there is a third group where we 
might ask the agencies to make a move. Because of the refusal of 
the local agency representatives or other circumstances the accomplish- 
ment is delayed. I do not know whether that clears the picture or not. 

Mr. Yates. Yes; I know what you are talking about. Those are 
in addition to the 300 he spoke about. 

Mr. Strawser. Those would be in addition. 

Mr. Yates. Is there any reason why the third group to which you 
referred should not be passed along to the Bureau of the Budget ? 

Mr. Srrawser. As to that third group, the region first tries to work 
them out. 

Mr. Yates. The third group was the group where the regional people 
thought that the ideas suggested were proper ones and then tried to 
work them out. If they are unsuccessful, should they be referred to 
the Bureau of the Budget ? 

Mr. Strawser. If unsuccessful, they refer them to the central office. 
Our central office people then approach the central office people of the 
appropriate agency here in Washington and we try to resolve the 
differences. We had a difficult situation last year at 201 Varick Street 
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in New York. We believe that is completely resolved. Others have 
also been solved. 

[ would say this: In the few circumstances where we cannot solve 
the problem in our liaison with the agency officials here in Washing- 
ton, consideration could be given to approaching the Budget Bureau 
for assistance. 

Mr. Yates. I want to know how many such reports there are in the 
third class that have come to your central office, recommending addi- 
tional savings or potential savings. You have 300 where the savings 
were accomplished. Now in this third group you have an additional 
number of reports that have come to your central office where you think 
additional savings can be made but where you haven’t been able to 
work them out with the individual agency. That is correct, isn’t it 

Mr. Srrawser. That is correct. I would estimate that during the 
past year there probably have been as many as maybe a dozen such 
cases reported to the central office. 

Mr. Yates. Only a dozen such cases ? 

Mr. Srrawser. Where the regions could not effect the change. 
would have to verify that. 

Mr. Yares. Would it be possible to verify this to the committee 
because of those dozen reports some of the agencies may come before 
this committee for their appropriations. Would it be possible for you 
to give us copies of those at the same time you give us the 300 ¢ 

Mr. Srrawser. We will be glad to. 

Mr. Yates. Thank you, sir. 

(The following statement was supplied later :) 

Subsequent review discloses that all reports of disagreements in the field which 
have been received in the central office to date have been successfully resolved. 


NATIONAL INDUSTRIAL RESERVE 


Mr. Tuomas. Let us take a look at the National Industrial Reserve. 
Insert pages 44, 45, and 46 in the record at this point, please. 


(Pages 44, 45, and 46 are as follows :) 
OPERATING EXPENSES, PBS 


3. National industrial reserve 


i | 
| | 
| Amount een: 

i | 

| Department | Field Total 


Average employment 


1956 $1, 417, 200 | 14 | 
+300, 000 ‘ 


1, 717, 200 | 





HIGHLIGHT 


“A reserve of Government-owned industrial plants, machine tools, and in- 
dustrial equipment is maintained to supply essential needs of the Armed Forces 
in time of national emergency. Protection and maintenance will be required on 
12 plants and 8,171 tons of machine tools in 1957, compared to an estimated 7 
plants and 7,091 tons of machine tools in 1956, and 5 (9) plants and 1,000 (5,015) 
tons of machine tools in 1955. Increase of $300,000 for 1957 will provide for 
improving layaway conditions for plants and tools.” (From the Budget for 
1957 ; parenthesis supplied by GSA. ) 
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Included under this activity for the first time is protection and maintenance 
cost of surplus properties, previously budgeted under “Surplus property disposal.” 

Provision for payments in lieu of taxes pursuant to Public Law 388, 84th 
Congress, will be included in a proposed supplemental estimate when necessary 
data has been developed. 


Summary of performance cost 


1955 | 1956 1957 











(a) Reserve properties: 
(1) Protection and maintenance _____-...-...---------- $412, 877 $581, 700 710, 000 
(2) Machine tools and equipment_-_---- chbbenabinbe 298, 340 369, 900 397, 700 
(3) Layaway of industrial plants_.............--- a eines ee ee | Sd 200, 000 
(4) Dehumidification of warehouse space_-_-_-_---..-...--|-------------- ae 100, 000 
(6) Surplus properties: (1) Protection and maintenance ----__- 215, 479 465, 600 309, 500 
Total cost or estimate ..........-.--- pdbbadlndendieceak 926,696 | 1,417,200 | 1, 717, 200 


JUSTIFICATION 
(a) Reserve properties 
(1) Protection and maintenance.—Entails establishment of working stand- 
urds for scope, methods, priority, and estimated cost of layaway operations, and 
protection, maintenance, alterations, restoration and dismantlement of units in 
the plant reserve. It includes standby maintenance, protection and safeguard- 
ing of such units and administration of reserve leases and term sales. 


Performance cost: 


RP a ea detest aee wtietpi canes eululek dekemee $412, 877 
TR oii oe er ek i alt lesen beees eee 581, 700 
a cack a ec me eden acta ct gaa nd cha a 710, 000 


The 1957 estimate, based on individual plant requirements as set forth in sum- 
mary on page 47, provides for protection and maintenance of 12 properties for 
127 plant months, compared to 7 in 1956 for 75 months. The increase is caused 
by termination of 6 lease agreements, thereby reverting those properties to stand- 
by and maintenance status, less one special project for which GSA has respon- 
sibility in 1956. 

Performance cost for 1957 includes cost of administering 25 term sales and 15 
fully leased facilities. Rental receipts from reserve properties totaled $2,160,- 
000 in 1955. It is estimated rentals will total $2,360,000 in 1956 and $2,019,000 
in 1957. 

(2) Machine tools and equipment.—Entails (a) maintenance of a reserve of ma- 
chine tools and industrial equipment, including transportation to storage loca- 
tions, receiving, dismantling, processing, preserving, warehousing and prepara- 
tion for shipment, and (0) leasing of tools and equipment to contractors engaged 
in defense work. 

















| 
| 1955 1956 1957 
Starting inventory (tonnage). ................................ 4, 255 6, 384 7, 684 
nn SUNN Fs at +627 +500 +700 
RO RGM RN NON os ca cibincncbncendcnncccmmmn +2, 022 +1, 000 +500 
Disposals -___- aaa SE ek ws ee ne — 520 —200 —300 
miaees tavonterw Gonmpens) ........ 2.2... a wks sn cnn 6, 384 7, 684 8, 584 
MVOTRGS WETEMOG {(CORMEGO) — 65. oon occ ssc ecece cco secccconeen 5,015 7, 091 8, 171 
Unit cost_- 2 +: ET A ae ee ETE A EER DS $59. 49 $52. 16 $48. 67 
I eae $298, 340 $369, 900 $397, 700 





Increase in average workload for 1957 is attributed to new selections being 
made for the reserve from excess Government-owned tools, return during the 
year of all reserve tools now on lease, curtailment of the leasing program, and 
only minor outshipments from the reserve. 

Rentals from leased tools totaled $336,600 in 1955 and are estimated at 
approximately $225,000 and $150,000, respectively, for 1956 and 1957. 

(3) Layaway of industrial plants.—Entails major repairs to buildings and 
structures housing production equipment and processing machine tools, produc- 
tion equipment, and utilities at those facilities for extended standby where 
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layaway work has never been performed, or those facilities taken out of pro- 
duction by reason of the termination of leases or operating contracts. 

Leases without renewal option will expire late in 1956 or early in 1957 at 
6 facilities. Leases do not provide for lessee to place facilities in layaway for 
extended standby. 

To the extent of funds requested herein, layaway will be performed on 
machine tools and more vital production equipment at those facilities being 
returned from lease. No provision was made for layaway work in 1955 or 
1956. The 1957 estimate is considerably under that required for a full-seale 
layaway program at the facilities involved, which would include all the installed 
production equipment, utilities, buildings and structures. 


Performance cost: 


_ $200, 000 


(4) Dehumidification of warehouse space.—Entails making airtight certain ex- 
isting warehouse space and purchase and installation of sufficient dehumidifica- 
tion equipment to control moisture content. 

Extensive tests by DOD have conclusively demonstrated many benefits through 
controlled-moisture storage. Revised military standards for preparation, 
storage and maintenance of production equipment for industrial mobilization 
recognizes only controlled storage, either through heating or dehumidification. 
In addition to sharp reduction in annual maintenance cost, lighter protective 
coatings allowable under controlled storage conditions permit more rapid turn- 
out in event of need. Deterioration due to oxidation is arrested instead of 
being merely starved as under conditions of uncontrolled storage. 

Tests have disclosed that reprocessing cycle for unheated storage is every 
5 years, for heated storage every 10 years, and completely eliminated in de- 
humidified storage. Savings effected from elimination of reprocessing promises 


to fully amortize installation cost of such equipment in approximately 3 years. 


1955 1956 





Work unit (square feet) i Seeieus . - 74, 000 
Unit cost... _- oy eee : pe eee ele a $1. 35 
Performance cost : ped . : a eee Mi aks $100, 000 


(b) Surplus properties 
Protection and maintenance.—Custody, protection, maintenance, and manage- 
ment of all excess and surplus real properties under jurisdiction of GSA are 
provided. 
Performance cost : 
$215, 479 
465, 600 
309, 500 


The 1957 estimate based on individual property requirements as set forth in 
summary on page 48, provides for protection and maintenance of 30 properties 
for 329 property-months, compared to 32 in 1956 for 322 property-months. 

Despite an accelerated disposal program, surveillance and minimum of main- 
tenance must be provided pending disposal. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffing.—$1,044,800 provides average employment dis- 
tributed as follows: 








Reserve protection and maintenance_-_- 
Machine tools and equipment 
Surplus protection and maintenance 





Total average employment 
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Increase in employment for reserve protection and maintenance from 112 in 
1956 to 148 in 1957 reflects round-the-clock guard service at properties being 
returned from lease. Ninety-four percent of personnel during 1957 will be field 
employees, all but seven of which will be stationed at industrial plants, equip- 
ment warehouses, and surplus properties. 

Other objects.—$672,400, of which $651,400, or 38 percent of estimate, covers 
program operations costs. Amounts shown for 03 Transportation of things, 
05 Rents and utility services, 07 Other contractual services, and O08 Supplies and 
materials, are for inbound freight costs, utility costs for certain plants and ware- 
houses and operating supplies, materials, fuel, spare parts, ete., required for 
maintenance of plants and processing of machine tools and equipment. 

Increase shown for 07 Other contractual services, provides for layaway of 
plants and dehumidification of warehouse space to be performed under contract. 

The balance of $21,000, or 1.2 percent of estimate covers: 

(1) $12,500 for travel, based on 163 days by central office officials and 
381 days for regional personnel at an average cost of $23 per day for periodic 
inspections, engineering surveys, investigations, and engineering supervision 
of work at reserve plants, warehouses, and surplus properties. 

(2) $8,500 for normal office expenses, including communications services, 
supplies and materials, and printing and reproduction of regulatory and 
manual material, leasing agreements, and standard and office forms. 


Mr. Tuomas. This is the national industrial reserve. The justi- 
fication states you want a total of 245, or an increase of 29 over last 
year. Isthat correct ? 

Mr. Meptry. Yes, sir. 

Mr. Tuomas. Dollarwise, you want $1,717,200 against $1,417,200. 
Is that correct ? 

This is the operating expense for the national industrial reserve: 

“A reserve of Government-owned industrial plants, machine tools, and 
industrial equipment is maintained to supply essential needs of the 
armed srvices in the national emergency. Protection and maintenance 
will be required on 12 plants.” How many did you have last year? 

Mr. Prnkiery. Seven. 

Mr. Tuomas. Nine plants and 5,015 tons of machine tools in 1955, 
an increase—you jumped from 9 to 12 plants this year; is that correct / 

Mr. Pryxtey. That is right. 

Mr. Tuomas. And from 5,000 to 8.000 tons of machine tools. Is that 
correct? Where are those plants located? I have this underscored 
here. 

PROTECTION AND MAINTENANCE OF RESERVE PROPERTIES 


The 1957 estimate, based on individual plant requirements as set 
forth on the summary page, provides for protection and maintenance 
of 12 plants for 127 months, as compared to 7 for 75 months. Let us 
see what your performance table on page 47 shows. 

Put this in the record, will you, Mr. Reporter ? 





yr mer 





(Page 47 is as follows:) 


Statement of protection and maintenance costs, reserve properties 





T 
| 
} 


| Protection and maintenance 


costs 


Reported 
residual 
| ee ean 
cost | 1955 1956 





NAME AND LOCATION OF PROLERTY 


NELCO Metals, Canaan, Conn_-. 

AMCO Magnesium Plant, Wingdale, N. Y 

United Engineering & Foundry, New Castle, Pa 
Benjamin Franklin Graphite Plant, Chester Springs, Pa 
Air Reduction Sales Plant, Gloucester, N. J 

Columbia Aircraft, Valley Stream, N. Y ‘ 

General Electric Co., Schenectady, lie Mitchie dalilcela dans ‘ 
General Electric Co., Syracuse, N. Y- 

Grumman Aircraft, Port Washington, N. Y- 

Firestone Tire & Rubber, Burlington, N. C 

Diamond Magnesium Plant, Painesville, Ohio 

Waco Aircraft Co., Troy, Ohio_.._..._-- 

Gary Armor Plate Plant, Gary, Ind--. 

Dow Chemical Co., Bay City, Mich___.__.---- 
Permanente Metals Plant, Manteca, Calif. 

Rohr Aircraft, Chula Vista, Calif... . 

E lectro-Metallurgical Quarry, Spokane, “Wash - 


nN oi i cha bbbduduwsaes 
ACTIVITY SUEERVISION 

Central office ; nee it 
New York regional office 
Chicago regional office . 
san Francisco regional office_- 
Seattle regional office 

Total protection and maintenance costs 


Mr. Tuomas. Name these plants that you have for 1957. 

AMCO magnesium plant, W ingdale, N. Y.—what are you going 
to do there for $55,000 ¢ 

Mr. Prnkiey. Maintain the plant in a condition to reactivate as 
instructed by the Secretary of Defense, so as to produce half its annual 

capacity in the first year of oper ation. 

Mr. Tuomas. You are not going to do all of that, are you, for 
$55,000 ? 

Mr. Pinkiey. Yes, sir. We won't reactivate it but we will maintain 
it in a condition where it can quickly be put into operation. It means 
keep it cleaned out. 

Mr. Tuomas. That is what I was thinking, but that is not what you 
said the first time. 

How many employees do you have for protection and maintenance ? 
What are you going to do for $55,000? How many people do you have 
doing it ? 

Mr. Pinker. Twelve. 

Mr. Tuomas. The next one is United Engineering & Foundry, New 

Castle, Pa., and you are reporting an acquisition cost of $23 million. 
Is that correct ? 
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Mr. Mansure. We are trying to sell it. 

Mr. Tomas. What are you going to spend $210,000 on it for? 

Mr. Prnxtey. It is for 45 employees, largely for machine tools 
and equipment cleaning, preservation and 

Mr. Tuomas. Your 45 employees—is that guards or what? 

Mr. Pinxtey. Nine guards, three men around the clock. 

Mr. Tuomas. Take this table on page 47 and break it down between 
guards and maintenance employees for the years 1956 and 1957 and 
also show costs other than personal services. 

Mr. Mansvre. Payroll records. 

Mr. Tuomas. That is right. Why do you have 12 plants this year 
instead of 7 plants as you had last year? What happened ? 

Mr. Pinxtey. Some plants will be returned from lease, leases 
having expired. We have one where a mortgage was foreclosed. Also 
some plants have become surplus and the term of obligation by the de- 
claring agency to maintain them has expired. We keep maintenance 
on surplus property at a minimum. 

Mr. Tuomas. How many industrial plants does the Government 
have, either in standby reserve or out on lease that you may or may 
not get back into the reserve? Give us a little information. What 
is the sum total of all those plants—some 30 or 40? 

Mr. Prnxiry. There are actually 372 properties of all kinds. Main- 
tenance is only to be provided for on 12 reserve plants and 30 surplus 
properties. 





SURPLUS PROPERTIES NOT IN THE RESERVE 


Mr. Tuomas. Where are the other plants? Are they under juris- 
diction of Public Buildings Service? 

Mr. Pinxiry. That is right, page 48 has a list of properties not 
in the reserve. 

Mr. Yates. Owned by the Government ? 

Mr. Pryxtey. Yes, sir. 

Mr. Tuomas. Are any of these plants up for sale? 

Mr. Pinxtiey. Yes, sir. However, the list is not confined to in- 
dustrial plants. 

Mr. Tuomas. Are they all up for sale? 

Mr. Prnxtey. They are all available for sale. 

Mr. Tuomas. Put page 48 in the record. It should be stated that 
on these properties, there is not much money being spent on them. 











(Page 48 is as follows :) 


Statement of protection and maintenance costs—Surplus properties 


Protection and maintenance 


Reported conte 


residual | 
acquisition | 
cost 


NAME AND LOCATION OF PROPERTY 


Fort Andrews, Hull Mass_. : $1, 880, 000 | 
od OR eee ee Sa ia ae 1, 243, 000 
PHS Hospital, Vineyard Haven, Mass 64, 000 | 
Fort Green, West Reservation, R. I 82, 000 | 
Marine Hospital, Portland, Maine. 303, 000 
Fort Warren, Boston Harbor, Mass 355, 000 
‘ ort Levett, Portland, Maine s , 570, 000 
Peak’s Island Military Reservation, Portland, Maine , 500, 000 
Mishaum Point, South Dartmouth; Mass 400, 000 |_- 
Allied Chemical & Dye, Buffalo, N. Y.. a a , 096, 000 | 
Westinghouse, Homewood, Pa 109, 000 | 
McCreary Tire & Rubber C 0., Indiana, Pa_- aaa 763, 000 
syracuse Army Airbase, Syracuse, es tat eu oe 560, 000 | 
Fort H, G, Wright, Fisher's Island, Ndi oc edn cee i 741, 000 | 
VA hospital, Lyons, N. J. he 7 6,000 |... 
Air Reduction sales plant, ‘Gloucester, N.J-. ee 228, 000 | 
Benjamin Franklin Graphite, C hester Springs, Pa : 860, 000 |_- 
Madison Barracks, Sacketts Harbor, N.Y cee 473, 000 | 
Air Reduction sales plant, Rochester, Ne 194, 000 | 
Grumman Aircraft, Port Washington, NM. e 308, 000 | 
Hoffman Island, Staten Island, N. Y_....---- ; : , 694, 000 | 
Columbia Aircraft, Valley Stream, N. Y -- re , 045, 000 | 
Hydro-Electrie project, High Point, N. C_------ 147, 000 | 
Camp Toccoa, Stevens County, Ga-- lal , 452, 000 |. 
Dow Chemical Co., Bay City, Mich-_....-..-..-.--..---.--- , 618, 000 
Timken-Detroit Axle Co., Detroit, Mich a , 465, 000 | 
Gary Armor plate plant, Gary, Ind earkods 18, 283, 000 
PHS hospital, Cleveland, Ohio 7 ccna ; 1, 864, 000 
Pullman Standard Car Co., Chicago, Ill. _.-..-------- ; 482, 000 | 
Eversharp, Inc., Chicago, i _ Sees 73, 000 
Republic Steel, ‘Warren and Y oungstown, Ohio_- ; 10, 158, 000 
Clifton Products, Painesville, Ohio. __------ 441, 000 
Scioto Ordnance, Marion, Ohio : or 907, 000 | 
National Carbide & Carbon, Ashtabula, Ohio____------- 3, 237,000 | 30,000 | 
Omaha alcohol plant, Omaha, Nebr : aie 6,461,000 | 20, 479 
0’ Reilly General Hospital, Springfield, ao: seawall 3, 561,000 | 58, 742 | 
Jefferson Barracks, St. Louis, Mo--- ame 1, 177, 000 
Alumina Plant, Laramie, W yo------ caetivn a | 4, 603, 000 
VA hospital, Walla Walla, Wash fs ee as 328, 000 
McNary Dam townsite, MeNary, Oreg 3, 761, 000 | 
: ort Worden and Hudson Point, Port Tow nsend, Wash 3, 443, 000 
L. Moore’s Estate, Roseburg, ’Oreg ca waanstaieain ae 88, 000 
Fort Flagler, Port Tow nsend, Wash 2, 262, 000 | 
Fort Casey, Coupeville, W ee Se 2 a 1, 539, 000 
VA Hospital, Klamath Falls, Oreg_ : 25, 000 | 
Willamette Valley Wood Chemical, Springfield, Oreg-.--- 3, 095, 000 








Total direct costs -_ - ? | 215, 479 , 700 260, 
Activity supervision: | 
Central office. __- is Ira cesta di teenie Saba iar rae 27, 400 27, 
New York regional office_- saa ‘Binet aaseen ties | &, 000 8, § 
Chicago regional office SO A Le dee see ie nanos eae nasnk oe moa 5, 800 g, 


Seattle regional office 6 Se tn oa Big oe ef 4, 700 4,7 


Total{[protection"and"maintenance costs--..-..-..-----|.-- i 215, 479 | 465, 600 309, ! 
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Mr. Tuomas. You are spending $260,000 on them ? 

Mr. Mansure. We have one there for Gary Armor plate plant—— 

Mr. Tuomas. What do you mean you are not spending 

ae Pinker. We have reduced the amount from $419,700 in 1956 

$260,100. 

” Mr. Tuomas. I misunderstood you. I thought you said something 
like—How many of these plants do you have / 

Mr. Prnxtry. Forty-two plants on which we will have to provide 
protection and maintenance, 

Mr. Tuomas. I thought you said the total is 372. 

Mr. Prnxiey. There are 372 actual properties of all kinds under 
management of this Division. A good many of those properties are 
not under lease or do not have to be maintained. They are vacant. 

Mr. Tuomas. You have 30 or 40 here. 

Mr. Pinxey. Thirty on page 48 and 12 on page 47 is 42. 

Mr. Yates. I do not understand. 

Mr. Tuomas. Where are the rest of them? 

Mr. Pryxtey. The rest of them are not listed because we are asking 
no funds for P. and M. 

Mr. Tuomas. What is the status of those? 

Mr. Prnxtry. They are all kinds of real property. Some are vacant 
land. 

Mr. Tuomas. Put a sheet in the record here, a tabulation showing 
the nature of the property, the acquisition cost, and some reason why 
you are not spending any money on them. Are they up for sale or 
what ? 

Mr. Prnxiey. Many of them are; yes, sir. 

Mr. Tuomas. Are any of them under lease? 

Mr. Prnktey. Yes, sir. 

Mr. Tuomas. Show us which are. Let the table show whether they 
are under lease or not under lease. 

Mr. Yates. Why aren’t they included in this justification? 

Mr. Pinxtry. Because we have only included the ones on which 
funds are requested for protection and maintenance. 

Mr. Tuomas. All of those properties are under lease, then? 

Mr. Pinxtey. No, sir; some of them are vacant land or small prop- 
erties which we boarded up. 

Mr. Tuomas. You mean to say you have vacant land in the indus- 
trial reserve ? 

Mr. Pinker. No, sir, not in the reserve per se. In addition to NIR 
plants, all surplus properties are carried in the inventory of this 
Division whether or not we provide protection and maintenance on 
them. 

Mr. Tuomas. Still carried in the industrial reserve ? 

Mr. Prnktey. In the inventory of surplus property, not in the 
reserve, per se. 

(The information requested is as follows :) 
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Have been removed trom the Nik for disposal as surplus properties. 
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Mr. Tuomas. That is not the industrial reserve. 

Mr. Prnxiey. The NIR Division has this year been assigned the 
management of all surplus and excess property, including the na- 
tional industrial reserve plants. 

Mr. THomas. You ought to make a distinction. You have always 
made a distinction between the industrial reserve which is set up by 
statute and this other property. 

Mr. Perron. Mr. Chairman, you remember last year I submitted 
to the committee a statement of our activities during the fiscal year. 
That activity covers all the properties which we have certified as 
excess, that have been 

Mr. Tuomas. We are going to get into surplus property in a minute 
and that is what you are speaking to now and we don’t want to 
commingle the industrial reserve with surplus property. 

Mr. Peyton. They are not the same, Mr. Chairman, but the Na- 
tional Industrial Reserve Division, has the protection and main- 
tenance function on surplus as well as those plants in the national 
industrial reserve. That is the point. 

Mr. Mansvure. Custody of all surplus real property is now under 
the NIR Division. Disposal of all surplus real properties is now 
under Surplus Property Disposal Division. 


CHANGES IN STATUS OF RESERVE PLANTS 


Mr. Yares. I do not understand why you included some of the 
plants on page 47 with those on page 48. The first one which appears 
is Dow Chemical Co. at Bay City. Why should it be listed in both 
places ? 

Mr. Prnxzey. It is listed under P and M, on page 47, for 1955, 
when it was in the reserve. It was dropped out of the reserve at 
the end of the year and became an ordinary surplus property. So it 
is carried on page 48 for 1956 and 1957. There is no duplication of 
costs, merely a change in status. The same is true of other plants. 

Mr. Troatas. Why were they dropped? Were they leased ¢ 

Mr. Prnxiey. The Secretary of Defense said they were no longer 
required for the mobilization base. 

Mr. Tromas. Are they under lease now / 

Mr. Pinkuey. No. 

Mr. Yates. Isn’t the Dow Chemical plant under lease ? 

Mr. Prnxitey. The Dow Chemical at Bay City was formerly leased 
by Dow, but is no longer under lease. 

Mr. Yates. I thought the properties on page 48 were all under 
lease. 

Mr. Prnxitry. Those are properties which have been under P and 
M for 1955, 1956, or 1957. 

Mr. Yates. And are some of them on page 48 under lease? 

Mr. Pinxey. Yes, sir. 

Mr. Yates. How do we know which ones are under lease and 
Which ones are not? 

Mr. Prnxktey. I will give you a complete list. 

Mr. Yates. That distinction is not made here. 

Mr. Pryxiey. No, sir. 

Mr. Evins. Mr. Peyton will you please clarify the difference be- 
tween pages 47 and 48 and the 12 plants listed in the exhibit here, 
these properties listed. 
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Mr. THomas. Let us see if I can do it. 

On page 47 are properties that properly belong in the industrial 
reserve. Those on page 48 do not. That list fluctuates a little bit 
but not too much. I mean that the Secretary of National Defense 
may during the year declare one of these properties surplus, not 
needed by the Government. Now, the big list you refer to—— 

Mr. Yares. Are the properties listed on page 47 the only ones in the 
national industrial reserve ? 

Mr. Srrawser. Mr. Yates, the items on page 47 are those that are 
in the national industrial reserve and the Department of Defense has 
required them to stay in the reserve. 

Mr. Yares. Are the properties on page 48 ? 

Mr. Srrawser. If, ine the year, the Secretary of Defense takes 
off the security clause on any one of those plants, then they auto- 
matically go off the industrial reserve inventory and go into the 
inventory of sur plus and excess properties. 

Where they go off, you will notice that there is a difference in the 
cost. For example, on page 47 costs are shown for Gary armor 
plate, in the 1955 year. But no costs are shown in 1956 or 1957. 

Mr. Yares. Does that mean there are no plants listed which are in 
industrial reserve ? 

Mr. Srrawser. They are not in both places for the same time. You 
find Gary also about a little below the middle of page 48. You will 
see there is no cost in 1955 because that was provided under the work- 
load for industrial plants shown on page 47. We pick it up in the 
workload shown on page 48 for 1956 and 1957 when it is declared 
excess and no longer needed for security purposes. The names are 
duplicated but the amounts are not. These plants listed here are only 
those where, during any one of the 3 years, we have had protection 
and maintenance expenditures. We have not attempted to list here 
in this estimate of appropriations other properties for which pro- 
tection and maintenance funds are not required. 

Mr. Yates. How can we on the committee tell by looking at page 48 
which of the plants i is in the national industrial reserve ? 

Mr. Srrawser. Those listed on page 47 in the 1957 column are antic- 
ipated to be in the reserve throughout that year. Those listed in the 
1957 column on page 48 are not listed in the reserve during 1957. 

Mr. Osrerrac. Under the circumstances, why do you ask for money ’ 

Mr. Srrawser. There is need to protect, maintain, and safeguard 
the pr operty until we can dispose of them by sale or lease. 

Mr. Botanp. In this list on page 48, some of these plants are now 
under lease ? 

Mr. Srrawser. Wherever there is a dash in the 1957 column, those 
would be under lease ? 

Mr. Bortanp. Are any of the plants which are listed on page 45. 
which have an appropriation for 1957, are any of those under lease’ 

Mr. Pinxiey. There are some of them under lease now which 
will expire before 1957 

Mr. Botanp. Because some of the leases expire ? 

Mr. Prnxtey. That is right. Then we will have to maintain them 
until we can dispose of them. 

Mr. Evins. Do you have to maintain them when you have a lease? 

Mr. Tuomas. Normally the lessee does it. 
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Mr. Mansure. When they are in the industrial reserve, there is an 
entirely different type of maintenance required than when they be- 
come surplus over here on the next page. When they become surplus, 
we keep them from being stolen. 

Mr. Tuomas. Will you gentlemen come back at 1 o’clock and in 
the meantime get together and revise these lists and come back and be 
able to clearly lay it on the line just what is in your industrial reserve 
and separate it from your surplus. 

Mr. Yates. And what is on lease and what isn’t. 

Mr. Osrerrac. What is the status of veterans’ hospitals in connec- 
tion with this industrial list ¢ 

Mr. Pryxutey. They are under our management. However, they are 
not in the industrial reserve and have no relationship. You will notice 
the heading of page 48 is “Surplus properties.” The heading of page 
47 is “Reserve properties,” which are not surplus properties. 

Mr. Osterrac. They are not in the Industrial Reserve Division, is 
that correct? 

Mr. Prnxstey. The division responsible for its protection and 


maintenance. 
AFTERNOON SESSION 


Mr. Tuomas. Please come to order. When we recessed for the noon 
hour, we were discussing the industrial reserve. 


PROTECTION AND MAINTENANCE OF RESERVE PROPERTIES 


Mr. Administrator, the record justifying the $710,000 will be in- 
serted at this point. That page concerns the guards, maintenance 


employees, materials, and so forth. 
(The material referred to follows :) 


JUSTIFICATION 
(a) Reserve properties 
(1) Protection and maintenance.—Entails establishment of working standards 
for scope, methods, priority, and estimated cost of layaway operations, and pro- 
tection, maintenance, alterations, restoration, and dismantlement of units in the 
plant reserve. It includes standby maintenance, protection, and safeguarding 
of such units and administration of reserve leases and term sales. 


Performance cost: 


581, 700 
710, 000 


The 1957 estimate, based on individual plant requirements as set forth in 
summary on page 47, provides for protection and maintenance of 12 properties 
for 127 plant months, compared to 7 in 1956 for 75 months. The increase is 
caused by termination of 6 lease agreements, thereby reverting those properties 
to standby and maintenance status, less one special project for which GSA has 
responsibility in 1956. 

Performance cost for 1957 includes cost of administering 25 term sales and 15 
fully leased facilities. Rental receipts from reserve properties totaled $2,160,000 
. 1955. It is estimated rentals will total $2,360,000 in 1956 and $2,019,000 in 

957. 


Mr. THomas. How many maintenance employees and how many 
guards will you pay out of the $710,000? 

Mr. Prnxtey. There will be 141 field employees less 7 which are 
actually in the regional offices, which would leave 134 total employees 
at the plants. 

72350—56—pt. 1-43 
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Mr. Tuomas. Custodial protection, maintenance, whatever denomi- 
nation, about 134? And how many in the central office? 

Mr. Prnxtey. We have 14. 

Mr. Tuomas. Fourteen in the central office. 


Surpius Prorerty D1sposan 


Let us take a look at Surplus Property. 
Insert pages 51 and 52 in the record. 
(The pages referred to are as follows :) 


OppraTine Exprenses, PBS 


4. Surplus property disposal 





Average employment 


LE 








Amount = |——----_,-—_——- 
Department Field Total 
1956. ....---- oo nn nn no en oe enn nn eo +o oo one ee $476, 000 16 51.7 67.7 
Change Secale naan ana ea ei arent eg ea nial | +65, 000 +3 +6.8 _ +. 8 
1957...-....------------ wasinnspeniessdenanebeones $541, 000 | 19 | 58.5 | 77.5 
HIGHLIGHT 


“Real property, reported excess, is screened with all Federal agencies for pos- 
sible utilization. Unneeded property is declared surplus and sold, leased, ex- 
changed, or otherwise disposed of. Sales of surplus real property may be made 
directly by the General Services Administration or through private brokers and 
auctioneers. 


“Changes in the inventory of surplus real property are shown in the following 
table: 


“Acquisition cost (in millions of dollars) 





1955 actual | 1956 estimate | 1957 estimate 


SSS 


Inventory, beginning of year__.--------- peiteadckecws $235.3 $181.8 $312.8 
Additions (declarations, repossessions, ete. Bodies dA Gaal 42.9 401.0 488.0 
Inventory, end of year (—)_...-----..--.------- REY? —181.8 —312.8 —2R0.8 





Dispositions (sales, withdrawals, ete.) ___.....----------------- 96. 4 270.0 520. 0 


“It is estimated that $48.4 million will be paid into the Treasury from this 
activty in 1957, compared to $30.2 million in 1955.” (From the Budget for 
1957. ) 

Increasing emphasis on disposal of Government surplus real property is ex- 
pected to accelerate reports of excess. In order to cope with substantially in- 
creased workload, Public Law 760, approved August 31, 1954, authorizes use of 
proceeds of sales to employ private appraisers, auctioneers and brokers to aug- 
went comparatively small staff maintained by GSA. 

Acquisition cost of real property to be handled anticipated to increase from 
$468.7 million in 1955 to $1,109.9 million in 1956 and to $1,438.4 million in 1957. 
Combined Bhnnelthans by GSA, auctioneers, and brokers are anticipated to in- 
crease from $96.4 million in 1955 to $270 million in 1956 and to $520 million in 
1957. 

Detailed listings of excess and surplus property actions during 1955 have been 
Performance cost: 
filed with committee staff. 


eden ee ee hen a $345, 959 
SUR CASA toe ie wie) ey: 476, 000 
1957 
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JUSTIFICATION 


In brief, operations of this activity are: 

Excess property.—Analyze and review reports of excess; notify agencies of 
availability ; transfer or temporarily assign excess; determine properties sur- 
plus to needs of Federal Government. Analyze and review holdings of various 
agencies with submission of reports as to agency utilization. 

Surplus property.—Inspect, classify, appraise, and dispose of by sale through 
negotiations of GSA employees or private brokers and auctioneers, or otherwise, 
surplus real properties and related personal property in inventory. Pending 
such disposal they are outleased, income from which was $6,687,000 in 1955 and 
estimated as $5,400,000 and $5 million in 1956 and 1957, respectively. 

Supervision.—Supervision of the overall program covers also supervision of 
private appraisers, brokers, and auctioneers under contract. 


Workload: Inventory to be handled: 
($ million acquisition cost) $468. 7 $1, 109.9 $1, 438. 4 
Unit cost (percent of acquisition cost) -___-_-- rues 0. 0738 0. 0429 0. 0376 


$476, 000 
Inventory changes ($ million acquisition cost): | 

Excess property -.---- a $190. 5 $527.1 } $637.6 
Surplus property: | 

Beginning - ’ eee 235. 3 181.8 312.8 

Additions (declarations, repossessions, etc. 401.0 488. 0 

Reductions (disposals, withdrawals, etc.): 
Bete 96. 145.0 | 170.0 
By auctioneers and brokers - ; 350.0 


I iii aickin is Knwensain> duns temeiieoa = $345, 959 


$541, 000 


Ending ou i 312. 280. 8 


Substantial increase in program is expected in 1957 due to: (1) Increased 
release of excess properties as result of real property program conducted jointly 
by Budget Bureau and GSA; (2) intensified excess real property program con- 
ducted by Office of Secretary of Defense and unfreezing of properties being held 
pending determination of needs by DOD; (3) impact of legislation requiring 
payment in lieu of taxes; (4) more continuous examination of excess real 
property for continued utilization; (5) revestments of health and educational 
properties through compliance action by the Department of HEW; (6) other 
emphasis on return of unneeded property to private ownership, as reflected by 
recommendations of the Hoover Commission, and interest of Congress and 
State and local Governments. 

Inspections of widely dispersed surplus properties must be made to determine 
condition and value before offering for sale or lease. 

Maximum use of auctioneers familiar with local markets will assist in 
expediting sales of properties located away from headquarters cities of GSA’s 
regional sales staffs. Fees and related costs are payable out of proceeds of 
dispositions and are scheduled under the head “Expenses, disposal of surplus 
real and related personal property.” Enactment of pending legislation pro- 
viding authority to negotiate sales would result in reducing inventory of surplus 
property, particularly industrial plants. 

Increase in potential workload for 1957 is estimated at approximately 207 
percent more than workload for 1955, while the increase in performance cost 
and average employment approximates 56 percent. This results in substantial 
decrease in unit cost, 


Mr. Tuomas. What is the distinction between Surplus Property 
Disposal and Industrial Reserve? Does the Surplus Property Dis- 
posal contain any personal property or is it all real estate? 

Mr. Pryron. It handles the disposal of all real estate and related 
personal property, no unrelated personal property. 

Mr. THomas. What do you mean by related and unrelated ¢ 
_ Mr. Peyton. In plants you have fixed machinery and equipment and 
items that are sold with the plant as an integral part of the plant. It 
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does include such items, but does not include unrelated personal prop- 
erty, such as office equipment, and so forth. 

Mr. Tuomas. In other words, it includes whatever personal prop- 
erty is in the buildings? 

Mr. Peyton. In the plants. 

Mr. Tuomas. The building situated on the property under 
discussion. 


EMPLOYMENT FOR SURPLUS PROPERTY DISPOSAL 


Mr. Tuomas. Page 51 shows 67 people for 1956 and 77 for 1957. 

Mr. Peyton. Yes, sir. ’ 

Mr. Tuomas. In 1956 you had 52 in the field, 16 in the departmental 
office. This year you want 19 in the department and 58.5 in the field. 

I note this language: 

Real property, reported excess, is screened with all Federal agencies for possi- 
ble utilization. Unneeded property is declared surplus and sold, leased, ex- 
changed, or otherwise disposed of. Sales of surplus real property may be made 
directly by the General Services Administration or through private brokers and 
auctioneers. 


I want to talk to you about those brokers in a minute. 


Changes in the inventory of surplus real property are shown in the following 
table : 

Inventory at the beginning of 1955 was $235.3 million; 1956, $181.8 
million, an estimate, and then it jumps back up again, which is purely 
an estimate, of $312.8 million. 

Now [ have this underlined here: 

It is estimated that $48.4 million will be paid into the Treasury from this 
activity in 1957, compared to $30.2 million in 1955. 

This is a quotation from the Budget. 

I have a notation up here, 1.5 percent. 

Mr. Srrawser. The appropriation estimate is a little over 1 percent 
of the $48 million income. Perhaps that is what you were thinking of. 
In other words, the estimate is 1.1 percent of income to be paid into the 
Treasury in cash. 

Mr. Tuomas. Total estimate is $541,000, that is right. My arrow 
points to that figure. One and one-half percent. You have adminis- 
— costs related to your returns to the Treasury from the sales. 

You Say : 


USE OF BROKERS AND AUCTIONEERS IN SALES OF SURPLUS PROPERTY 


“Increasing emphasis on disposal of Government surplus real prop- 
erty is expected to accelerate reports of excess. In order to cope with 
substantially increased workload, Public Law 760, approved August 
31, 1954, authorizes use of proceeds of sales to employ private ap- 
praisers, auctioneers, and brokers to augment comparatively small 
staff maintained by GSA.” 

You have had that authority about a year and a half now? How 
much did you expend last year on paying outsiders to handle you 
property there ? 

Mr. Peyton. We did not pay out any funds for employment of 
brokers, since our authority to negotiate sales expired last June 30 and 
sales through brokers are negotiated sales. 


wen =~ aa 


oe ff -~ m, 
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We therefore have been prohibited from employing brokers since 
that time. We have used auctioneers and are planning to use them 
more in the sale of property. I do not have available at the moment 
the actual amount paid to them. 

Mr. THomas. I am reading the act approved August 31, 1954: “To 
amend Federal Property Administrative Services Act of 1949, as 
amended, to provide for payment of appraisers, auctioneers, and 
brokers’ fees in disposal of Government surplus real property, and 
for other purposes. Fees paid to appraisers, auctioneers, and brokers 
shall be in accordance with the scale of fees customarily paid for such 
purposes in similar commercial transactions, and in no event shall 
more than 12 percent of the proceeds of all dispositions within each 
fiscal year of surplus real and related personal property be paid out 
of such proceeds under this disposition.” 

According to that act, you can pay a man 75 percent of what he 
sells on X pieces of property just so lene as when you add up X, Y, 
Z, A, B, C, and D, it is only 12 percent. Is that correct ? 

Mr. Peyton. I don’t believe I follow you, sir. 

Mr. Tuomas. It was clearly stated. 

Mr. Peyron. The maximum fee that we pay on any one sale is 5 
percent on the first $50,000 and is graduated down from that point 
to one-half of 1 percent, depending on the total sales price. 

Mr. Tuomas. I will read the language again : 

“Fees paid to appraisers, auctioneers, and brokers shall be in ac- 
cordance with the scale of fees customarily paid for such services in 
similar or commercial transactions, and in no event”—this is where 
you really got the door wide open—“in no event shall more than 12 
percent of the proceeds of all dispositions within each fiscal year of 
surplus real and related personal property be paid out of such pro- 
ceeds under this authorization to meet the direct expense incurred 
with such dispositions.” 

Mr. Meptey. Mr. Elliott isn’t here yet, but I think his interpreta- 
tion of this law is that the phrase “in accordance with scale of fees 
customarily paid for such services in similar commercial transactions” 
boils down to mean that we have to pay prevailing rates in the local- 
ities of disposal. 

Mr. Tuomas. What about the next clause ? 

Mr. Meptey. What Mr. Peyton explained is we have fixed the scale 
of figures so that they cannot exceed 5 percent on any 1 sale. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Tuomas. Regardless of what the language says, what interpre- 
tation do you put on it? 

Mr. Peyton. The interpretation we put on it is that we are limited 
to 10 percent by agreement with the Senate Government Operations 
Committee even though the law does say 12 percent. We limit such 
expenditures to 10 percent of the gross proceeds of the sales made in 
any 1 year. 

Mr. Tuomas. The overall commission or individual commission ? 

Mr. Peyton. Overall commission. 

Mr. Tuomas. In other words, as I said a while ago, on X piece of 
property, if it brought a thousand dollars, you could pay a $900 com- 
mission provided at the end of the year all the commissions on sales 
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of properties A, B, C, D, et cetera, on down the scale, did not figure 
out more than 12 percent on the sum total. 

Mr. Peyton. Theoretically you are correct. We didn’t prepare that 
language. It was written on the Hill. In practice, we have limited 
our sales commissions to a schedule of fees, as applied to each sale, 
with a top of 5 percent for the first $50,000 graduated down to one- 
half of 1 percent. 

Mr. Tuomas. How many pieces of property were sold by this 
method last year ? 

Mr. Peyton. By brokers, none. 

Mr. Tuomas. How many with auctioneers ? 

Mr. Pryron. We have had 8 auction sales since the law has been 
in effect, involving 99 individual purchasers. 

Mr. Tuomas. How much were your total figures ¢ 

Mr. Peyton. I can get that, sir. 

(The information requested is as follows :) 
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AMOUNTS PAID TO BROKERS AND AUCTIONEERS 


Mr. Tuomas. A few minutes ago I asked how much you had paid 
to brokers and auctioneers. Do you have the figures now? 

Mr. Mepiry. There was obligated, as of June 30, 1955, $50,847 for 
appraisers, and $135,531 for brokers and auctioneers. There have 
been no actual expenditures for broker fees and the contracts, on 
which we established a contingent liability figure, expired June 30, 
1955. 

Mr. THomas. How have you been selling that property in the past? 

Mr. Peyron. We have sold it ourselves by either the sealed-bid 
method or we have employed auctioneers on a per diem basis and they 
operated under our supervision. 

Mr. Tuomas. I don’t notice any $135,000 reduction in the overall 
amount of money spent by this unit, but, on the contrary, it is an 
increase. 

Off the record. 

(Discussion off the record.) 

Mr. THomas. What did you spend last year or any given period on 
these auctioneers? One hundred and thirty-five thousand dollars? 
I did not see that reflected in the reduction in this unit cost here. 

Mr. Pryron. Our actual expenditure for auctioneers has been 
$35,000, not $135,000. It won’t be reflected in a reduction in appro- 
priated funds because we are employing auctioneers to augment our 
sales force, not to substitute for it. We will still require our salaried 
employees to sell more property by other methods. 


SALES OF SURPLUS REAL PROPERTIES 


Mr. Tuomas. You only sold $181.8 million this year and last year 
you sold $235 million and you did not even have authority last year 
to spend that money on these auctioneers. Your volume has fallen 
and your expense has increased. 

Mr. Pryron. No, Mr. Chairman. The figures you quote are inven- 
tories at the start of those years, not sales. 

Mr. Yates. Is that property sold or in inventory ? 

Mr. Peyton. In inventory. We have sold since July 1, through 
January 1955, almost as much as we sold for the entire fiscal year 
of 1955. 

Mr. Tuomas. Is $270 million the right figure for sales? 

Mr. Peyton. $270 million in 1956. f 

Mr. Tomas. As against $96 in 1955? 

Mr. Peyton. That is right, sir. 

I would like to go back to Mr. Medley’s obligation figure on auc- 
tioneers and brokers. Did that figure include advertising and survey 
costs ? 

Mr. Meptery. No; that was just obligations set up for auctioneers 
and brokers, $135,000. 

Mr. Tuomas (reading) : 


Inspect, classify, appraise, and dispose of by sale through negotiations of 
GSA employees or private brokers and auctioneers, or otherwise, surplus real 
properties and related personal property in inventory. Pending such disposal 
they are outleased— 
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What do you mean by that? Tocontinue— 


income from which was $6,637,000 in 1955 and estimated as $5,400,000 and 
$5 million in 1956 and 1957, respectively. 


What is the total income from your property that you have in 
the industrial reserve? Let’s keep two columns here. 


DIFFERENCE BETWEEN NATIONAL INDUSTRIAL RESERVE DIVISION AND 
SURPLUS PROPERTY DISPOSAL DIVISION 


First industrial reserve and then your surplus category. There is 
quite a difference. 

Did you say a while ago that your Industrial Reserve Division 
was now handling the industrial reserve property as well as your 
surplus ? 

Mr. Pryton. Income from Industrial Reserve leases was about $2,- 
100,000 and from surplus category approximately $6,600,000. The 
National Industrial Reserve Division provides protection and main- 
tenance on both Industrial Reserve and on surplus properties. 

Mr. THomas. What about sales ? 

Mr. Peyton. Sales for both types of properties are handled under 
the Surplus Property Disposal estimate. In a reorganization last 
year all sales and leasing functions were placed in the Surplus Prop- 
erty Division and all protection and maintenance functions in the 
National Industrial Reserve Division. 

Mr. Toomas. Say that again. 

Mr. Peyton. All sales and leases in the Surplus Property Division 
regardless of whether the properties are in the National Industrial 
Reserve, or Surplus. 

Mr. Tuomas. You have 77 people doing that work ? 

Mr. Peyton. Yes, sir; for property disposal. The Industrial Re- 
serve Division has 185 for protection and maintenance of properties. 

Mr. Tuomas. What part of that 185 is in the field? 171 in protec- 
tion and maintenance in the field. You have 14 in the Reserve in the 
District. 

INCOME FROM REAL PROPERTIES 


What about your income from those two classes of property ? 

Mr. Meptry. Rental income from reserve property was $2,160,000 
in 1955. And then on the leases alone on the surplus property an 
additional $5.4 million for 1956. 

Mr. Tuomas. $5.4 million for the regular surplus. What is the 
book value of your industrial and your surplus? 

Mr. Peyton. Acquisition cost ? 

Mr. Tuomas. Yes; that isa better term. Acquisition cost and what 
would be your fair market value as of today ? 

Mr. Peyton. The acquisition cost as of June 30, 1955 for surplus was 
$182 million and for industrial reserve properties in the custory of 
GSA it was $136,500,000. 

We do not have the fair market value of all these properties because 
we don’t appraise them until we are ready to sell them. We should 
have the property currently appraised within a year of date of sale. 
Otherwise it is not an accurate report of current fair market value. 
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APPRAISAL OF PROPERTIES 


Mr. THomas. Haven’t these properties been appraised once? 

Mr. Peyton. No, sir; not by GSA. 

Mr. Yates. You asked him what the acquisition cost was. Ask 
what depreciation was so we can get present value on the basis of the 
books. 

Mr. Pryton. The Government doesn’t maintain its books on any- 
thing but acquisition cost. 

Mr. Yates. Don’t you take depreciation ? 

Mr. Mepiey. No, sir; not unless you are operating an industrial or 
revolving fund. 

Mr. Tuomas. How long have these properties been in surplus 
category ¢ 

Mr, Peyton. Some of them have been in inventory for several years. 

Mr. THomas. Certainly you have had those appraised, have you not ? 

Mr. Peyton. If they have been on lease. We haven't had them ap- 
praised for sale purposes; no, sir. 

Mr. Tuomas. You mean the average man who leases one is not in- 
terested in buying? 

Mr. Peyton. In the average case he is not interested in buying. We 
get an appraisal for lease purposes, but not for sale. 

Mr. Tuomas. How do you Sears one unless you have the other ? 

Mr. Pryron. It is an entirely different approach and technique. 
One on an investment basis, the other on a use basis. 

Mr. Evins. In case a purchaser or municipality wanted to acquire 
X piece of property, then you appraise it? But not before? 

Mr. Peyton. That is right. 

Mr. Evins. You do not make the appraisal prior to that time? 

Mr. Peyron. Not until we are ready to talk to a municipality about 
buying it, or until we are ready to advertise it for sale. 


NUMBER OF PROPERTIES SOLD 


Mr. Yares. Page 51 indicates during 1955 you sold properties that 
had a value of $96.4 million, but you estimate during 1956 you will 
sell properties that have a value of $270 million. 

Mr. Pryton. Yes, sir. 

Mr. Yates. These are the market values? 

Mr. Peyton. This is acquisition cost, not market value. 

Mr. Yates. This is original cost ? 

Mr. Peyton. That is correct. 

Mr. Yates. Do you have the original cost for all properties listed 
in the inventory ? 

Mr. Peyton. Yes, sir. 

Mr. Yares. Of the properties that sold for $96.4 million, ean you 
tell us what those sold for? 

Mr. Peyton. Yes, sir. 

Mr. Tuomas. $30.2 million. 

Mr. Pryron. I will give you the whole breakdown. We sold 
properties on an outright-sale basis amounting to $31,251,000 at acqui- 
sition cost, for which the sale price was $7,400,000. 

Mr. Tuomas. $7,400,000 for properties that had an acquisition cost 
of $31 million? 
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Mr. Perron. That is right. They had been currently appraised at 
$7,500,000. 

Mr. Tuomas. While we are at that point, could you tell us what 
the income from those properties was? 

Mr. Peyton. I could. You mean rental income at the time of sale? 

Mr. Tuomas. At the time of sale so that we might be able to deter- 
mine from the rental what the actual value was, too. 

Mr. Peyton. I doubt if many were rented at the time, but I can 
vet that for you. 

Mr. Tuomas. All right. 

(The following information was supplied later :) 

Properties rented at time of sale are as follows: 

Lehigh Foundries, Easton, Pa., annual rental, $48,000; sold for $480,000. 

Pacific Chain & Manufacturing Co., Portland, Oreg., annual rental, $28,000; 
sold for $175,000. 

Mr. Evins. It seems to me GSA ought to have a known value of 
the property it manages and controls. 

Mr. Peyton. The difficulty is, sir, if we appraised all these prop- 
erties at one time, by the time we were ready to offer them for sale 
the appraisals would be out of date. 

Mr. Evins. At least you would have a historical record of what 
it was valued at at one time. 

Mr. Peyton. These appraisals cost a lot of money, and we would be 
spending it for just a historical record. We want to find the fair 
market value immediately prior to offering the property for sale. 

Mr. Yares. This list of real and personal property shows a re 
ported cost. 

Do you not start from that with each of these properties? Do you 
not have a reported cost for each property ¢ 

Mr. Pryron. The reported cost is the acquisition cost reported to 
GSA by the agency which declared the property excess. 

Mr. Yates. Does it not do that in each of the cases where property 
is transferred to you for sale or disposition ? 

Mr. Peyton. Yes, sir. 

Mr. Yates. You do have a starting point? 

Mr. Pryton. Yes. We have an acquisition cost or reported cost 
on every property we have in inventory. 

Mr. Botanp. You have the appraisal made as close to the date of 
sale as possible ? 


PROCEDURE ON EXCESS AND SURPLUS PROPERTIES DISPOSAL 


Mr. Peyton. Yes, sir. Let me give you the process. An agency 
reports property to us, and you have a ‘list there of all of the prop- 
erties that were reported excess to us during that fiscal 1955 reporting 
period. Those are new cases reported, not our complete inventory, 
just what was reported to us brand new during that fiscal year. 

Each one of those properties is reported with the acquisition cost 
to that agency. 

The first step is to see whether there is a justified Federal need by 
another Federal agency for the property. If there is we submit the 
transfer to the Budget Bureau, to check on the availability of funds 
for reimbursement in the requesting agency’s appropriation before 
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we go through with it. Then the property is transferred to the 
requesting Federal agency. It may be reimbursable at full value or 
partial, but the point is we do not have the property appraised by 
an outside commercial fee appraiser because it would be, we think, 
wasting money. 

If there is no Federal need for it and it goes into the surplus cate- 
gory and we are ready to offer it for sale, we have it appraised by an 
outside appraiser because we want to know its current fair market 
value at that time and do not want to rely on an appraisal made 2 or 
3 years ago which is completely out of date. 

Mr. Tuomas. How many pieces of property went to make up this 
$270 million? 

Mr. Peyton. That is for 1956, so we will not know that until after 
June 30, 1956. But I can give you the figures from July 1, 1955, to 
January 31, 1956. 


LIST OF EXCESS AND SURPLUS REAL PROPERTY ACQUIRED AND DISPOSALS 


Mr. Tuomas. Will you give us a table for 1955, 1956—and it will be 
partially ee on. 1956—two tables, one for the industrial and 
the other for the ae but in both cases show acquisition cost, 


where you have sold them, and then your industrial, some demarca- 
tion or some symbol showing whether you still have it or not, and 
the appraised value as of some time, and what it cost you to dispose 
of it, and then some description and location of it, about 6 columns, 
and the same thing for your surplus property, 1955 and to date for 
1956. 


PF ehesheches| 
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(The information referred to follows :) 


Excess AND SurpLtus REAL PROPERTY AND RELATED PERSONAL PROPERTY— 
Activity REcORDED FOR Periop Juty 1, 1955-Jan. 31, 1956 


List A—Ezxcess reported 
REGION 1—BOSTON 


GSA control . Reported 
No. Property cost 


Thousands 
H-Conn-412 Blue Hills housing t project, Hartford (0.09 acre, 1 building) $21 
H-Conn-413 Fort Hill Homes, Groton (66 buildings) bieaa 301 
H-Conn-413A Fort Hill Homes, Groton (10 buildings) _-.................- 46 
V-Conn-414_ “eae oe hospital reservation (portion), Newington 4 
14 acres 
Elmwood Acres, West Hartford (9.1 acres, 2 buildings) __.----- ; 51 
Fort Ruckman Fire Control Station, Nahant (0.03 acre, easement) __- (1) 
Mishaum Point Military Reservation, South Dartmouth (27 acres, 383 
15 buildings). 
Chatham Lifeboat Station, Morris Island (5.3 acres, 3 buildings) - -- -- 30 
Veterans Administration hospital, Bedford (43.4 acres) 9 
Outlying airfield, Plymouth (284.3 acres, 1 building) 130 
Gay Head Lifeboat Station, Chilmark (32,250 square feet, 3 buildings) -- 7 
Veterans’ Administration hospital reservation (portion), Brockton 
(44 acres, 1 building). 
Veterans’ Administration hospital reservation (portion), Rutland 
Heights (26.8 acres). 
Immigration station, East Boston (1.6 acres, 3 buildings) 
Birch Hill Reservoir, Templeton (1.5 acres) 
Naval fuel annex, East Boston (2.3 acres) at 
Post office site, Indian Orchard (0.3 acre) .........-....------------ : 
Post office site, West Warren (0.3 acre) ____- 
Wyman- -Gordon Corp. Plancor 2304, North Grafton (204.3 acres, 
1 building). 
Manomet Lifeboat Station, Manomet (1 acre, 3 buildings) 
Victory Rd. (portion), Dorchester (0.6 acre) - 
Presque Isle Air Force Base, Presque Isle (185 acres, 7 buildings) _- 
Post office site (portion), Belfast (724 square feet) 
Post office site, Old Town (1,815 square feet land) - - 
hey a en hospital reservation (portion), Togus 
Schoodic Peninsula Lifeboat Station, Winter Harbor (5.5 acres)... ___| 
Widow Island National Wildlife Refuge, Penobscot Bay (12 acres, 
2 buildings). 
Post office site, Hanover (540 square feet) 
Federal housing project (portion), Wickford (3.4 acres) - -- ae 
Juniper Island Light Station, Burlington (10 acres, 10 buildings)... 
Post office site, Island Pond (0. 5 acre) 


Region 1 (31 cases) 





REGION 2—NEW YORK 


Post office site, Middletown (17,967 square feet) 
Coast Guard repair shop, Atlantic City (0.5 acre, 5 building: 
Evans Signal Oikdings —e Shark River Hill Hotel, 4 
(4.6 acres, 3 buildin 
Air Reduction sales ~ +4 Gloucester (0.6 acre, 4 buildings) 
Highlands Air Force Station, Highlands (4.4 acres) 
Veterans’ Administratiion ‘administrative center (portion), Bath 
(166.5 acres). 
V-N Y-443B he ee erasure hospital reservation (portion), Montrose 
34.4 acres 
V-NY-451A Veterans’ Administration hospital reservation (portion), Northport, 
Long Island (35.2 acres). 
Veterans’ Administration hospital reservation (portion), Castle Point 
(62 acres, 1 building). 
Oak Island Beach Lifeboat Station, Babylon (0.1 acre)_._.__- r 
Montauk Point Bay Light Station Reservation, East Hampton (4.6 


acres). 
Post-office site, Freeport (900 square feet) 
Oswego Lifeboat Station, Oswego (6,633 square feet, 1 building) 
Old Rondout Light Station, Kingston (foundation) 
Post-office site, Hartsdale (38,498 square feet, 2 buildings) 
Post-office site, Lynbrook (54,224 square feet) 
Post-office site, Palmyra (26,215 square feet) 
Post-office site, Tarrytown (37,030 square feet) 
“an Administration hospital reservation (portion), Sunmount 
53 acres 


See footnotes at end of table. 














ee 
V=Pe-~430A..-....... 


G-Pa-449 
G-Pa-450 
G-Pa-451________.--- 
G-Pa-452__..__.__- 

G-Pa-453._. : 
H-Pa-454__...____- 

V-Pa-455 


V-Pa-456_._.......- 
V-Pa-457___......-- 


V-DC-—408 
G-Md-410 
D-Md-426 


N-Md-427 


G-P R-412 
G-Va-410 
V-Va-438 

Z-Va-439 
G-Va-440 
V-Va-441 
H-Va-442_ Saeki 
D-Va-443___._---- 
T-Va-444 ae 
V-W Va-418A- 


I-WVa-419......... 
D-W Va-420____- 
V-WVa-421 


V-Va-438A.......-.. 
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List A—Ezcess reported—Continued 
REGION 2—NEW YORK—Continued 





Property a 
Thousands 
Oswego Light Station (dwelling), Oswego (3,300 acres, 2 buildings) ___ 9 
Veterans’ Administration hospital reservation (portion), Lebanon 9 
(43.5 acres). 
Post-office site, Minersville (10,848 square feet). _....... 22-22-22 ook 12 
Post-olfice site, Mount Carmel (9,000 square feet)... _..._....------__- 22 
Post-office site, Shippensburg (14,384 square feet, 2 buildings) - 17 
Post-office site, Verona (17,495 square feet)... _.................---.--. 12 
Bureau of Mines building site, Wilkes-Barre (33,640 square feet) ___ 25 
Cumberland Village, Green County (0.4 acre, 2 buildings) ey 21 
Veterans’ Administration hospital reservation (portion), Pittsburgh 16 
(65 acres). 
Veterans’ Administration hospital reservation (portion), Erie (4 acres) 6 
Veterans’ Administration hospital reservation (portion), Coatesville 53 
(176 acres, 12 buildings). 
I ee eB te sa 716 
REGION 3—WASHINGTON, D. C. 
Veterans’ Administration hospital site, Soldiers Home (26 buildings) - - (*) 
Animal quarantine station, Turner Station (14 acres) 51 
Baltimore Signal Depot (Shultz Farm), Baltimore County (46.3 acres, 346 
gravel surface). 
Frank Knox School, Naval Air Station, Patuxent (7.2 acres, 2 build- 427 
ings). 
Post office site, arene fhe ae see cs x 
Post office site, Falls C hurch (33,437 square feet) - - 23 
Veterans’ Administration hospital reservation, Richmond (18. 4 acres) - 9 
Fowler Bidg., Rosslyn (5 buildings) ............--...-.....-..--.-.--- 72 
Post office site, Lawrenceville (16,082 square feet)... _...._._____-__--- 11 
Veterans’ Administration hospital, Roanoke (123 acres) - .------ 22 
Douglas Park housing project, Portsmouth (8 acres) .._......-....--- Y 
Fort Lee Military Reservation (portion), Fort Lee (66.7 acres) _ _-__-- 4 
| Lifeboat station, Kiptopeke (9 acres)__..-.....--_------- 8 
Veterans’ Administration hospital reserv ation, Huntington (83.8 9 
acres). 
Fish cultural station, Moorefield (9 acres, ponds)... -- 3 
| Naval storehouse, Point Pleasant (85.2 acres, 31 buildings) - : 835 
Vi eterans’ Administration hospital reservation (portion), Martinsburg 3 
(27.7 acres 
Veterans’ Administration hospital, Richmond (32.3 acres) _-. _--------- 19 
EY SR cn canes aeachaunucedCeeenanen $e4ebudee 1, 859 








REGION 4—ATLANTA 





D-Ala-426___--.--- 


H-Ala-427____._----- 
G-Ala-428__.......-- 
G-Ala-429_____....-- 
D-Ala-430___...._.-- 
TD-Ala-431___.._---- 
V-Ala-432__.....-- 


D-Ala-433_........-- 
D-Fia-423A ..-....-.- 


D-Fla-446A-_...-..-- 
1D-Fla-447____..__--- 
D-Fla-447A__-..---- 
G-Fla-448___...._.-. 
N-Fla-449___.._._-_- 


T-Fla-450__........- 


D-Fla-451__....----- 
F-Fia-452........... 
D-Fla-453 
D-Fla-454 


D-Ga-440 
G-Ga-442 





| Redstone Arsenal (portion), Huntsv ille (248 acres) _ __- 
| Veterans’ Administration hospital reservation (portion), Tuscaloosa. 


| Avon Park Air Force Base (portion) (245 buildings) 


Maxwell Air Force Base Reservation (portion), 
acres). 

Prichard homes project, Prichard (9.7 acres, 1 building) 

Post office site, Elba (22,500 square feet land)____.._.._.._-....--.----- 

Post office site, Gadsden (22,500 square feet land, 1 building). _____--_-- 

Montgomery Air Force Station, Montgomery (2.2 acres) 


Montgomery (1.7 


(136 acres). 
Birmingham Municipal Airport, Birmingham (8 buildings) 


| St. Joseph Bay Military reservation, Tyndall Air Force Base (754.3 
D-Fla-446__....-_---| 


acres). 
Orlando Air Force Base, Orlando (36 buildings). _.._......__......--_- 
Orlando Air Force Base, Orlando (38.8 acres leased, 12 sen. 


Avon Park Air Force Base, Avon Park (15 buildings) 
Post office site, Vero Beach (29,623 square feet land)._._....---...----- 
Outlying field (Gonzales), Pensacola (115.6 acres, sod surface) --_------ 
St. Andrews Bay Lifeboat Station site, Bay County (21.6 acres) -._-_- 
Palm Beach Air Force Base (portion) West Palm Beach (18 acres) - - -- 
Veterans’ Administration hospital site, Lake City (299.2 acres) _______- 
MeDill Air Force Base, Tampa (23 buildings) pi SORUERRU. Cos coc ewas 
Banana River (Sunset Terrace) housing site, Eau Gallie (14 acres, 68 
buildings). 
Fort Benning Military Reservation, Fort Benning (0.6 acre) 
Post office site, Hogansville (26,860 square feet land) 


See footnotes at end of table. 
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List A—Eacess reported—Continued 


REGION 4—ATLANTA—Continued 


GSA control 


| Reported 
No. 


Property cost 
8 


Thousands 
D-Ga-443 Augusta Arsenal Military Reservation, Augusta (65.1 acres, 93 build- | 4, 068 
ings). | 
r-Ge : —— Light Attendant Station, Savannah Beach (10.9 aeres, bulk- | 41 
read). 
V-Ga-445 Veterans’ Administration hospital reservation (portion), Dublin (49.3 | 
acres). 
D-Ga-446.....--- Allatoona Reservoir (tale deposit), Cartersville (5 acres mineral rights) _| 
H-M iss-423 _ _ _.| Publie housing project, Pascagoula (1.8 acres, 1 building) 
D-Tenn-426 : Holston Ordnance Works, Kingsport (4.2 acres, 1 building) 
V-Tenn-427 | Veterans’ Administration hospital reservation (portion), Murfrees- 
boro (160.7 acres). 
V-Tenn-428__.......| Veterans’ Administration hospital reservation (portion), Nashville 
(43.6 acres, 1 building). 
B-Tenn-429_ __- | Oak Ridge operations perimeter area (1,381 acres) 
D-NC-431 : Harbor of Refuge breakwater, Cape Lookout (71.5 acres) 
D-NC-432 Atlantic Intracoastal Waterway, Currituck County, (592.5 acres) 
D-NC-433 , | Atlantic Intracoastal Waterway, Hyde and Tyrell Counties (2,590.6 
acres). | 
D-NC~434 - | Atlantic Intracoastal Waterway, Pamlico County (443.5 acres) 
D-NC~435 _....| Atlantic Intracoastal Waterway, Carteret and Craven Counties 
(1,231.8 acres). 
G-NC-436 one Post office site (portion), Oxford (3,600 square feet) 
V-NC-437 | Veterans’ Administration hospital reservation (portion), Fayetteville 
(34.5 acres). 
V-NC—~438__. | Veterans’ Administration hospital reservation (portion), Salisbury 
(252 acres). 
D-NC-439__...-- | Camp Glenn rifle range, Morehead City (25.6 acres, 1 building) 
G-SC-417._..-- ' Post office site, Lake City (20,984 square feet land) 


6 


Region 4 (41 cases) - ..- 


REGION 5—CHICAGO 


V-Iil-402A | Veterans Administration hospital reservation (portion), Marion (122.9 
acres). 
V-Ill-430 ..| Veterans’ Administration hospital site, Danville (7.2 acres) 
G-Ilil-431 _.| Post office site, Washington (15,840 areane feet land) _..- 
G-Il]-432___.........| Post office site, Momence (0.3 acre, 1 building) - ; 
G-Il]-433-------- ...| Post office site, Earlville (0.6 acre) __. 
V-Ill-434._..........| Veterans’ Administration hospital reservation, Downey (23 acres, 4 | 
buildings). 
G-IN]-435 - - - -- aeeaee Jackson Park post office site, Chicago (0.8 acre-foundation) _- 
G-Ind-415__.........| Gary Armor Plate, Gary (62.05 acres, 64 buildings) 
V-Ind-416_..........| Veterans’ Administration hospital site, Marion (19.3 acres) 
V-Ind-416A_........| Veterans’ Administration hospital, Marion (95.1 acres, 14 buildings) 
D-Ind-417 Casad Engineer Depot, New Haven (630 acres, 55 buildings) 
V-Ky-404B Veterans’ Administration hospital (portion), Fort Thomas (17 build- 
ings). 
Veterans’ Administration hospital (portion), Fort Thomas (59 acres, 
3 buildings). 
Veterans Administration hospital reservation (portion), Outwood 
(39 acres). 
D-Ky-425A-_-__--- Fort Knox (buildings), Fort Knox (44 buildings) ____-- 
/-K Veterans’ Administration hospital reservation (portion), Lexington 
(117.5 acres, 7 buildings). | 
Lock and dam No. 46, Owensboro (0.23 acre) _- 
T-Mich-431- Mendota Point Light Station, Keweenaw C ney (2acre S, 5 buildings) 
l'Mich-432______- Lighthouse reservation, Copper Harbor (46.2 acres, 4 buildings) 
i e Banks Park housing project, Bay City (1 building) - eed 
G-Mich-434____.....| Post office site, Newago (0.4 acre) - 7 =a 
T-Mich-435__-_-- Deer Park Station, Luce County (72.7 7 acres) __- 
D-Mich-436._....._.| John H. Kellogg @state, Battle Creek (9.8 acres, 2 buildings) 
H-Mich-437 Park Ridge housing project, Ypsilanti (2.4 acres) __ 
V-Mich-438___......| Veterans’ Administration hospital reservation, Battle Creek (217.3 | 
acres). 
D-Mich-439.___......| Kellogg Field, Battle Creek (102 acres) ...............-.---.- 
D-Mich-439A_._.....| Kellogg Field, Battle Creek (55.5 acres) _- 
T-Mich-440 Sleeping Bear Lifeboat Station, Sleeping Bear Point (56.3 acres, 5 
buildings). 
T-Mich-441 | Boathouse site, Whitefish Point (5.2 acres, 3 buildings) 
D-Mich-442 Boat slip, St. Joseph Harbor, St. Joseph (0.9 acre) 
V-Ohio-452A | Veterans’ Administration hospital reservation, Chillicothe (1,680 
acres, 33 buildings). 
V-Ohio-456 Veterans’ Administration hospital site, Cincinnati (2.2 acres) 
V-Ohio-457__....._...| Veterans’ Administration hospital reservation (portion), Brecksville 
| (33 acres). 


See footnotes at end of table. 
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List A— Excess reported—Continued 
REGION 5—CHICAGO—Continued 














— Property Somat 
Thousands 
V-Ohio-458_.........| Veterans’ Administration hospital reservation, Dayton (199 acres) ____- 25 
G-Ohio—459__ ..-.--- i re. Cr COD... on cone acemnclu sus amsweweccnes 8 
D-Ohio-460_ -_..---- Wright-Patterson Air Force Base, “Dayton (9 buildings) .-_-.._____. 106 
D-Ohio-460A_____-- Wright-Patterson Air Force Base (housing), Dayton (11 buildings) a 340 
G-Ohio-461-._..-.---- eo RE eee eee 4 
T-Ohio-462.......--- Coast Guard de = es Toledo (2.9 acres) ._.__- 0) 
D-Ohio-463-_ -..----- Kings Mills Ordnance Plant (portion), Kings “Mills (50 buildings) __ 682 
H-Ohio-464___._--- McArthur Park housing project, Sandusky (2.7 acres, 1 building) ___- 3 24 
H-Ohio-465. -....--- Homes project, Vandalia (2.1 acres, 1 building) ......_._..-.__-_______- 35 
D-Wis-417_-.-.-..----- Pool 10 Mississippi River, Bagley (20.5 acres)___......_______._____- 1 
G-Wis-418_......-.-- | Post office site, Tomahawk (17,750 square feet land)__..............._- 8 
V-Wis-419___..----- Veterans’ Administration center (portion), Wood (21 acres)_..._____- 4 
Paneer RR ee eek os Steacana 29, 442 
REGION 6—KANSAS CITY 
— | 
V-Kans-419A ___---- Veterans’ Administration hospital reservation, Topeka (3 buildings) _- 6 
D-Kans-420B___....| Smoky Hill Air Force Base, Salina (13 buildings) __..........-. 2-2... 53 
D-Kans-422C ___---- Forbes Air Force Base (portion), Topeka (2 buildings) -_........._._-- 12 
D-Kans-422D_-...-.- Forbes Air Force Base, Topeka (1 building).._.................--2--_. 55 
D-Kans-422E -._----|-.--- re om cal 8 
I-Kans-424_.......-- Kickapoo Day School, Horton (6 acres, 5 buildings) _-_..--....-......- 8 
I-~Kans-425.-.-..--.-. Kirwin Dam and Reservoir area (portion), Kirwin (21.3 acres) ______-- 2 
V-Kans-426- ...-.--.- Veterans’ Administration center reservation (portion), Wadsworth (2) 
(287.8 acres, 4 buildings). 
H-Kans-427_-_.-----| Planeview housing project, Wichita (21.1 acres, 4 buildings). .........- 221 
D- em ae USAR training center, Topeka (2 buildings). _................. ....-- 3 
D-Kans-429__...--.-- Fort Leavenworth (portion), (1 building) _-.........................-- 2 
A- tr anne Lakes Dairy Cooperative, Detroit Lakes (1 acre, 1 building) ___- 287 
V-Minn-419______--- Veterans’ Administration hospital (portion), Minneapolis (30 acres) __ e. (°) 
D-Minn-420__..__--- Flood control projects (3,373.7 acres) _..................-....-..-......- 14 
G-Minn-421.........| Post office site, Dassel (21,000 square feet) ........----..----.-.-.-.---- 2 
V-Minn-422.__.....- Veterans’ Administration reservation, St. Cloud (2 75 SE a 
D-Minn-423__......| Gopher Ordnance Works, Rosemont (27.6 acres, 12 buildings) _.....-_- 2,110 
GR-Mo-400_-....--- Jefierson Barracks, St. Louis County (251.5 acres, 25 buildings) -. 1,177 
G-Mo-422__........-| O’Reilly General Hospital (portion), Springfield (0.2 acre) -....-.-..--- 0) 
N-Mo-423......--.-- RN FO es Or eae en come titre pac ruene- 5 
N-Mo-425_.__..-.---| Smart outlying field, St. Louis (283.3 acres, 14 buildings) _.-....--...-- 2, 248 
D-Mo-428..........- Whiteman Air Force Base (portion), Sedalia (2 buildings) -..._......._. G 
D-Moc-428A__.......| Whiteman Air Force Base, Sedalia (1 building)_....-..........-.---- 8 
A-Neb-407A _ -...--- Fort Robinson Cattle Research Station (72 buildings).............._.- 757 
D-Neb-426B._-__.---- Offutt Air Force Base, Omaha (1 building)......-...--....-----..----. 18 
D-Neb-426C___.....| Offutt Air Force Base (portion), Omaha (3 buildings) ........---....- 5 
D-Neb-438A__._-...| Harlan County Reservoir project, Republican City (6 buildings) _- 25 
H-Neb-434. .........| Spencer Park housing project, Hastings (3.7 acres)_-......----.----.---- 6 
D-ND-402C........- Fort Lincoln, Bismarck (10 bnildings) -- : 27 
D-N D-402D__._---- Fort Lincoln Military Reservaticn ( yortion), Bismarck (39 buildings) _- 199 
D-ND-416_......--- Grand Forks Air Force Base, Grand Forks (89 buildings) _._....-.---- 70 
D-SD-419B__._.-.-- Gavins Point Reservoir area, Yankton (35 buildings) -.-..........-.--- 12 
D-SD-419C ___-..... Gavins Point Reservoir area, Yankton (14 buildings) _...........-..__- 4 
D-SD-421B_._--.--- Fort Randall Reservoir area, Pickstown (5 buildings) _........---..--- 7 
D-SD-421C___......| Fort Randall Reservoir area, Pickstown (90 buildings) _...........---- 857 
D-SD-421D_..-..--- Fort Randall Reservoir area, Fort Thompson (30 buildings) -_......-.-- 372 
D-SD-427-_.......... Oahe Reservoir (townsite), Pierre (23.9 acres, 1 dwelling) ............-- 14 
D-SD-421E_......-- Fort Randall Reservoir area, Fort Randall (i DS dale sn oo ea 2 
V-S D-428__.....---- Meno Administration hospital reservation, Fort Meade (2,11 6 (3) 
acres 
V-SD-429___........| Veterans’ Administration center (portion), Hot Springs (52.4 acres) - -. 5 
ROU odie. ccc: Angostura unit (lower camp), Hot Springs (2.6 acres, 10 buildings) -- --- 40 
Se ee eee Shadchill unit camp housing, Lemmon (2.3 acres, 9 buildings) --.-..--- 86 
IIE TE SUIT cues od are danke tohieenannes enn netasis stam cel &, 750 





See footnotes at end of table. 
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GSA control 
No. 


V-Ark-420A 
G-Ark-424_.......-. 


G-Okla-419 
D-Okla-421 


D-Okla-424 
V-Tex-411A 


D-Tex-4120 
V-Tex-427A 


A-Tex-448A 


C-Tex-457A 
D-Tex-474C......... 
D-Tex-474D - ......- 


D-Tex-476B 
D-Tex-476C 
D-Tex-476D 
D-Tex-477C 
D-Tex-477D 
D-Tex-479A 
D-Tex-479B 
D-Tex-479C_........ 
D-Tex-485C 
D-Tex-485D 
D-Tex-485E_.-- 
D-Tex-497A_- 


D-Tex-525A_-.......- 
G-Tex-526_.......--- 
D-Tex-527 
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List A—Eacess reported—Continued 
REGION 7—DALLAS 


Property 


Veterans’ Administration hospital, Fayetteville (7 acres) 

Post office site, Bald Knob (17,750 square feet) _ _ . 

Post office site, Mountain Home (19,602 square feet) 

Jackson Barracks (portion) (36 buildings) 

Building, Lake Charles 

Fort Reno Beef Cattle Research Station (6 buildings) 

Will Rogers Field (portion) (1 building 

Tinker Air Force Base, Oklahoma City (4 buildings)... 

Post office site, Lindsay (14,980 square feet) 

Post office site, Atoka tis. 280 square feet) 

Camp Gruber Military Reservation, Braggs (8 buildings) 

Weather Bureau Observation, Oklahoma City (2 buildings) 

Soil Conservation Service Headquarters, Oklahoma City (12.7 acres, 
17 buildings). 

Vance Air Force Base, housing (24 buildings) 

Veterans’ Administration hospital reservation (portion), Amarillo 
(20.9 acres). 

Goodfellow Air Force Base, San Angelo (13 buildings) 

Veterans’ Administration hospital reservation (portion), Kerrville 
(95.1 acres). 

Forest Service Administration site, Lufkin (2 buildings) 

Veterans’ Administration hospital, Dallas (10 acres) - 

Marfa Air Force Base, Presidio County (2,739 acres) 

Fort Sam Houston, housing (6 buildings) -_.....................- ._-- : 

Camp Bullis and Fort Sam Houston (portion), Fort Sam Houston 
(84 buildings). 

Carswell Air Force Base, Fort Worth (14 buildings) 

Carswell Air Force Base, Forth Worth (6 buildings) 

Carswell Air Force Base, Fort Worth (5 buildings) : 

Bergstrom Air Force Base (portion), Austin (4 buildings) 

Bergstrom Air Force Base, Austin (3 buildings) 

Fort Bliss AA and OM Center, Fort Bliss (1,265 buildings) 

Fort Bliss AA Center (portion) (61 buildings) ......................-.- 

Fort Bliss, housing, El] Paso (944 buildings) ‘ 

aes Air Force Base, San Antonio (1 building) 


Kelly Air Force Base, San Antonio (2 buildings)......._......____- ; 

Harlingen Air Force Base (portion), Harlingen (1 building). ..._.__- ; 

Lake Whitney Dam, Whitney (1 building) 

Fort McIntosh, Laredo (64.6 acres, 74 buildings) - _- 

Westover Hills, Wichita Falls (2.8 acres, 2 buildings). 

United States cotton field station, Greenville (4 buildings) - 

Veterans’ Administration hospital reservation, Waco (160 acres) 2 

Veterans’ Administration hospital reservation (portion), McKinney 
(141.5 acres). 

Biggs Air Force Base, El Paso (3 buildings) 

Investigation building, E] Paso (1 building) 

Post office site, McCamey (27,000 square feet) 

Pampas Auxiliary Air Field, Pampas (690.9 acres and runways) -__-__- | 

Pampas Auxiliary Air Field No. 1, Pampas (2,545 acres and runways) - 

Post office site, Carthage (21,875 square feet) 

Amarillo Air Force Base, Amarillo (8 buildings) 

Suis field 17611, Cedar Hill (139.5 acres) 

Building, Dallas (1 building, leased) _ __- 

Magnesium alloy plant (Dow Magnesium Co. ) @ buildings) “Velasco _. 

Building, Georgetown (1 building, leased) - 

ieee outlying field 21614, Tarrant County (204.7 acres and run- 


ways). 

Bates outlying field 22913, Tarrant County (167.1 acres and runways) - - 
Sabine Pass Lifeboat Station site, Jefferson County (0.3 acre) 
Building (leased), Greenville (1 building) 
Belton Reservoir, Bell and Coryell Counties (14 buildings) _- 
Veterans’ Administration hospital reservation (portion), Bonham 

21.9 acres). 
Reese Air Force Base, housing (19 buildings) 
Victory Apartments (ORC site), Fort Worth (19.9 acres, 8 buildings) - 
Perrin Air Force Base, Sherman (4 buildings) 


Region 7 (60 cases) 


See footnotes at end of table. 


72350— 


56—pt. 144 
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List A—Eacess reported—Continued 
REGION 8—-DENVER 























oma Property ee 
Thousands 
D-Colo-413A_..-.-.- Paonia Government Camp (portion), Delta Co. (3 acres, 16 buildings) _- 167 
V-Colo-430A _._..-_- Veterans’ Administration hospital reservation (portion), Fort Lyon 46 
(4 buildings). 
B-Colo-436_____-.-_- Cryogenics Laboratory, Boulder (2 buildings) _...............-....---- 1, 891 
A-Cole-437._.....-.. Dwelling site, Fort Collins (0.4 acre). _.........-.-.-.---.- Dot a taldacalcitins 1 
A-Colo-438___....--- Administration site, Ouray (0.2 acre) _................-.--.-.----.-...- 1 
A-Colo-439____.----- Ranger station site, Woodland Park (1.8 acres) _.............-..----.-- 1 
A-Colo-440___..----- Old Man Ranger Station, Larimer County (80 acres, 4 buildings) -_ __- 6 
G-Colo-441_____-_--- | Denver Federal center (portion), Jefferson County (10.5 acres) -.._...- 2 
B-N M-409C________| Housing project, White Rock (32 buildings) _..............-.........-.. 141 
B-N M-409D________| Housing project, White Rock (65 buildings) .._......._.......-.......- 321 
B-N M-409E________| Housing project, White Rock (electric utility system) __...........___- 67 
B-N M-409F _______.| Housing project, White Rock (water storage tanks (2)).__.._________ 41 
I-N M-417_.....---.-- Bureau of Indian Affairs office, Albuquerque (21,000 square feet, 2 20 
buildings). 
B-N M-420F _ __.---- Atomic Energy Commission buildings, Los Alamos (5 buildings) ___._ 210 
B-N M-420G_ ____--- Atomic Energy Commission buildings, Los Alamos (16 buildings) ____- 1, 065 
B-N M-420H_-_----- | Atomic Energy Commission buildings, Los Alamos (3 buildings) ____. 116 
V-N M-421A________| Veterans’ Administration hospital reservation, Albuquerque (92 acres) - (3) 
D-N M-424C______- Sandia Base (portion), Albuquerque (12 buildings) _._..............-- 50 
D-N M-424D_______- | Sandia Base housing project, Albuquerque (24 buildings) _____________- 179 
V-N M-427.......--- Veterans’ Administration hospital reservation (portion), Fort Bayard (3) 
(152 acres). 
D-N M-428._________| Kirtland Air Force Base, Albuquerque (19 buildings). --_.....___-- a 136 
D-N M-428A__....-.- Kirtland Air Foree Base, Albuquerque (18 buildings). .._......_...___- 221 
D-N M-428B________| Kirtland Air Force Base, Albuquerque (57 buildings)... _..__._- eae 690 
I-N M-429___________| Warehouse site, Gallup (70. OND std ttre, 311s Se WECee ed cb meceeeed 1 
D-N M-430_.____--- Walk Air Force Base (portion), Rosw ell (17 buildings). _____ 438 
V-Utah-415______- _| Veterans’ Administration hospital (portion), Fort Douglas, Salt Lake (3) 
| City (72.8 acres). 
V-Utah-416_______-- Veterans’ Administration hospital reservation (portion), Salt Lake (8) 
City (7.5 acres). 
A-Utah-417__._...._| Administrative site, Blanding (1.5 acres)_..............--...------.--- (4) 
G-W yo-419________- | Post office site, Lovell (24,564 square feet) ...............-..---22 2 LL 2 
V-W yo-420___...___- Veterans’ Administration Center reservation (portion), Cheyenne (8) 
(90.2 acres). 
A-W yo-421___._____- Dwelling site, Lavelle (0:4 eere). . 2... - 202 —- se on bot. 2 
V-W yo-416A__.____- Veterans’ Administration hospital (portion), Sheridan (1.614 acres, 4 49 
UII a on cweklbbihak ei bhdad hwnd tbe Mebubbéddobddbbisicnecnnce 
Repiets SG (08 Cane) ano nis s oi ee ek etek it cc cnnn cen 5, 864 
REGION 9—SAN FRANCISCO 
I-Ariz—404I_________.| Poston war relocation project, Poston (51 buildings)___._._.......-.--. 191 
D-Ariz-414A___...__| Florence POW camp (portion), Florence (24 buildings) - _--_..-----_-- 109 
H-Ariz—423___.......| Scottsdale housing project, Scottsdale (0.9 acres) - 1 
D-Ariz—424_______-- Luke Air Foree Base, Auxiliary Field No. 4, Maricopa County (640° 332 
acres, runways). 
I-Ariz-425.____._..._| Pumping plant, Yuma County (0.9 acre, 1 building) -___._-......-....- 47 
G-Ariz-426_...._.--. | Customhouse, Yuma (42,000 square feet land, 2 buildings) _ __.....---.- 10 
V-Ariz-427___....____| Veterans’ Administration reservation, Whipple (220 acres) - - _----.---- @) 
T=Ariz—428 ____.--- _._| Customs Agency Building, Nogales (22 acres, 2 buildings) ------ ~~. ---- 3 
D-Ariz-429_._.......| Luke Air Force Base, Glendale (8 buildings) ._______...........-.-.-.- (2) 
T-Ariz—430___..._-- San Carlos irrigation project (diesel plant), RORMNIIEIND. o2c i... ss nnces 60 
T-Ariz-431_........ Residences, Yuma (3.4 acres, 18 buildings) - - - - 85 
D-Ariz-432___.__---- Casa Grande Air Force Base Auxiliary Field, Pinal County (640: acres, 239 
runways). 
G-Cal-406D_-_-._--- Santa Ana AA Base, Santa Ana (mineral rights) ___.__..-........--.-- (1) 
B-Cal-423A__.......| Atomic Energy Commission site, Livermore (8 buildings) _--------.--- 18 
H-Cal-446A__.......| Linda Vista project, San Diego (21.3 acres) -__-_-..........-----..------ 26 
I-Cal-450B _ -_- ; | Government camp, Los Banos (2.1 acres, 4 buildimgs)--._--..-..---..--- 29 
D-Cal-499B--------- | Travis Air Force Base, Fairfield (22 buildings) __-._...._.......-...--- 316 
D-Cal-499C _________| Travis Air Force Base, Fairfield (8,749 feet trackage) ........__.__._. 90 
GR-Cal-517__-.-_-- Eagle Field Flight Academy, East Dos Palos (18.1 acres, 10 buildings) -- 155 
N-Cal-518__...-_--- Mare Island Naval Shipyard, Vallejo (telephone distribution system) - - 790 
H=-Oel-520_.........- Lompoc Terrace housing project, Lompoc (12.8 acres, 1 building) ---- -- 87 
H-Cal-521___..__.._.| Midway Village housing project, San Mateo County (4.6 acres) - - ---- 14 
F-Cal-521B_.-.-_--- Midway Village housing project, San Mateo County (1 building) - - --- 69 
#-Cal-522._......-- Post office site, Redwood City (2,200 square ae iLGs aN beekae.bos sl 1 
I-Cal-523........... Sherman Institute, SERN EIR ND racine cot mwemaidion ieee 2 
I-Cal-524__.....- Balls Ferry site, Shasta Oh 1 eee 2 
G-Cal-525__-___- ___| Post office site, Eagle Rock Station, Los Angeles (30, 794 square feet, 25 
2 buildings). 
GR-Cal-526_-_---_-- Hammer Field, Fresno County (mineral rights) __.......-..----------- (4) 





See footnotes at end of table. 





GSA control 
No. 


D-Cal-527 
G-Cal-528 
G-Cal-529 
G-Cal-530 
V-Cal-531 
I-Cal-532 

I-C al-533._._- 
D-Cal-534_. 
N-Cal-535 
I-Cal-536_. 


D-Cal-537 
H-Cal- 538 __ 
H-Cal-539 
T-Cal-540 


D-Cal-541_......- 


I-Cal-542 


N-Cal-543_...- 
N-Cal-544_-. - 


N-Cal-545 


H-Cal-546_- 
I-Cal-547 
I-Cal-547A_- 
N-Cal-548 
H-Cal-549 
F-Cal-550 _ - . 
V-Nev-407 
G-Nev-408 ___--- 
I-Nev-409_. . __- 
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List A—Excess reported—Continued 


REGION ®@SAN FRANCISCO—Continued 


Property 


| 


} 


Reported 


cost 


Sierra Ordnance Depot, Herlong (31 buildings) 

Post office site, San Leandro (20,768 square feet land) 

Post office site, Wilmington (27,690 square feet land) 

Post office site, Yreka (13,390 square feet land) 

Veterans’ Administration hospital, San Fernando (513 acres) 


| Madera Irrigation District gravel tract, Friant (240 acres) 


Madera distribution system, Madera County (87.8 acres) 


| Camp Kohler Air Force Base, McClellan (33 buildings) 


Naval auxiliary air station, Arcata (673.2 acres, 107 buildings 


| Madera distribution system (Barrow area), Madera County (76.8 


acres). 
Fuel storage facilities, Point Molate, Richmond (31.3 acres) 
Frontier housing project, San Diego (3 buildings) 


| Hoff General Hospital site, Santa Barbara (2.5 acres) 

| Richardson Rock Island, Santa Barbara Channel (7,500 square feet) 

| Hamilton Air Foree Base (portion) (13 buildings) . 

| Madera distribution system (Barrow area), Madera County (49.3 


acres). 
Emergency landing field, Coyote Wells (215 acresrunways) 
Emergency landing field (Borego Hotel site), San Diego County 
(160 acres). 


| Emergency landing field, Ocotillo Dry Lake, San Diego County 


(353.1 acres). 
Bayview Terrace housing project, San Diego (8.9 acres) 
Santa Barbara Airport (housing), Goleta (1 building) 
Santa Barbara Airport (housing), Goleta (12 buildings) 
Emergency landing field, Clarks Dry Lake (¢40 acres) 
Hilltop housing project, Chula Vista (10 acres, 3 buildings) 


| Cordonices School, Albany (1 building) 


Veterans’ Administration center (portion), Reno (4.6 acres) 

Basic magnesium site, Henderson (mining rights) 

Spanish Springs Reservoir Site (Newlands project), Sparks (1,028 
acres). 


Region 9 (56 eases). ....-.-...-.-...-.-..--- 


See footnotes at end of table. 


Thousands 
549 
or, 


3x 

34 

S83 
300 
21 

| 

3, 639 


15 


47 
48 
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List A—Ezcess reported—Continued 
REGION 10—SEATTLE 


GRigeeent Property | 
C-Alaska-426 .._...- Airways station, Shungnak (4 buildings).............-....---.--22.... 
T-Alaska-427._......| Eklutna School, Eklutna (135 acres) _................-.....-.-.-----.-. 
C-Alaska-428......_- CAA building, Tanacross (1 building) ...............................e 
D-Idaho-415_ _...._- Air Force base, Mountain Home (4 buildings) __..........._. aS | 
D-Idaho-415A______- Air Force base, Mountain Home (12 buildings) .............._- sae do 
D-Idaho-415B__.____ Air Force base, Mountain Home (61 buildings) ....................---. 
I-Idaho-416_-___._.- Fish cultural station, Salmon (2.2 acres, 5 buildings) -_...............- 
V-Mont-417A_...._- Veterans’ Administration reservation, Fort Harrison (95 acres)........, 
I-Mont-418__.......- Game range, Fort Peek (3 buildings).............-.................... | 
D-Mont-419_._._.._- Air Force base, Great Falls (60 buildings) ................--2-222- 228. 
D-Mont-419A_.____. Air Force base, Great Falls (9 buildings) _.................---.2.-22... 
D-Mont-419B_______ Air Force base, Great Falls (11 buildings) ..............._. er ae 
I-Mont-420-_......... McAllister substation, McAllister (5.6 acres) ..........-.-.-.-.---.-.-- | 
D-Mont-421.. -....- Fort Peck townsite, Fort Peck (3 buildings) _..................2. 22.2. j 
D-Oreg-419Ag-_--_..- Camp Adair, housing, Benton County (38 buildings) .................. 
D-Oreg-432Ag_-.-.._- Detroit Reservoir project, Marion County (405.6 acres, 2 buildings)... 
V-Oreg-451Ag....__- Veterans’ Administration hospital, Roseburg (124.4 acres, 2 buildings) 
V-Oreg-451 Bg... _.-- Veterans’ Administration hospital reservation (portion), Roseburg 

(55.4 acres, 3 buildings). 
T-Oreg-460g_..-...-- Coast Guard radio D/F station, Empire (37.2 acres, 10 buildings)... - 
D-Oreg-461g-_--..-...- Cottage Grove Reservoir area, Lake County (120.3 acres).............. 
G-Oreg—462g_-......- Old Courthouse, Portland (40,000 square feet, 1 building) -............- 
D-Oreg-463g....-...- Fort Stevens jetties, Columbia River mouth, Hammond (139.6 acres, 
7 buildings). 
N-Oreg-464_......... Navy transmitting station, Youngs Bay (16.5 acres, 20 buildings)... ... 
D-Oreg-465__.-.....- Medford Municipal Airport, Medford (21 acres, leased; 2 buildings)... 
T-Wash-458A_...... Camp Hayden rifle range, Port Angeles (357.9 acres, 17 buildings)... . 
D-Wash-496A -...._- ~ ay — and dam project (high school), Walla Walla County (5 
uildings) . 

I-Wash-509___-.....- Mount Rainier fish cultural station, Silver Springs (4 buildings) _-....-. 
D-Wash-510_.-...... George Wright Air Force Base, Spokane (21.6 acres, leased) -.........- 
D-Wash-510A-....- George Wright Air Force Base, gunnery range (27 buildings) _......... | 
T-Wash-511__._._._- Turn Island, San Juan County (35.2 acres) .................-..--.-.-.- | 
I-Wash-512 __....... Fish cultural station, Spokane (2.2 acres, 2 buildings) -..............-.- 
D-Wash-513_-.._.._- Larson Air Force Base, Moses Lake (6 buildings) ....................- | 
V-Wash-514__....... Veterans’ Administration hospital, Vancouver (12.2 acres) _..........-- 
D-Wash-515_.....__- Freemont car barns, Seattle (2 acres, 2 buildings) -....................- 
H-Wash-516_-.-..._- Stewart Heights housing project, Kirkland (4.6 acres, 2 buildings) ..... 
H- Wash-516A__.....| Stewart Heights housing project, Kirkland (10 acres, 1 building) - -.... 
T-Wash-517.-_....-. Watmouth Head Light Reservation, San Juan County (60 acres) _-_-.- 
T-Wash-518_._...--. George Island, San Juan County (1.2 acres) _..-..-..-------..-------.-| 
T-Wash-520___....-. Point Grenville Light Reservation, Grays Harbor County (3.5 acres). 
A-Wash-521_........ Guard station, Loomis (0.1 acre, 1 building) -....................-..... 

Se a ID ns cauhakuombennethnssoabaneasedununnbatl 


OG Ol DORIS CIEE CII oi hte nicdnccciwas cccduncaccccescsoans | 





1 Less than $500. 
2 Not available. 
3 No cost. 

4 Leasehold. 





Reported 
cost 


Thousands 
14 
3 
1 
30 
102 
351 
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List K— Assignments 


[Explanation of symbols: DHEW—Department of Health, Education, and Welfare; DoI—Department 


of Interior] 


REGION 1—BOSTON 




















GSA cautions Property pagers To 
Thou- 
7 i A sands 
F-Conn-408__..| White Oaks housing project (part), New Britain.............__- $40 | DHEW 
V-Mass-452__..- Cushing General Hospital, Framingham-.__-.-.-............--.- 7,396 | DHEW 
NS Ce ois isa cere ca ttasewenticcaw TiN Ds iWin bn dumins 
REGION 2—NEW YORK 
— —— ————____—_ —— - i 
Thou- 
| ; sands 
I-Pa____._......| Part C of parcel C-17, Orianna St., Philadelphia. _............_- (Q) Dol 
N-NY-125....-- | Lido Beach Naval Training Center, Long Island (waterline and $236 DHEW 
| sewer disposal plant). 
Region 2 (2 cases) - .. .--- ee Sail Silegsbaecciesh okeapianss oraaosannalomeics 236 ss Lae uchincats 
| | 
REGION 3—WASHINGTON, D. C. 
mista “= cs i eins alana cisicesiaboastenlaes accuse ) isla 
Thou- | 
sands | 
H-DC-406_.....| War housing project, 25th St. SE. _.____- : $31 DHEW 
H-DC-407._....| Foote St. houses (portion), Parkside dwellings project (2 build- | 54 | DHEW 
ings). 
N-Md-—416 Naval Training Center (part), Bainbridge : oe 3) DHEW 
N-Md-422 Naval Powder Factory, Indianhead (12.7 acres, 2 buildings) 319 DHEW 
H-Md-423 Calvert Homes project (part), Riverdale (8.8 acres) __- | 26 | DHEW 
H-Va-437 Alexander Park housing project, Portsmouth (60 prefabricated | 357 | DHEW 
houses). 
fennel 
SN I OND ss win dla dee dcun du ceea haw acenactaaenl 790 |_. 
REGION 4—ATLANTA 
Thou- | 
sands 
G-Ala-418 Public Health Service hospital, Mobile (3.5 acres, 9 buildings) - - - $701 | DHEW 
F-Ala-422 Camp Sibert (portion), Gadsden (37.4 acres, 6 buildings) a 95 | DHEW 
T-Fla-427 ; Coast Guard buoy, Fort Pierce ‘ km iek ee 22; DHEW 
D-Fla-428_ - Drew Field, block 6C, Tampa picdtncsaccie ical ale ders 99 DHEW 
A-Ga-431 Phoenix School, Eatonton (11.7 acres, 2 buildings) aes | 44; DHEW 
V-SC-407 Veterans’ Administration hospital site (portion), Greenville | 10; DHEW 
(10.7 acres). | | 
B-Tenn-423 Dwelling units, Oak Ridge (5 buildings) - -- 15| DHEW 
2” a ee  eugunetdicdbaweretc See lvtinba 
REGION 5—CHICAGO 
me pone earnns lacie eae ied yee ssn 
| | Thousands} 
D-Ky-429. _ -- Lock and dam No. 4, Frankfort (13 acres, 4 buildings) otal $25 | DHEW 
D-Mich-424 Norwayne housing prcject (part), Wayne (42.5 acres) sie 79 DHEW 
D-Mich-424A__| Norwayne hcusing project (part), Wayne (2 acres) - 4 DHEW 
1)-Ohio-435 | West Fork Mill Creek Reservoir, Cincinnati 10 DHEW 
D-Ohio-435A__.| Mill Creek Reservoir, Hamilton County (1.44 acres) - | 1 DHEW 
H-Ohio—442 | Lawndale Heights project (part), Massillon _- 19| DHEW 
H-Ohio-444 | Maple Grove Park (part), Windham 7 DHEW 
H-Wis-411 Custerdale housing project (part), Manitowac 40) DHEW 
ee atentes ' 
See OG ONE). o.ncadieesci pte iidasesucscks~s SOO Sihnsunscnaduw 


See footnotes at end of table. 





GSA control 
No. 


D-Iowa-405 


A-Neb-423.-... 
I-N D-409.......} 


H-Ark-412A.__. 
D-Ark-414__.__- 
H-Okla-413___- 
H-Tex-490__..- 
D-Tex-491A-.-. 


I-Ariz—409_ _.- 
l-Ariz—409A 
H-Ariz-417_ ~~. 
H-Ariz-421 


W-Cal-107 
G-Cal439A.._. 


V-Cal-446 
H-Cal-491 
T-Cal-495_-. 
N-Cal-501 


D-Cal-508 


Indian School! Reserve, 


| Powell- Baugh Subdivision (portion), Florence - - - 
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List K— Assignments—Continued 


REGION 6—KANSAS CITY 


eported 
Property -~ — : 


Thousands) 
$13 


Weather Bureau building and grounds, Charles City ain 
. 12 


Veterans’ Administration hospital (O’ Reilly), Springfield _- 
Two Rivers marty (part), near Waterloo, Dougl: as County 
Government office building, Elgin eis Sead 


Region 6 (4 cases) 





REGION 7—DALLAS 


To 


DHEW 
DHEW 
DHEW 
DHEW 





Thousands 
Pine Haven-Woodland war housing project, Bauxite (14 acres) -- $98 
Mountain Home housing project, Mountain Home 9 
Hillcrest Courts (part), Norman. --- 12 
Liberator Village (part), White Settlement (9.67 acres) _- 6 
Love Field, warehouse and land, Dallas (1.63 acres, 3 buildings). 70 | 


Region 7 (6 cases) ..................-. 


REGION 8—-DENVER 





Thousands 
White Rock housing units and miscellaneous buildings, White | $271 
Rock. 


REGION 9 


SAN FRANCISCO 


Thousands 
Phoenix (?) 


_do 4 cailate | (2) 
(3) | 
American Villa resubdivision (portion), Tucson (9.5 "acres, 1 $38 
building). 
Santa Ana A. A. B., Santa Ana (sewer facility) - 561 
buildings). 
Veterans’ Administration hospital site, San Diego ‘ 10 
U.S. Merchant Marine Cadet School, Coyote Point, San Mateo. 
Bayo Vista war housing project (part), Rodeo 
Bolinas Bay Lifeboat Station, Bolinas 7 
Outlying field 11005 (Haster Field), naval air station (37 6 acre s), 
Los Alamitos. 
Camp Stoneman Military Reservation (part), Pittsburg 


Mission labor camp (additional), Oceanside (7 312 “acres, 2 2 
1, 254 





BRON © Che CON Seeiwasa ca cccecoesccn eee 


REGION 10—SEATTLE 





D-Ida-412 
W-Mont-11___- 
D-Mont-413A --| 


C-Ore-437A.... 
D-Ore-443 ; 

D-Wash-458____ 
V-Wash-474___- 


I-Wash-477___- 
H-Wash-484__- 
V-Wash-485 __- 
H-Wash-491__ 


D-Wash-496____ 
‘T-Alaska-415__- 


1 Not available. 
2 No cost. 


8 Less than $500. 


Thousands 

BOOMG PRE ORD (ONE). Rac nccncudnnececcopectens 2) 

Fort Missoula (4 buildings) . $10 

Fort Peck Dam and Reservoir (part), Fort Peck____- 1 

Mount Hood administrative site, Portland_- ae 3 

Rome Airstrip, Rome--_-- ; 7 

Mill City housing (part), Detroit residential project, Mill City 

Camp Hi: ayde n (part), Joyce 

Veterans’ Administration 
(1 building) -_ -- 

Land and dwelling, Zillah (1. 65 acres, 1 building). 

Baker Heights project (part), Everett 

Veterans’ Administration hospital (portion), Seattle | 

Community recreation building and land, Kennewick (3.3 acres, 
2 buildings). 

MeNary lock and dam project (portion), 

Willoughby Avenue School, Juneau 


Hospit: al (portion), Walla Walla | 


Burbank (4.9 acres) 


Region 10 (14 cases) _- 
Total all regions (61 cases) - 


DHEW 
DHEW 
DHEW 
DHEW 
DHEW 


DHEW 


DHEW 
DHEW 
DHEW 
DHEW 


DHEW 
DHEW 


DHEW 
DHEW 
DHEW 
DHEW 
DHEW 


DHEW 


DHEW 
DHEW 
DHEW 
DHEW 
DHEW 
DHEW 
DHEW 


DHEW 
[EW 
)HEW 
{EW 


DHEW 
DHEW 
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List L—Delegations 


{Explanation of symbols: DoD—Department of Defense; DoI—Department of thé Interior] 
REGION 2—NEW YORK 


| 





















































GSA control . . S 
} on Property a To 
a Part C of parcel C-17, Orianna St., Philadelphia___.___.__- ad (‘) | Dol 
REGION 3—WASHINGTON, D.C. 
oo faa = — i } 
| Thou- 
r : sands 
N-Md-424______| Carver Heights housing project, Lexington Park (5.06 acres) ___- | $2 DoD 
REGION 4—-ATLANTA 
D-Tenn_- Ditem: Accel CORD GON i oss so iicicn i sce cb eion snnandiec ‘ | (4) | DeD 
REGION 5—CHICAGO 
D-Ohio.__- | Plancor 145 (steel storage building), Cleveland-.-__- ates | (‘) | DoD 
REGION 8—DENVER 
I-W yo-417 Missouri River Basin project (part), Crook County (300 acres) | (1) | Dol 
REGION 10—SEATTLE 
Thou- | 
sands 
I1-Ore-403_ .__- Detroit Dam and Reservoir (portion) (19.851 acres) -_-- — $1 DoD 
H-Ore-418_____- | Vanport City (Ore. 35053), Portland... ...............-.....-.... 4, 649 DoD 
I-W ash-487_._..| Land adjacent to Olympic National Park--- hist eaaeaall () Dol 
I-Wash-487____- | Olympic National Park (1,400 acres) ...........-------- ines 104 Dol 
| PRT TD OF RRO a cide coaieactnseednssccccuncdeeneele SS ees 
Total all regions (8 cases)_........--. Jéos GE eeneaehs 4,756 sasheducdatnkvwe 


| 
| | 


! Not available. 
HoLpInG AGENCY CODES 


(Used in assigning GSA control numbers to excess and surplus real property) 


A GSA number is assigned to each report of excess real property. The con- 
trol number in each case shows the holding agency code letter, the State, Terri- 
tory, or insular possession in which the property is located, and the serial 
number designating the location, as illustrated in the following examples: 

If Navy submitted the first report of excess for the State of California, the 
control number would be N-Cal-401 ; 
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If the second report of excess for the State of California came from Interior, 
the control number would be I-Cal-402. 
Code 
letter Name of agency 
1. Executive: 
A. Agriculture, Department of 
©. Commerce, Department of 
D. Defense, Department of (except Navy) 
E. Executive Office of the President (including emergency agencies) 
I. Interior, Department of 
J. Justice, Department of 
L. Labor, Department of 
N. Navy, Department of (including Marine Corps) 
P. Post Office Department 
S. State, Department of 
T. Treasury, Department of the 
W. War Department 
X. All other Executive 
2. Independent establishments: 
B. Atomic Energy Commission, United States 
K. Civil Service Commission 
F. Federal Security Agency 
G. General Services Administration 
H. Housing and Home Finance Agency 
M. Maritime Commission, United States 
O. Selective Service System 
V. Veterans’ Administration 
Z. All other independent establishments 
3. Wholly owned Government corporations : 
R. Reconstruction Finance Corporation 
Y. All other wholly owned Government corporations, other than those 
forming a part of 1 and 2 above. 


ANNUAL REPORT OF SURPLUS-PROPERTY ACTIONS FOR 1955 


Mr. Peyton. You have there a report covering all our sales of sur- 
plus and reserve properties for 1955. 

Mr. Yates. These are properties sold already? You say activity 
recorded. 

Mr. Peyton. That is right, but the report covers our whole activity 
for 1955. It includes excess properties received, properties deter- 
mined surplus, sales showing acquisition cost, fair market value based 
on current appraisals, and the se ‘lling price. Also, transfers to Fed- 
eral agencies, sales made to State and local governments for airports, 
parks and recreation, wildlife conservation, historic monuments, 
assignments to the Department of Health, Education, and Welfare 
for schools and hospitals, and all other transactions handled during 
the year. 

You also have a complete property inventory as of June 30, 1955, 
which includes and identifies those surplus plants leased or available 
for sale subject to the national-security clause, as well as a list of the 
reserve properties in GSA custody. Also a table showing additional 
details on page 17. 

Mr. Tuomas. That contains a lot more information—— 

Mr. Peyton. It has the fair market value of items sold. 

Mr. Tuomas. Can you give that for 1955, 1956, and 1957? I pre- 
sume you have most of it already prepared. 

Mr. Yarrs. As I read this table, to which you refer, it merely shows 
an identification of properties by location in regions with GSA con- 
trol numbers and the reported cost. It does not indicate whether or 
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not the properties have been sold, and, if they have been sold, does 
not show what they were sold for, w hat appraisers thought the value 
of the property was, what income of the property was, assuming it 
had any income; it shows no facts upon which this committee can come 
to any conclusion as to the value of the property other than report cost. 

Mr. Peyton. Please turn to page 39 of the activity report, Mr. Yates. 
That shows disposals by sale. From page 39 to page 44 is a list of 
every property sold, the fair market value as established by current 
appraisals, and what it was actually sold for. 

Mr. Tuomas. What period of time ? 

Mr. Peyton. For 1955. 

Mr. Yates. It does not show how much commission you paid. 

Mr. Pryron. In these particular cases there were no commissions 
paid. 

Mr. Yates. These were sold by your own agency ? 

Mr. Peyton. Yes, sir. 

Mr. Yates. Does this mean that the other properties listed are still 
not sold? 

Mr. Prytron. The other properties? 

Mr. Yates. The properties listed on pages 1 through 38. 

Mr. Peyton. That list means that those properties were reported 
to GSA as being excess to the needs of the holding agency during the 
period July 1, 1954, to June 30, 1955. 

Mr. Yates. And that they were not sold ? 

Mr. Peyton. Some of them have been determined to be surplus and 
sold by now. 

Mr. Yates. You mean subsequent to June 30-—— 

Mr. Peyton. Subsequent to the reporting date. 

Mr. THomas. He will give us a table through January 31 this year 
and it will be for 1955, 1956, and will give us a good picture. 

How many muntion involved in this $96.4 million ? 

Mr. Peyton. Mr. Thomas, there were 236 properties, and they in- 
volved 506 individual sales. 

Mr. Tuomas. Five hundred and six individual sales. By that you 
mean you split it up, some personal property along with the buildings? 

Mr. Perron. Not personal property, but real property split up into 
units for selling purposes. 

Mr. THomas. What about the $270 million ? 

Mr. Peyton. That would probably go the same way. I have figures 
that I will furnish the committee showing every sale we have made 
from July 1 through January 31. 

Mr. Tuomas. Are these properties sold on a negotiated basis, by 
auctioneers, sealed bids, highest bidder, or what ? 

Mr. Peyton. No properties in the period just mentioned were sold 
on a negotiated basis because our negotiating authority expired last 
June 30. They represent sales made by sealed bid and auction. 

Mr. THomas. To the highest bidder? 

Mr. Peyton. Yes, sir. 

Mr. Txomas. How many of these properties did you sell by 
negotiation ? 

Mr. Peyton. Before that time? 

Mr. Tuomas. Yes. How long did you have that authority to 
negotiate ? 
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Mr. Peyton. Since 1949. We have made 107 negotiated sales. It 
was in the original act and was renewed from year to year. About 2 
years ago, I believe, the members of the Senate Government Oper- 
ations Committee indicated they didn’t want to bother with yearly 
temporary extensions. They w anted us to come up with permanent 
legislation. GSA has sponsored that legislation and the bills are 
before the committees now. 

Mr. Exusorr. A bill passed the House at the end of the last session 
but time did not permit the Senate committee to consider it. It is 
now pending in the Senate. 

Mr. Perron. May I make a comment at this point? I like to look 
at this operation as a liquidating business to be paid out of proceeds 
of sale. I think the simplest way to explain what we have done and 
are trying to do is this: 

Our entire program expense last year, including our handling of 
excess properties and transfers to Federal agencies, transfers to State 
and local governments, and park and recreation, and so forth, some 
without monetary consideration, and all of the details of sale and 
lease, amounted to considerably less than 5 percent of the gross pro- 
ceeds of the outright sales made during that 1 year, which I think 
is a good yardstick as to whether we are spending to much money 
or not. 

Mr. Tuomas. Five percent runs pretty high when you are dealing 
in large sums of money. 

Mr. Pryron. That includes, sir, all of the many services we are 
performing for the Federal Government and State and local govern- 
ments not reflected in sales returns. 


PROPERTIES DONATED TO STATE AGENCIES 


Mr. Tuomas. How much of your total —— property was turned 
over to State agencies without return to the Government ? 

Mr. Perron. E ighty-eight properties having an acquisition cost of 
$21,349,000. 

Mr. Tuomas. <All real estate ? 

Mr. Peyton. Yes, sir. There possibly was some related person- 
ality. 

Mr. Tuomas. Eighty-eight different properties turned over to 
the various cities, States. How many to cities and counties and 
States ? 

Mr. Pryron. I don’t have that breakdown before me at the 
moment. 

Mr. Tuomas. What is your guess? 

Mr. Peyton. I can find out for you. 

Mr. Tuomas. These disposals were without remuneration to the 
Government, too ? 

Mr. Pryron. With the exception of the park and recreational 
cases, where we got 50 percent of the current fair market value. 
There were 5 State transfers from park and recreational use, 3 air- 
port transfers to States 

Mr. Tuomas. Without compensation ? 

Mr. Peyton. That is right. The law doesn’t require monetary 
consideration for airport transfers. Five transfers under Public Law 
537, wildlife conservation to States. Then there were 5 transfers under 
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private laws, 1 under Federal Highway Act, section 17, the right-of- 
way for State-road eer 

Mr. Tuomas. What about the school systems ? 

Mr. Pryron. Then nine under Public Law 152, which were dona- 
tions and dedications for roads and streets. That is a total of 28 
transfers involving $6,922,000. 

Mr. Tuomas. Acquisition cost ? 

Mr. Pryron. Yes, sir. On Health and Education, I have that 
here, in 1955 we assigned 60 properties to HEW with an acquisition 
cost of $14,427,000. 

Now assignments to HEW for July, August, September, October, 
November, and December, 1955, totaled 50 properties at an acquisition 
cost of $5,924,000. 


EXEMPTION FOR CERTAIN FEDERAL AGENCIES 


Mr. Tuomas. Do you handle any surplus properties for FHA ? 

Mr. Pryton. No, sir. Federal housing, of course, is primarily an 
insurer of mortgages. They have had some foreclosures where they 
have had to take back properties, but they have sold those. I don’t 
think they have had many. 

Mr. Tuomas. Have you had any? 

Mr. Peyton. Under the act they are not required to report those 
to us. 

Mr. Tuomas. There is a specific exemption under the act. 

Mr. Peyron. Ithinkso. FHA insures the mortgage. If the owner 
has to foreclose, he has the election of taking the property or taking 
debentures from FHA. 

Mr. Ex.iorr. There is an exemption in our act for the Housing and 
Home Finance Agency. 

Mr. Tuomas. A specific exemption ? 

Mr. Ex.iorr. Yes. 

Mr. Peyton. There is a bill pending which I believe would change 
that situation. 

Mr. Exxiorr. The Hoover Commission recommended elimination of 
those exemptions and a bill passed the Senate. 

Mr. THomas. What are the exemptions in the act besides FHA and 
the Veterans’ Administration ? 

Mr. Perron. Exemptions are Housing and Home Finance Agency, 
Atomic Energy Commission 

Mr. Extrorr. Veterans for the GI program, TVA, Agriculture in 
connection with certain programs. Those are the big ones. 

Mr. Tuomas. Is Atomic Energy an exception ? 

Mr. Peyton. Yes, sir. 

Mr. Tuomas. For what reason ? 

Mr. Pryron. Secrecy, I suppose; classified information. However, 
they have turned over a few miscellaneous properties to us. 

This bill, Senate 2591, would eliminate all exemptions under our law. 

Mr. Tuomas. I doubt if it would be wise to eliminate FHA and 
Veterans. 

Mr. Ex.iorr. The theory of the Hoover Commission and the theory 
of the Senate bill, backed by the administration, but sponsored also by 
Senator Kennedy and passed by the Senate, was to eliminate the 
statutory exemptions but to provide that the President from time to 
time may make administrative exemptions by Executive order. 
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SURPLUS PERSONAL PROPERTY 


Mr. Tuomas. What about personal property out of the Armed Serv- 
ices? Ninety-five percent of your business comes from the Armed 
Services anyway, does it not, and the old RFC? 

Mr. Peyton. I only handle real property. I don’t know anything 
about the personal property phase of the program. Perhaps Mr. 
Elliott will answer that. 

Mr. Tuomas. Do you have any legal authority to handle personal 
property ¢ 

Mr. Exxiorr. Yes, sir. 

Mr. THomas. Do you handle it? 

Mr. Exxtorr. No, sir. 

Mr. Tuomas. Why not? 

Mr. Exxiorr. Because the Department of Defense felt that the dis- 
position of personal property is commingled with its military and 
command responsibilities and if they had another agency— 

Mr. Tuomas. Mr. McCormack of Massachusetts was active in this 
field last year and the year before last, and I think he had a bill finally 
signed into the law by the President strengthening the hand of GSA 
and more or less telling the armed services to use you people as the 
disposing agency. 

Mr. Exniorr. That only had to do with the donation of personal 
property for schools and health institutions. It didn’t have to do 
with the disposal of surplus generally. 

Mr. THomas. Do you have any authority to force the armed services 
to use your facilities as a disposal agency for personal property / 

Mr. Mansure. We will be ready to discuss that tomorrow. We 
would like to go into that quite thoroughly. Would you want to wait 
until then because our preparation is in that other division ¢ 

Mr. Tuomas. Two separate and distinct subjects, but we can mix 
them if you want to. 

Mr. Mansure. We have quite a bit of thought on that. 

Mr. THomas. You are talking about something now you have taken 
from them and you are talking about something you are going to let 
them have? 

Mr. Mansvre. Of course, in the real property phase that is entirely 
separate from the personal property. He doesn’t get into that. John 
Thomas will have quite a discussion for you on the personal property 
disposal tomorrow. 

Mr. Meptey. I can say briefly that some of Mr. McCormack’s efforts, 
and I believe some of his colleagues’ also, were looking toward GSA 
handling the disposal of personal property at military locations, but 
the budget which we have before you does not provide for that kind 
of activ ity. 

Mr. THomas. You want to wait. You have a tab in here on per- 
sonal property and utilization, and so forth. You want to wait until 
tomorrow and discuss it? 

Mr. Mansvre. It would be better because we have quite a bit of 
material we want to cover on that. 
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Butpine Design AND SUPERVISION 
Mr. Tuomas. Allright. Mr. Reporter, insert page 57 in the record 
ie alae c eee ae 
relating to’ Building design and supervision. 
(Page 57 follows:) 
OPERATING ExPpENsEs, Pusiic Burupincs SERVICE 


5. Buildings design and supervision 


Average employment 











| 
Amount |— — 
Departmental Field Total 
aaa searntacet en dcdapcnsilhiocs | $130, 000 WOUB LL ntrcbiens 11.8 
a ue 0 —-.1 |-------------- 1 
OO a ie ia ieee S 130, 000 11.7 | Br igs 11.7 
HIGHLIGHT 


“All programs involving design, construction, and remodeling of buildings are 
centrally directed by a staff of technical personnel” (from the budget for 1957). 


Performance cost (not susceptible to work unit) : 


DD ic tan a Sela a ca a tas a perc stipe niga ts te $113, 671 
PINT seh cigs hte ga terete hack ae te hes Seana cee do ins eee 130, 000 
a eet ee ee ae ces 150, 000 


JUSTIFICATION 


Programs directed include advance planning for future building construction ; 
development and maintenance of essential data for projects included in the 
document of buildings eligible for construction required by Public Law 105, 81st 
Congress ; preparation of initial cost estimates for proposed building-construction 
projects of GSA and other Government agencies ; maintenanceo f design and con- 
struction manuals, handbooks, standard details, and stock specifications; tech- 
nical direction of Public Buildings Purchase Contract Act of 1954; and servicing 
Federal committees and boards dealing with building design and construction. 

This activity provides only for staff engaged in central direction of programs 
asawhole. It does not provide for salaries and expenses of technical and admin- 
istrative personnel engaged directly on work programs, which are charged to 
funds provided for specific construction projects or programs. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$101,000. No change from 12 positions in 1956. 

Other objects.—$29,000 includes $22,000 for financing preliminary planning, 
designing, and cost estimating for proposed projects for which funds are not 
otherwise provided. 

The balance of $7,000, or 5.4 percent of estimate, covers: (1) $2,000 for 80 
travel days at $25 per day; (2) $5,000 for normal office expenses. 





















































Service ADMINISTRATION 
Mr. Tuomas. Mr. Reporter, insert page 59 in the record, relating 
to “Service administration.” 
OPERATING EXPENSES, PusB.iic BurLpines SERVICE 


6. Service administration 


—_—— | 


| Average employment 


Amount |—— oe a i Aa: 
| Departmental | _Field | Total 


$439, 300 
0 


439, 300 | 


HIGHLIGHT 


“General supervision over all programs assigned to Public Buildings Service is 
provided” (from the budget for 1957). 

Supervision is provided in central office by Commissioner of Public Buildings, 
his deputy, and staff of an administrative officer and in the field by a deputy 
regional director for PBS in each of the 10 regions. Cost of penalty mail for all 
activities under this appropriation is provided. 


1957 


General supervision as ‘ $397, 582 | $429, 600 $429, 600 
Penalty mail costs 9, 700 | 9, 700 9, 700 


Total . a 407, 282 | 439, 300 439, 300 
| | 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffing.—$402,300 for 53 pypeenibene, distributed as follows 


1957 


Total positions 
Average employment 





Other objects.—$37,000, of which $9,700 is for penalty mail costs. 

The balance of $27,300, or 6.2 percent of estimate, includes: (1) $13,700 for 
travel, based on 548 days at $25; (2) $13,600 for normal office expenses. 

Mr. Tuomas. This activity has 53 employees, 41 in the field, 12 in 
the District. “General supervision over all programs assigned to 
Public Buildings Service is provided.” 

Mr. Meptey. That isthe Commissioner’s Office. 


SUPPLEMENTAL FOR PAY ACT COSTS 


Mr. Tuomas. What is your total bill? Five million dollars, is that 
for a salary increase ? 

Mr. Turpin. The Pay Act increase ? 

Mr. Tuomas. Yes. 

Mr. Turrrn. It is in asupplemental item now pending in the Budget 
Bureau. 

Mr. Tuomas. How much? 
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Mr. Turrrn. $5,586,000 for all of GSA. 

Mr. Tomas. Is that covered in your 1957 and 1956 estimates here? 

Mr. Turrrn. It is in the 1957 and it is also indicated as a deficiency 
in 1956 pending supplemental appropriations. 

Mr. ‘Tuomas. But you have to come back for a supplemental to 
make it even out ? 

Mr. Turrr. Yes, sir. 

Mr. Tuomas. $5,586,000? 

Mr. Turpin. Yes. 

ADMINISTRATION Operations, PBS 

Mr. Tuomas. Put the table on page 61 in the record. 
(Page 61 follows :) 
PuBLIC BUILDINGS SERVICE 


OPERATING EXPENSES, 


Administrative operations 
Amount 
$3, 092, 
+355, 100 


3, 448, 000 
HIGHLIGHT 


“Financial, administrative, legal, compliance, and information services required 
to support this program are provided by the integrated staff organization of 
General Services Administration. Increase in 1957 reflects increased workload 
due to expansion of program operations” (from the budget for 1957). 

Based on workloads to be generated by real property program for 1957, admin- 
istrative operations are estimated at $3,448,000 or 2.68 percent, of $128.6 million 
appropriation requested for 1957, as compared to 2.66 percent of comparable funds 
for 1956. 

Increase of $355,100 will provide minimum adequate services in personnel 
administration and audit functions which were deficient in 1956, and nominal 
amounts for additional services in other functions to support a $12.5 million 
expansion in program operations. 

Distribution of cost by subactivity follows: 





























1955 1956 eo 1957 
i EEN Sad oa cabuabaeeboanaeaan’ $1, 625, 277 $1, 788, 500 ie $2, 030, 500 
(6) Administrative services __-....---- Sehétubbncecemtie wake 892, 101 1, 014, 200 1, 103, 600 
rp RD eas od ba aan unn Cpe abs wacnea mace wate 171, 998 170, 600 171, 800 
1) CaN UTO MINE a icencnamchetsesutidacbueesacncdenees 76, 664 87,000 102, 100 
Cap) IIR 56 6 oc cece ivsesocednee inde niin sonceaviogas 33, 366 32, 600 40, 000 
Total cost or estimate ___...__._____- ; 2, 799, 406 3,092,900 | 3, 448, 000 
| 
Distribution of cost: 
Tn . cvenn ebb Lames tnknmbimmp ane cone erews 785, 238 830, 500 1, 023, 500 
NS eet oe tap ewe conkbuah cackupienseeeee sy 2, 014, 168 | 3, 203, 400 | 2, 424, 500 
Distribution of average employment: 
SONI... ninccacnssnsekalebichdactubbesheseudsence 103.9 104.9 127.0 
Rt a nn een ame aie wen ncn akbe Geen iawmiish 374. 4 | 400.0 405. 7 
i a al a 478.3 504. 9 | 532.7 











Notr.—Explanation of each of these types of services follows, 
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Mr. Tuomas. It covers financial, administrative, legal, compliance, 
and information services required to support this program, and so 
forth. It shows $2.799.406 for 1955; $3,092,900 for 1956 ; 3.448.000 
for 1957; and the breakdown for financial, administrative, legal, com- 
jliance, information. Is this all of the administrative expense ! 

Mr. Turpin. No, sir. 

Mr. Tuomas. Where are the other items that go to make up the 
total for public buildings and grounds ¢ 

Mr. Meptey. This is all of the administrative operation for the 
support of the programs of public buildings financed by this appro- 
priation. basi 

There are additional administrative costs under “Repair, improve- 
ment, and equipment,” and under “Sites and planning.” 

Mr. Tuomas. We are talking about public buildings and grounds. 

Mr. Mepiry. The Commissioner’s office and his deputies, those fig- 
ures are on page 59. 

Mr. Tuomas. That is $439,300. You add that to $3,448,000, or 
approximately $4 million. Does that cover all the public buildings 
and grounds administrative expense ? 

Mr. Meptey. That is right. 

Mr. Tuomas. To make a complete table, just put for the Commis- 
sioner and his deputy here $439,300, Then that is it. 

Mr. Mepiry. That is right. 

Mr. Evins. It should be consolidated. 


BASIS FOR INCREASED ESTIMATE 


Mr. Tuomas. Four million dollars. Why should it jump from 
$2,799,000 in 1955? Ina period of 12 or 13 months why should it go 
to $4 million, an increase of 3314 percent? 

Mr. Meptry. If you include service administration in all years, it 
would be $3.2 million in 1955, $3.5 million in 1956, and $3.9 million 
in 1957. The increase from 1955 to 1956 is almost all due to Pay Act 
increase, and from 1956 to 1957 the increase is necessary to perform 
additional workload for the expanded PBS program. But the main 
reason for the increase, sir, is the increased workload. 

Mr. Tuomas. Put your finger on it. You have a few thousand 
square feet more space. You have a new program under your lease- 
purchase, you are falling off in your critical materials abroad, letting 
you drag your feet, not giving you enough to do, not spending any 
money, not rotating anything. 

Mr. Turrry. Most of them are not covered by this item. The main 
area of increase under this appropriation is for the air-conditioning 
program in the Distriet—— 

Mr. Tuomas. That is $20 million—15 outside and 5 inside. 

Mr. Turrrn. And some increase in buildings management and other 
operations. 

Mr. Tuomas. What do you mean by five under this one? This 
includes all of them, doesn’t it ? 

Mr. Turrry. No, sir; this is the “Operating expenses, Public Build- 
ing Service” appropriation, which finances operation and repair of 
buildings in the District and also includes the air-conditioning pro- 
gram in the District. 
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Mr. Tuomas. What about outside the District ? 

Mr. Turpin. That is included under the other appropriation. 

Mr. Tuomas. Forty-four million; yes, you are right. 

What else justifies the 3314-percent increase ¢ 

Mr. Meptry. Mr. Chairman, the increase over 1955 is only about 
21 percent. About half of that is for Pay Act increases. The other 
half is to provide for increased workload. This is reflected prin- 
cipally in two places. 

INTERNAL AUDIT PROGRAM 


The first is in our audit activity where we have proposed an increase 
of from $75,000 in 1956 to $224,000 in 1957. That is primarily to 
cover internal audit work which we had not been able to undertake 
because of lack of funds and for which the General Accounting Office 
has criticized us. The other is in personnel 





COMPARISON WITH REPAIR PROGRAM EXPENSE 


Mr. Tuomas. What is your administrative expense on this $44 mil- 
lion repair program ¢ 

Mr. Mepiey. Administrative expense under the $44 million pro- 
gram comes to about $520,000. 

Mr. Tuomas. Where is that ? 

Mr. Meptery. Page 82, I believe. 

Mr. Tuomas. How much is it, $520,000 ? 

Mr. Meptery. Yes, sir. 

Mr. Tuomas. Seventy-eight employees against 114 in 1957. Vouch- 
ers processed 23,600 against 32,000. What is that ? 

Mr. Meptey. That means billing from vendors, commonly referred 
to as a voucher, and that ig the total number of billings or vouchers, 
whichever word you prefer, which we receive from vendors in con- 
nection with this program, all of the repair bills and bills that are 
rendered under the contracts which are executed. 

Since the program is going up considerably, including the air con- 
ditioning, naturally the workload on accounting and handling bills 
will go up. 

Mr. Tuomas. This administrative expense increased about the same 
proportion as the other ; didn’t it ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Percentagewise. 

Dollarwise, the other is about twice as big; isn’t it? 

Mr. Meptry. No, in OE-PBS, I think the difference there is we 
are trying to cure a current deficiency in two areas of work, namely, 
audit and personnel. 

Here we are going up proportionately to the increase in workload. 

Mr. Tnomas. You are spending about $4 million to administer a 
110 or 112 million dollar program. 

Mr. Meptey. $128,600,000. 

Mr. Toomas. On the $44 million program, you are spending $520,000 
to administer it. 

Why the difference, percentagewise ? 

Mr. Meptry. The difference there is this: For example, this appro- 
priation doesn’t carry any part of what you might call general super- 
vision of our administrative operations, specifically my salary, that 
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of Mr. Elliott and other staff officials. However, the basic appropria- 
tion such as operating expenses for Public Building Service, operating 
expenses for Federal $ Supply Service, stockpiling, main appropriations 
for each service do carry that. 

Mr. Tuomas. You have— 


financial, administrative, legal, and compliance services required to support this 
program are provided by the integrated staff organization of General Services 
Administration. Increase in program is $17.9 million, or 68.4 percent, as com- 
pared to 38.6 percent in cost of administrative operations. 


Do you mean to say that “Financial, administrative, legal, and com- 
pliance” for the repair program is not charged against the $520,000 ? 

Mr. Meptey. The journeyman workers are, but not the top staff. 

Mr. Tuomas. What part of “Financial, administrative, legal, and 
compliance” is charged and what part is not? 

Mr. Meptey. The point of distinction I was trying to make there 
is that none of the areas of general supervision on the staff operation 


ad 


is charged to this $520,000 operation. However, the journeyman work 
such as voucher examiners in the regions, compli: ince agents in the 
field, lawyers that do the leg work are. 

That was the distinction I was trying to make. 

Mr. Tuomas. Most of the expenditures i is in the field, anyway; at 
least 75, 80, or 85 percent is in the field. 


OTHER OBJECTS OF EXPENSE 


At this point we will insert page 74 in the record. 
(The material referred to is as follows:) 


SUMMARY STATEMENT ON “OTHER OBJECTS” FOR 1957—OPERATING 
EXPENSES, PUBLIC BUILDINGS SERVICE 


Although amounts for obligations by objects are explained in justifications of 
each activity, objects other than personal services are summarized below. 

Except for travel, office furniture, and equipment, all costs for the “Buildings 
management” activity are handled through and reimbursed to the buildings man- 
agement fund. This reimbursed amount of $119,973,200 appears in this estimate 
as $113,473,200 under “07 Other contractual services” and $6,500,000 under 
“10 Lands and structures.” Of the remaining $8,624,800 for 1957, $3,637,600 
is for personal services and $4,987,200 is for other objects. 

02 Travel, $205,300.—Although variations are found in travel rates due to 
difference in means of travel, distance, and duration of trips, etc., the average 
cost for 8,432 travel days is about $23, using current $12 per diem limitation. 
Estimate includes $10,000 for local transportation. Considerable travel is essen- 
tial in operation of buildings and facilities and in real-estate activities scattered 
throughout the country. 

03 Transportation of things, $62,300.—$61,900 is for inbound freight on indus- 
trial reserve tools and for equipment used at industrial plants. Remaining $400 
is for transportation costs on administrative supplies and program materials. 

04 Communication services, $69,900.—$9,700 for penalty mail cost and $60,200 
for telephone and teletype service. 

05 Rents and utility services, $53,500.—Utility services for plants and ware- 
houses operated under NIR program. 

06 Printing and reproduction, $30,900.—$10,000 for printing floor plans of 
buildings for use in space assignment and utilization surveys, $1,500 for repro- 
duction of blueprints and drawings for proposed building repair and improve- 
ment program in District of Columbia, and $19,400 for normal requirements for 
printing and reproduction of administrative and program material. 

0% Other contractual services, §113,960,100.—$113,473,200 for payment to 
building management fund for buildings management services. Of the remaining 
$486,900, $95,000 is for protection and maintenance contracts and related services 
incident to management and disposal of surplus real property; $40,000 for 
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contract maintenance of industrial reserve plants ; $200,000 for contract expenses 
in connection with layaway of industrial plants; $100,000 for contract expenses 
dehumidification of warehouse space; $20,000 for preliminary designs and esti- 

mates of proposed building construction projects ; and $31,900 for miscellaneous 
services. 

07 Payment to administrative operations fund, $3,448,000—For adminis- 
trative operations necessary to support this program, including related travel. 

07 Services performed by other agencies, $20,000.—Inctudes reimbursement 
to Interior Department for surveys under the surplus property program; Civil 
Service Commission for security investigations; Bureau of Standards for test- 
ing of materials; health room services; and various other miscellaneous func- 
tions. 

08 Supplies and materials, $99,2 $80,000 for operating supplies, fuel, etc., 
for maintenance of industrial plants and surplus properties and $19,200 for 
supplies for other real property programs and miscellaneous administrative 
supplies. 

09 Equipment, $507,000.—Equipment replacement for buildings management 
are estimated at $500,000; balance of $7,000 is in other activities of PBS. 

10 Lands and structures, $6,500,000.—Capitalized improvements to Govern- 
ment-owned buildings in the District of Columbia and adjacent area. 

18 Refunds, awards, and indemnities, $600.—For special incentive and em- 
ployee suggestion cash awards. 

Mr. Tuomas. Leaving out object class 07, what do the other objects 
addupto? Class 07 is $113,960,000. That is your rent bill. 

You say: 

Of the remaining $486,900, $95,000 is for protection and maintenance contracts 
and related services incident to management and disposal of surplus real prop- 
erty ; $200,000 for contract expenses in connection with layaway of industrial 
plants; $100,000 for contract expenses dehumidification of warehouse space; 
$20,000 for preliminary designs and estimates of proposed building construction 
projects ; and $31,900 for miscellaneous services. 

What do your other objects add up to? Do you have them broken 
down now ? 

At the bottom of page 71, can you subtract them right quick here? 
Subtract $117,428,100 from $128,598,000. 

Your other objects cost will be 

Mr. Meptey. $7,532,000. 

Mr. Tuomas. About 7 or 614 percent, which does not look bad. 

Mr. Meptry. Seven and a half million out of $128 million. 

Mr. Tuomas. Not $128 million. You would get $10 million or $11 
million. 

Mr. Meptry. I don’t believe so. What I took was $117,428,100 from 
$124,960,400, leaving $714 million, out of a total of $198 million, or 
about 6 percent. 

Mr. Tuomas. Which is not bad, generally. 
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Repair, IMPROVEMENT, AND EQuiIPpMENT OF FEDERALLY OwNeD 
BuriLpinGs Oursipe THe Districr or CoLUuMBIA 


Program and financing 


1955 actual | 1956 estimate | 1957 estim: 


Program by activities: 
1. Normal repairs ; : $8, 804, 203 $17, 133, 827 $17. 518, 000 
2. Major replacements =— 1, 788, 531 3, 718, 900 000 
3. Major improvements: 
(a) Air conditioning - . ae . 150, 000 e 000 
(6) Extension and remodeling y 000 
(c) Post office workspace improvements 72, 231 
(d) Other-_- 4 1, 738, 723 3, 828, 800 : 000 
4, Administrative operations - ; : 30, 789 375, 100 000 


I I soo need tndiiwctuasdnwnnee : 12, 519, 567 26, 206, 027 38, 000 
Financing: 
Unobligated balance brought forward ‘“ ; —535, 457 —56, 627 
Recovery of prior year obligations - _ _- : : —40, 737 
Unobligated balance carried forward 56, 627 


Appropriation e inna 12, 000, 000 26, 150, 000 , 138, 000 


Object classification 1955 actual | 1956 estimate | 1957 es 


Total number of permanent positions ‘ 18 
Average number of all employees : 15 
Number of employees at end of year : 18 


Average salaries and grades: 

General schedule grades: 
Average salary ; ; “ $5, 116 
Average grade | GS-6.7 


Personal services: 
Permanent positions s $62, 094 $84, 323 
Regular pay above 52-week base 222 | 377 


Total personal services_- : 316 4, 700 500 
02 Travel ; 173 155, 000 000 
03 Transportation of things- -_- 24, 655 50, 000 000 
04 Communication services-.-- ‘ . , 809 75, 000 000 
05 Rents and utility services 4, 397 10, 000 25, 000 
06 Printing and reproduction el 4, O31 100, 000 000 
07 Other contractual services | ’ 940 , 576, 827 2 500 

Payment to ‘‘Administrative operations fund, Gen- | 

eral Services Administration’’ 789 375, 100 420, 000 
08 Supplies and materials_- . 760 3, 500, 000 5 000 
09 Equipment. 35, 124 75, 000 000 
10 Lands and structures ; 767 3, 200, 000 f 000 
13 Refunds, awards, and indemnities--._-- islets , 794 5, 000 000 
15 Taxes and assessments a Steg aee’ 12 


DO IR sin skid ttidieicioiitncwtans fae 567 26, 206, 627 


——— SS 


72350—56—pt. 1-46 
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Budget authorizations, expenditures and balances 


ee ——————————————————— 


BUDGET AUTHORIZATIONS AVAILABLE 


1955 actual 











| 1956 estimate | 1957 estimate 








Appropriation $12, 000,000 | $26,150,000 | $44, 138, 000 
Balance brought forward: 
Unobligated 535, 457 56, 627 | geet oie 
Obligated __- | 5, 907, 094 4, 540, 081 10, 746, 708 
fe ee ee ee eee ee oe 
Total budget authorizations available___- ole ee tae 18, 442, 551 be _ 30, 746, 708 | 54, 884, 708 
EXPENDITURES AND BALANCES 4 
| 
Expenditures— 
Out of current authorizations_ : } 13, 845, 843 { 15, 403, 292 24, 253, 202 
Out of prior authorizations_- ae 4, 596, 708 10, 746, 708 
i ae eens | 13, 845, 843 | 20, 000, 000 35, 000, 000 
Balance carried forward: | 
Unobligated oe ee is tal apikeghtichh cee nwae OORT 4 sulin eet 
ice ee 4,540,081 | 10, 746, 708 19, 884, 708 
Total expenditures and balances- ---.......-.----------- | 18, 442, 551 | 30, 746, 708 54, 884, 708 


| 


explanatory part on pages 76 through 81. 
(The material referred to follows :) 


a 


Now, Mr. Reporter, please insert the top part of page 75 


and the 


REPAIR, IMPROVEMENT AND EQUIPMENT 


Summary reconciliation of 1957 estimate to 1956 funds 




















A; 2066 eneronristion tn. epnnel BC ecn acs 2 ec ceo ck wnn $25, 000, 000 
1956 appropriation in supplemental act_____---_-___-________-- 1, 150, 000 
Total new obligational authority for 1066... a. 26, 150, 000 
B. Decreases in 1957: 
Interim air conditioning, United States courts__ $1, 150, 000 
Minor adjustments in activities (net) ----__-_~_ 6, 900 
1, 156, 900 
C. Increases in 1957: 
New program of permanent air conditioning____ 15, 000, 000 
New program to extend and remodel buildings__ 4, 000, 000 
Administrative operations for expanded pro- 
oc perathe ces alanine in doe pau enieindnm eetabie 144, 900 
19, 144, 900 
OTR CAMELS TOP NGS once cs dew eereed en 44, 138, 000 
Analysis by activities 
1956 Deductions} Additions 1957 
1. Normal repairs_- iA ee ieee sncne tebe aeaee Wad, IT Oe Nocaacecsuaan | $440, 800 | $17, 518, 000 
ene IOI Soo cus ccd eka cesnknasceeenineene 3, 718, 900 BEE: ONE Vnwic ccecnckns 3, 400, 000 
3. Major improvements: 
(a) Air conditioning 1, 150, 000 1, 150,000 | 15, 000, 000 15, 000, 000 
(5) Extension and remodeling Ca a 4, 000, 000 | 4, 000, 000 


(c) PO workspace improvement 


(d) Other_______-- 3,828,800 | 128, 8C0 |--_-.__-____|" 3, 70, 000 
4. Administrative oper: ations 375, 100 | 144, 900 520, 00° 
Total 26, 150, 000 ‘1, 507, 700 | 19,585,700 | 44, 138, 000 
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REPAIR, IMPROVEMENT, AND EQUIPMENT OF FEDERALLY OWNED BUILDINGS OUTSIDE 
THE District OF COLUMBIA 


_. $26, 150, 000 
17, 


7, BSS, OOO 


44, 138, 000 
GENERAL STATEMENT 


“Repairs, renovations, and improvements are provided for over 4,400 buildings 
outside the District of Columbia constructed or purchased at a cost exceeding 
$1 billion, containing more than 112 million gross square feet of floor space. 
Request for 1957 will allow (1) a level of repairs equal to new work generated 
and about 10 percent reduction in backlog of work built up during the past sev- 
eral years, and (2) items described in 3 (a) and (b) below” (from the budget 
for 1957). 

Repairs, renovations, and improvements for all Government-owned buildings 
outside the District of Columbia under jurisdiction of GSA for that purpose are 
financed by this appropriation. Request for 1957 will allow (1) a level of repairs 
equal to new work generated and about 10 percent reduction in backlog, (2) 
$15 million for initiating a long-range program of permanent air conditioning in 
buildings where climatic conditions warrant, and (3) $4 million for adapting to 
general office use buildings which become excess to needs of Post Office Depart- 
ment as result of its lease-purchase program, extension of certain Public Health 
hospital facilities, and remodeling a few existing general purpose buildings. 

Buildings covered under this program include assay offices, border inspection 
stations, bullion depositories, coast-guard stations, courthouses, customlhouses, 
mints, office buildings, post offices, Public Health Service hospitals, quarantine 
stations, Veterans’ Administration clinics, and warehouses. 

For several years prior to 1956, funds provided for repairs to Federal buildings 
were insufficient to cover work generated each year. Consequently, a backlog 
of work has built up which, as of July 1, 1955, was estimated at some $78 million. 
About 70 percent, or some $55 million, is for normal recurring repairs and for 
replacement and improvement projects costing less than $10,000 each. Remain- 
der of $23 million is for replacements or improvements costing $10,000 or more. 
Most of this work is urgently needed to prevent serious deterioration to buildings 
and their mechanical equipment. 

Basic 1956 appropriation will permit accomplishment of repairs equal to new 
work generated during the year and provide for some liquidation of extensive 
backlog. A supplemental appropriation for 1956 of $1,150,000 was also provided 
for a nonrecurring program for temporary air conditioning of a few United 
States courts. 


APPROPRIATION LANGUAGE 


Repair, improvement, and equipment of federally owned buildings outside 
the District of Columbia: For expenses necessary for the repair, alteration, pre- 
servation, renovation, improvement, ertension, equipment, and demolition of 
federally owned buildings and buildings occupied pursuant to the Public Build- 
ings Purchase Contract Act of 1954 (68 Stat. 518) outside the District of Co- 
lumbia, not otherwise provided for, including grounds, approaches and appur- 
tenances, wharves and piers, together with the necessary dredging adjacent 
thereto ; acquisition of land as authorized by title III of the Act of June 16, 1949 
(40 U. 8. C. 297) ; not to exceed [$145,000] $250,000 for expenses of travel; and 
care and safeguarding of sites acquired for Federal buildings; [$25,000,000] 
$44,138,000, to remain available until expended. 

For an additional amount for “Repair, improvement, and equipment of fed- 
erally owned buildings outside the District of Columbia”, $1,150,000, to remain 
available until expended: Provided, That the limitation under this head in 
the Independent Offices Appropriation Act, 1956, on the amount available for 
expenses of travel, is increased from “$145,000” to “$155,000” .J 


JUSTIFICATION 


“1. Normal repairs.—Normal recurring repairs to buildings and equipment 
are made, including replacements or improvements costing less than $10,000. 
For 1957, $11.2 million is proposed to offset work newly generated during the 
year and $6.3 million to undertake projects from the extensive backlog which 











722 


will contribute to safe operations and prevent excessive deterioration” from 
the budget for 1957). 
Normal repairs 


| 
| 1955 | 1956 1957 











La eae iain inl aaealintemseanel din sincliaibasiiill 
Serene ey SRE CURD 5s Win cincek dnp AaamepeanebrsGaxbaaa 112, 429, 452 | 112, 429, 452 | 112, 429, 452 
DN ee sca atoen enonea ve ceer ree $0. 0791 $0. 1524 | $0. 1558 
I NG ia a crete ddtnds eimecheteeellsisek $8, 894, 293 | $17, 133, 827 | $17, 518, 000 





Following tabulation shows work accomplished by categories in 1955 and 
estimated for 1956 and 1957 : 





Estimated, Estimated, 





% worries r . ‘ O55 

Categories of work | Actual, 1955 1956 1957 
a _-——— $$$ $$ ——_] —_ —— meta qereemtienineninan 
Grounds and approaches... a $483, 212 | $927, 700 | $948, 500 
Electrical systems Pen ee ea ena ahi 899, 734 1, 727, 200 | 1, 766, 000 
Heating system al 948, 327 1, 820, 500 | 1, 861, 500 
Air conditioning and ventilating 312, 747 600, 400 613, 800 
Plumbing and sewerage systems _- 743, 004 | 1, 426, 300 1, 458, 400 


| 
/ 
| 
Elevator, escalator, and dumbwaiter repairs _---..-.---- | 454, 101 





7, 518, 000 


} 
| 871, 700 891, 300 
Roof repairs : eam cubes 545, 949 | 1, 048, 400 1, 071, 600 
Other structural repairs___- ; ec wigkerck cus no 1, 515, 774 2, 969, 000 3, 035, 600 
Painting and decorating. ........---- J. naka candies es 1, 375, 960 2, 641, 400 2, 700, 700 
ee ee sb cusnntantesumechwsbeopeebaenees 1, 615, 485 3, 101, 227 3, 170, 600 


Total idvein Singhatissirens wsedibieesthphuntekees | 8, 894, 293 17, 133, 827 


Amount requested in 1957 will provide about $0.10 per square foot for accom- 
plishment of work estimated to be generated during the year and $0.0558 per 
square foot for liquidation of about 10 percent of the $55 million backlog. This 
is about the same as 1956, the first year for which provision was adequate to meet 
current needs plus an inroad into backlog. 

“2. Major replacements.—Facilities and equipment which have become obsolete 
or worn beyond economical repair are replaced. The 1957 program provides for 
91 projects selected from the backlog to bring about operating economies” (from 
the budget for 1957). 


Major replacements 1955 | 195 | 1957 
| 
eaiiaeied —————] ——}—_—_}—_ 
Number of projects iisieteke Soko 66 | 103 | 91 
Average cost per project. --- Sis sed $27, 023 $36, 106 | $37, 363 
Performance cost.......-.---------------- eee | $1, 783,531 | $3,718,800 | — $3, 400, 000 


1 


Principal types of major replacements included under this activity are replace- 
ments of roofs, plumbing facilities, electrical wiring and equipment, elevators, 
boilers, heating plants, and exterior masonry and plaster, where projects amount 
to $10,000 or over. This work is urgently needed for safe and efficient operation 
of buildings. 

The backlog of $78 million as of July 1, 1955, includes approximately $11 
million for major replacement work. Based on past experience it is estimated 
that new work of this type will be generated at the rate of about $2,400,000 each 
year. 

The $3,400,000 requested for 1957 will meet the rate of newly generated work 
and provide for liquidation of about 10 percent of the current backlog. 

“3. Major improvements—(a) Air conditioning.—Initiation of a general pro- 
gram of permanent air-conditioning of buildings outside the District of Columbia, 





723 


where warranted by climatic conditions, is proposed for 1957. The most urgent 
situations are estimated to cost some $93 million, of which $15 million is proposed 
for 1957” (from the budget for 1957). 

There is urgent need for air-conditioning Federal buildings throughout the 
country, particularly in high-temperature areas where lack of this facility 
greatly lessens efficiency and hampers Government operations. 

For years complaints have been received and constant pressure has been 
brought to bear to provide air-conditioning to eliminate time lost by dismissal 
of employees during hot spells and to avoid cessation of Federal court activities 
in certain areas during the summer months. 

During hearings on regular estimates for 1956, the committee expressed inter- 
est in a general air-conditioning program. During 1956 hearings on air-condi- 
tioning court facilities, GSA was requested to work out a program of permanent 
air-conditioning throughout the country which could be started to some degree in 
1957. Such a program has been worked out and this estimate provides for its 
initiation in 1957. 

While limitation of staff, funds, and time do not permit detailed study for each 
building, the general study disclosed that of the more than 4,400 buildings eligible 
for consideration under this program, 3,443 are of the type which might be pro- 
vided with air-conditioning under present commercial standards. However, 
urgency of air-conditioning varies by geographical location. 

In commercial practice, the United States has been divided into zones accord- 
ing to design effective temperature range. The zones and number of these 3,443 
buildings in each are as follows: 


3 : 
| Total build- | Potential cost of 
* ings air-conditioning 
} 
| 
' 


Zones 





A, 84° and above............- 
B. 80° to 83° 


Cc 


£93, 000, 000 
185, 000, 000 
62, 000, 000 


340, 000, 000 


This reflects a total program of permanent air-conditioning outside the District 
of Columbia for which the total cost is estimated at $340 million. Estimate is 
based on type selections and estimates of cost prepared by regional offices, general 
information obtained from the air-conditioning trade, actual estimates of cost 
prepared for two typical projects in zone A and a review by GSA of all factors 
affecting the cost. 

As zone A includes the most warranted air-conditioning situations, studies 
were directed specially toward that area. Buildings in zone A have approxi- 
mately 29,200,000 square feet. The net area to be air-conditioned is about 
21,900,000 square feet or 75 percent of total area. Cost of air-conditioning all 
buildings in zone A is cattnated at $93 million, or approximately $4.25 per 
net square foot. 

The 1957 program proposes air-conditioning at 28 locations, primarily in zone A, 
at a total estimated cost of $15 million. Proposed buildings and estimated cost 
at each location are listed on following page. 
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Air-conditioning projects proposed for 1957 program 

















Square feet E 
Proje ge stimated | Cost per 
noes eatea ‘Type | “cost —_| square foot 
| 
Region 3: 
Alexandria, Va., post office, courthouse and custom- 

PUN SL oh toad odae naka bigophel cena heobhaakeuc ask 42, 900 II $229, 000 $5. 34 
Baltimore, Md., post office and courthouse__._-...----- 302, 775 II | 1,598,000 5. 28 
Newport News, Va., post office and courthouse - - ---- -- 39, 758 II 218, 000 5. 48 
Norfolk, Va., post office and courthouse ._........-._--- 165, 488 II 874, 000 5. 28 

= Richmond, Va., post office and courthouse. --------.--- 106,672 | Lil 427, 800 4.01 
gion 4: 
Columbus, Ga., post office and courthouse___......---- 37, 122 II 196, 200 5.29 
Dothan, Ala., post office and courthouse... _-.-.------ 14, 77. IIT 62, 000 4. 20 
Jacksonville, Fla., post office and courthouse---.-...---- 216, 538 II | 1,143,000 5. 28 
Key West, Fla., post office and courthouse___---_---- 40, 445 IIT 165, 000 4. 08 
Macon, Ga., post office and courthouse______..._.-.---- 53,557 | III 225, 000 4. 20 
Marianna, Fla., post office and courthouse_-___..___.--- 9,855 | III 41, 600 4, 22 
Montgomery, Ala., post office and courthouse ____.._--- 96, 020 II 508, 000 5. 29 
Orlando, Fla., post office and courthouse__--..-..------ 49,442 | III 201, 000 4.07 
Pensacola, Fla., post office and courthouse. -.-___------- 25,613 | IIT 105, 000 4.10 
Savannah, Ga., post office and courthouse_____...---.--- 89, 319 | Ill 372, 000 4.16 
Tampa, Fla., post office and courthouse __...._..-..---- 78, 773 II 428, 000 5. 43 
Region 5: Louisville, Ky., post office, courthouse and cus- 
JS Sie att See ooh Se en ee ne em aca a 295, 385 II 1, 510, 300 5. 11 
Region 6: 
Kansas City, Mo., Federal office building. ........__--- 261, 035 II 1, 371, 000 5. 25 
ge EE RES SS eee 436, 634 II 1, 944, 000 4. 45 
Region 7: 
Baton Rouge, La., post office and courthouse. - -_.----- 42, 500 II 227, 000 5. 34 
Houston, Tex., Federal office building. _..........-..--- 62, 625 I 383, 000 6.12 
Houston, Tex., post office and courthouse. _----.------ 94, 725 II 507, 000 5. 35 
Dallas, Tex., post office and courthouse_--_._---------- 108, 000 II 519, 000 4.81 
New Orleans, La., customhouse___......-.-.-.--------- 292, 500 II | 1,536, 000 5. 25 
Region 9: 
me Mr “OS NE ND hh ce oe 25,291 | III 104, 500 4.13 
ee ee 9,000 | IV 28, 600 3.18 
Porteraville, Gall. nost fies... .....sca<-ceccccncccns 11,250} IV 35, 600 3. 16 
po RR eee 12, 750 IV 40, 400 3.17 
Ns cuccakicd adhe cmitees bic nnpeieuecuinaae 3, 020, 747 |.--... 15, 000, 000 4.97 





The following guides have been used with some flexibility to determine the 
type of air conditioning for each building: 

Type I.—High pressure, all-year-round air conditioning for perimeter areas 
with individual room control for summer and winter. Existing radiators to be 
removed. 

Type I1.—Low-velocity duct system with return air ducts. Existing radiators 
retained for winter heating. Zone control for entire building. Ventilating air 
to be tempered. 

Type III.—Low-velocity duct system with simple or no return air ducts. Pack- 
age air-conditioning units. Existing radiators retained for winter heating. 
Zone control for entire building. This type is applicable to buildings between 
20,000 and 100,000 gross square feet. 

Type IV.—Package air-conditioning units for cooling only; no air-tempering, 
simple supply ducts. This type is applicable to buildings not over 20,000 gross 
square feet and is normally used for large, open spaces. 

“(b) Extension and remodeling.—It is proposed to remodel and extend build- 
ings which become excess to the Post Office Department as a result of its lease- 
purchase or long-lease programs. This will provide office space more economi- 
cally than by leasing or under the General Services Administration purchase- 
contract program. Included in the 1957 estimate is $4 million for several high- 
priority projects of this type and for improvement of certain public health and 
general facilities” (from the budget for 1957). 

New facilities, devoted entirely to handling of the mails, are being acquired 
directly by Post Office Department to replace certain of its outgrown post offices, 
by construction under its lease-purchase authority or by long-term lease. Build- 
ings being vacated, in whole or in part, as a result of this procedure are to be 
extended and remodeled, where practicable, to adapt them for general purpose 
use. The extended and remodeled buildings will satisfy the need for space with 
removal of little or no real property from local tax rolls and will provide for 
relocation of Government agencies from leased space, thereby effecting rental 
savings after completion of the work. 





SS ee 
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In addition it is proposed to undertake other needed extension and remodeling 
work which it is more practical to accomplish under direct appropriation than 
by lease-purchase arrangements, as follows: 

1. Provision of more adequate housing, operational, sanitary, and fire protec- 
tion facilities at certain PHS hospitals. 

2. Provision of additional and more adequate space by conversion and/or ex- 
tension of certain courthouse and border station facilities. 

Program for 1957 includes $2,003,000 for work at 4 post office locations, $1,500,- 
000 for 3 hospital projects, and $497,000 for 2 general projects, as follows: 

| 
| 
| 





Estimated 


Type of work cost 


Location 


Bluefield, W. Va., post office and court- | Extend and remodel present buildings to $585, 000 
house. provide additional space for courts and 
other agencies now in leased space. 

St. Paul, Minn., post office and courthouse..| Remodel building and extend utilities to ac- 495, 000 
commodate addition to building under 
lease-purchase program. 

Nashville, Tenn., post office Extend building to provide additional work- 593, 000 
room space on Ist floor and office space on 
upper floors. 

Shawnee, Okla., post office--......-- Extend and remodel building to provide addi- 330, 000 
tional workroom space for the Post Office 
Department and additional space for other 
agencies. 

Carville, La., PHS hospital. Addition to powerplant building to house 800, 000 
fire fighting and other motor equipment. 
Air conditioning of hospital building and 
other space, and to provide a sewage disposal 
plant. 

Fort Worth, Tex., PHS hospital...........| Convert vacant nurses’ home to provide 200, 000 
housekeeping quarters for staff and their 
dependents, and enlarge laundry building. 

Lexington, Ky., PHS hospital._...........) Convert nurses’ home to provide quarters for 500, 000 
staff and dependents, and install million- 
gallon water storage tank. 

Fort Worth, Tex., courthouse Convert Ist floor space and provide mezzanine 245, 000 
for general purpose use. 

san Ysidro, Calif., border station Purchase additional land, erect building and 252, 000 
fencing for Customs and Immigration Serv- 
ice, alter existing buildings, walks, drive- 
ways, etc. 

| 


Toth, Sires... .5..=...... eres ceed adiioiaill kp tiated a packtaicn tabeieedacecteateonans 4, 000, 000 





“(c) Post office workspace improvements.—Starting in 1955 new financing 
of this work is provided by the Post Office Department’ (from the budget for 
1957). 

“(d) Other—Improvements to facilities and equipment to meet changing or 
expanding needs of occupying agencies are made. The 1957 program provides 
for selection of 113 projects which will contribute substantially to efficient and 
economical operations” (from the budget for 1957). 


Other improvements 








Nem eny.. 2.54). Sec ccdlooo dee dee. hdd a. ] 105 | 113 
Average cost per project ’ 33, 437 | $36, 465 | $32, 743 
Performance cost eaceatocs $1,738,723 | $3, 828, 800 $3, 700, 000 





_ This subactivity covers type of projects included under “Major improvements” 
in previous estimates. They embrace projects costing more than $10,000 but not 
of a character or magnitude to qualify under subactivity “(b) Extension and 
remodeling.” 

Examples of types of work performed under this heading follow: 

(1) Improvement of existing mail-handling facilities to accommodate expand- 
ing needs particularly with respect to parcel-post traffic. 

(2) Renovation and improvement of existing court facilities. 

(3) Provision of more adequate ventilation in courtrooms and mail-handling 
space, 
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(4) Renovation and modernization of existing hospital facilities. 

The backlog of $78 million as of July 1, 1955, includes approximately $12 million 
worth of such work. Experience indicates that new work of this type will 
generate at rate of about $3 million each year. 

Budget estimate of $3.7 million for 1957 will meet the rate of newly generated 
work and provide for liquidation of about 6 percent of backlog. 

Mr. Tuomas. Let us look at this table on page 75. 

In 1956 you had $26,150,000; 1957, $44,138,000; an increase of 
$17,988,000. 

What are you going to do with it? Will you use it for— 

Repairs, renovations and improvements provided for over 4,400 buildings outside 
of the District of Columbia— 

We just finished inside the District of Columbia along with your 
rental appropriation for inside and outside the District. Correct! 

Mr. Meptery. That is right. 

Mr. Tuomas (reading) : 


constructed or purchased at cost exceeding $1 billion— 


You do not mean to say this is all Government-owned space; do you? 
Mr. Poss. Yes, sir. 
Mr. Tuomas. You still do a little renovation and remodeling of 
some contract space you have? 
Mr. Poss. Not out of these funds. For leased space we use the 
OE, PBS funds. 
Mr. Tuomas (reading) : 
containing more than 112 million gross square feet. 


What does that figure amount to for the District of Columbia? 

Mr. Scumipr. 43,703,000 square feet. 

Mr. Tuomas. In the District? 

Mr. Scumuipr. In the District of Columbia and adjacent area. 

Mr. Tuomas. Owned by the Government ? 

Mr. Scumipr. That is right. 

Mr. Tuomas. We will continue. 

This request covers more than 112 million square feet outside of 
the District of Columbia, and it cost a billion dollars to acquire. 

What is the acquisition cost of this 43,703,000 square feet in the 
District? Do you have that? 

Mr. Scumipr. I don’t have that figure. 


Norma Repairs 


Mr. Tuomas (reading) : 


Request for 1957 will allow a level of repairs equal to new work generated 
and about 10 percent reduction in backlog of work built up during the past 
several years. 

REDUCTION IN BACKLOG OF REPAIR WORK 


This is pretty important. You are just reducing the backlog at 
10 percent a year? 

Mr. Poss. Yes, sir. 

Mr. Tromas. And you will have a normal lag of—what do you 
call a good, comfortable lag, about 12 or 15 months? 

Mr. Poss. I don’t quite understand what you mean by “normal lag.” 

Mr. Mansvure. How much work do you have ahead of it ? 
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Mr. Poss. We generate annually around $11 million of recurring 
repairs, about $2,400,000 of major replacements, and about $3 million 
of major improv ements. That is normal. 

Mr. Tuomas. What do you call a good working relationship there? 
Do you want a backlog of about 12 or 15 months’ work ? 

Mr. Poss. We would like to get down to handling just the new work 
generated each year. Our buildings would be in better condition 
and cost less to keep up. 

Mr. Tuomas. You do not want anything beyond that. That gives 
you elbow room where you can make your proper repairs, but when it 
gets beyond that it gets out of line. Now you are about 10 years 
‘behind and you are cutting down 10 percent a year. 

Is that enough money? What about this amount of money here? 

Mr. Poss. That is substantially the same amount we had for 1956 
for normal repairs. 

Mr. Tuomas. No. 

Mr. Poss. $25 million for the entire 1956 appropriation. 

Mr. Srrawser. The committee increased this appropriation for 
1956 over 1955 and we are now able to take care of the annual recurring 
workload in addition to taking care of approximately 10 percent of 
the backlog of work. 

_ You will notice the increases in this appropriation item on page 

», under No. 3 (a) and (6), which includes $15 million for air con- 
ditienina: A companion estimate of $5 million was included in the 
OF, PBS, appropriation for air conditioning in the District of 
Columbia. An increase of $4 million is also included here for exten- 
sion and remodeling work. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Evins. I cannot see how you can figure how much funds 
you will need for repair and improvement if you do not have the 

valuation of the Federal property. The VA tells this committee 
they have about $2 billion invested in hospitals, and we let pegs 
have about $30 million for modernization and improvement of : 
$2 billion investment. 

You cannot tell us the total value of all properties you control ? 

Mr. Poss. Yes, we know the acquisition cost. These are federally 
owned properties, but GSA estimates repairs on a square-foot basis 
as supported by many years experience on these same buildings. 

Mr. Evins. That was the only answer you could give us on the 

value of sur plus properties, wasn’t it ? 

Mr. Meptry. These are properties which GSA has under its con- 
trol for regular use by other Federal agencies. The other was sur- 
plus properties which another agency declared surplus. 


VALUE OF PROPERTIES WHICH GSA REPAIRS 


Mr. Evins. Please give us the figures for the valuation of prop- 
erties under your control. 

Mr. Poss. Those were acquired at a cost of over $1 billion, some 
over a hundred years old, and the acquisition cost at that time was very 
low. According to present-day cost, it would probably be twice that 
amount. 

Mr. Evins. Two and a half billion dollars? 
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Mr. Poss. Two and a half billion dollars would be somewhere in 
the neighborhood of the true value at the present time. 

Mr. Tuomas. That is purely for outside the District. 

Give the figure again forthe District. 

Mr. Scumipr. We do not have the acquisition cost figure for the 
District, but the permanent buildings in the District would involve 
a replacement cost in the neighborhood of a billion dollars. 

Mr. Evins. Three and a half billion dollars inside and outside 
the Distict of Columbia. 

Mr. Tuomas. That isa lot of a real estate. 


AIR-CONDITIONING PROGRAM 


You start seriously then on this problem of air conditioning next 
year—air conditioning at a cost of $15 million. You are spending 
$4 million for your remodeling, and what is this $144,900? You 
call it “other.” 

Mr. Mepiey. The $144,000, Mr. Chairman, is the increase on ad- 
ministrative operations expense. 

Mr. THomas. What is that comparable figure for repairs under the 
big program, “Operating expenses, PBS” ? 

Mr. Turpry. $8.1 million on page 24 would be comparable to $25 
million of the RI and E. 

Mr. Tuomas. You want items f 1, 2, 3 on page 24 in District of 
Columbia to make a comparable figure with 1, 2, 3 d on page 75 for 
repair and improvement outside District of Columbia. You want 
ficures 1,2, and 3 here. 

Mr. Turrrn. That is correct, sir. 

Mr. Tuomas. The total is $24.6 million. This is $8.1 million against 
$24.6 million. Why so much disparity there? The $8.1 million car- 
ries about 43.7 million square feet and the $24.6 million carries 112 
million square feet. 

Mr. Turrrn. The $8.1 million would be comparable to $25 million 
under the RI and E appropriation because the $8.1 includes normal 
repairs, major replacements, and major improvements. 

Mr. Tuomas. You are not going to include the $15 million ? 

Mr. Tcrrtn. That is air conditioning, which has not been included 
as repairs either inside or outside the District of Columbia. 

Mr. Tuomas. It is still out of line. 

Mr. Srrawser. $13.1 million on page 24 is comparable to the $44,- 
138,000 on page 75. 

Mr. Tuomas. It is still out of line, though, is it not ? 

Mr. Scumiptr. There is about three times the total building area 
outside as inside. 

Mr. Tiiomas. The area does not make a difference, except when you 
pin it down to square feet in a particular building. It does not make 
any difference whether you go over 38 or 48 States. 

Mr. Srrawser. Mr. Thomas, on the normal repairs in the District 
of Columbia, they have figured at approximately 10 cents per square 
foot. Outside of the District they have approximately 15 cents per 
square foot, but 5 cents of that is for catch up of backlog, which would 
bring the recurring unit cost to 10 cents, or substantially the same as in 
the District of Columbia. 
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Mr. THomas. Does it mean you are not spending as much money in 
one place on normal repairs as in another ? 

Mr. Srrawser. In the past that was true and it resulted in the 
backlog that built up outside the District of Columbia. The com- 
mittee increased the 1956 estimate by $5 million. This helped us to 
get a start on catching up on that backlog. 

The air-conditioning program cannot be compared too well because 
we are only including zone A. The District of Columbia itself is com- 
pletely in zone A. Most permanent buildings here are air conditioned. 

Mr. THomas. You have os here that astounded me last night. 
It costs you $4, $4.25, $5.34, $5.28, $4.16 a square foot to air condition. 
One place is $6.12 in Houston. 

Mr. Poss. $6.12 is the estimated cost per square foot for the Houston 
Federal Office Building. However, we figure the average cost per 
square foot for this type one system, $6.09. 

Mr. Tuomas. Are these window units ¢ 

Mr. Poss. They are regulated within the room. 

Mr. Tuomas. In other words, a unit will cost you $150 and it will 
take care of a room 20 by 20. That is 400 square feet. 

Mr. Poss. Yes. 

Mr. Tuomas. The unit that will cost you $200, that is 50 cents a 
square foot. You figure it is costing four and five dollars a square foot. 

Mr. Meptey. This is not a window unit. 

Mr. Poss. The various types are central systems and not window 
units. Mr. Chairman, just to check these prices, we prepared plans 
and asked three firms to give us bids, and they ran very close to our 
estimates. 

Mr. Tuomas. This must be where you are putting in ducts and tubes 
and central units where you have to plow through walls. 

Mr. Poss. That runs the cost up, cutting through walls, patching, 
and so forth. 

Mr. Mansurr. The bottom of page 79 describes four types of air 
conditioning. Type one for Houston is high-pressure all-year-round 
air conditioning. 

Mr. Tuomas. It surely is expensive. 

Mr. Poss. Yes. 

Mr. Tuomas. What does it cost to construct a good house in this day 
and time. It is no more than $11 a square foot, is it? 

Mr. Poss. Ten to twelve dollars per square foot. 

Mr. Tomas. Remodeling an old building now is costing five and 
six dollars a square foot. Off the record. 

(Discussion off the record.) 

Mr. Promures. It seems they have better and less expensive air to 
work with in California. 

Mr. Poss. The difference is due to the type of system we propose to 
install for the several California buildings the type TV system, which 
is much cheaper than the type I. 

Mr. Tomas. The California program is the cheapest. How much 
more of this air conditioning do you have ? 
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Masor REPLACEMENTS 


You have some good figures. You say: 


Principal types of major replacements included under this activity are replace- 
ment of roofs, plumbing facilities, electrical wiring and equipment, elevators, 
boilers, heating plants, and exterior masonry and plaster where projects 
amount to $10,000 or over. This work is urgently needed for safe and 
efficient operation of buildings. 

The backlog of $88 million as of July 1, 1955, includes approximately $11 
million for major replacement work. Based on past experience, it is estimated 
that new work of this type will be generated at the rate of about $2,400,000 each 
year. 

The $3,400,000 requested for 1957 will meet the rate of newly generated work 
and provide for liquidation of about 10 percent of the current backlog. 


TOTAL PROGRAM OF AIR CONDITIONING 


Now, look at what you say about air conditioning. 

Initiation of a general program of permanent air-conditioning of buildings 
outside the District of Columbia, where warranted by climatic conditions, is 
proposed for 1957. The most urgent situations are estimated to cost some $93 
million, of which $15 million is proposed for 1957. 

Ninety-three million dollars will take care of what part of the 
program ¢ 

Mr. Poss. That is zone A. 

Mr. Tuomas. What will it cost ? 

Mr. Poss. You have the country divided into three zones. Zone A 
comprising 1,300 buildings, we estimate will cost $93 million; zone B 
has 1,583 buildings, estimated to cost $185 million; zone C has 560 
buildings, estimated to cost $62 million; or a total estimated cost of $340 
million. 

Mr. Tuomas. Have you a map of the three zones? 

Mr. Poss. Yes, sir. 

Mr. Tuomas. We will insert it in the record at this point. 

(The map referred to follows :) 
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ADMINISTRATIVE OPERATIONS 

Mr. Tuomas. What about the administrative costs, a total of 
$520,0002 We went into that before on the PBS item. 

Let us put page 82 in the record. 

(The material referred to follows :) 

tEPAIR, IMPROVEMENT, AND EQUIPMENT 
5. Administrative operations 
Amount 

Ph waa an an el pc eI an cag il ag la ie ns $375, 100 
ROR eh oekaki ke catenin idiaa alent an anemia Rewiae miisnes +144, 900 
DI aids cccncas athena nce sae ade tin scdicd ea eatin ashy iesente cca Mase 520, 000 


HIGHLIGHT 


“Financial, administrative, legal, and compliance services required to support 
this program are provided by the integrated staff organization of General Services 
Administration. Increase in program is $17.9 million, or 68.4 percent, as com- 
pared to 38.6 percent in cost of administrative operations” (from the budget for 
1957). 

Based on workloads generated by the program proposed for 1957, it is estimated 
that administrative operations support will cost $520,000, which is 1.18 percent 








of $44.1 million appropriation requested for 1957. 
percent ratio for 1956. 
volume of work. 


This is a reduction from 1.44 
It reflects comparatively lower cost based on increased 
































| 
| A ag erage 
| Amount, | Avete¢ | Amount, | Average 
56 | ment 1967 ment 
ee |— —— a _ —/]— | 
Distribution of cost by subactivity: | 
(a) Financial services = $233, 800 |- $322, 800 
Budget... — | a. 
NINN Sse rcei eas ee esdacaell 174, 200 |. ¥ 255, 500° : 
Accounting operations__- 169, 800 | 251, 100 
Reports ; 4, 400 | - 4,400 A 
Audit | 17,300 |___- MA secacss 
(6) Administrative services > 84, 400 Prin, ei 120, 300 a 
| — al ienennneeiaieeen —_————— cf 
Personnel ies ees 32, 300 37,100 |___- 
Administrative facilities 2, 100° aa 83, 200 | 
(es = | 
(c) Legal services i‘ 32, 400 - 52, 400 
(d) Compliance services. ---- PY Vernrcazag 24, 500 
Total cost or estimate 375, 100 7 ee 590, 000. a 
i Fs \ asiptietdiedimteenaiete ——< = 
Distribution of costs: 
Departmental_-- 54, 500 8.4 | 64, 100 10.3 
Regional. . 320, 600 70. 4 455, 900 104. 6 
———— a eae 
Total __- a es 375, 100. 78. 8 | 520, 000 114.9 
Workload for principal functions: | 
(a) Financial services: 
Employees payrolled Sad WE witcha ose OO Ten kuaue 
Vi” ne ae i ee ee 32, 000 nie 
(6) Administrative services: 
Personnel—employees serviced. ____...---- 7 954 |__ a 
(c) Legal services: | 
nn II gets Sas os ce aces 11, 000 aes ae Ae 360 1 3<. 
(d) Compliance services: 
Compliance cases completed-_...-.-..---.--- isp recnages WO ties a5 
| i 
5 . ; ane : . 
Mr. Tuomas. Financial services, 1956, $233,800; 1957 is $322,800. 
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Sires AND PLANNING, PurcHAse Contract, AND Pupsiic BurILpines 
ProsEcts 


Program and financing 


1955 actual | 1956estimate 1957 estimate 


Program by activities: 
1, Site acquisition cnuness | $4, 805 5, 534, 000 
2. Design, engineering, ete. $304, 319 6, 732 5, 300, 000 
Administrative operations.-.--- ; = | 1,072 | 141 000 
Total obligations a 305, 391 il, 678, , 975, 000 
naneing: | 
Comparative transfers from other accounts e — 305, 391 
Unobligated balance brought forward ; aici ; 5, 991, 009 
Unobligated balance transferred (69 Stat. 458) from— 
“Sites and planning, public buildings outside the Dis- 
trict of Columbia, General Services Administration” ache —3, 094, 
“Construction, purchase, remodeling, and designing, 
buildings outside the District of Columbia, public 
buildings, General Services Administration” elites ‘ 
Unobligated balance carried forward _--- so . , 991, 009 


Appropriation ---- - . teers ioe iad 15, 000, 000 


Obligations by objects 


wan ct classification 1955 actual 1956 estimate 


tal number of permanent positions- -- 
\ verage number of all employees 
Number of employees at end of year 


{ verage salaries and grades: 

General schedule grades: 
Average salary ---- ; $6, 25 $6, 916 
Average grade bce sa : , 7S-8.5 GS-10.2 


Personal services: 
Permanent positions baghoas 7. 85 $81, 749 
Positions other than perm: unent_. 36 


Regular pay above 52-week base 5. hide setbn 451 


Total personal services Sac ete i 82, 200 
Travel ‘ Sfoe he ; = 60, 000 
Communication services ; 5, 000 
(6 Printing and reproduction-----_.__- ai : . 6 365, 500 
7 Other contractual services 290, 857 6, 209, 900 
Payment to “ Administrative oper: ations fund, General 

Services Administration’’- : , 072 141, 000 

Services performed by other agencies 281 
S Supplies and mz aterials ene cao : 2 15 10, 000 

/ Equipment 

1) Lands and structures 4, 805, 000 


Taxes and assessments. ; 5 


Total obligations. 305, 391 11, 678, 600 
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Budget authorizations, exwpenditures and balances 


1955 actual | 1956 estimate 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 7 swbae : $15, 000, 000 $5, 000, 000 
Balance brought forward: 
Unobligated _- ‘ eaiekemiinds ; ‘ sn 6, 991, 009 
IN ators ric Sache nn bib tear os mie mai as pictiontinaaiasek ; “~ 5, 678, 600 


Unobligated balance trans ferred (69 Stat. 458) from— 
“Sites and planning, public buildings outside the District | | 
of Columbia, General Services Administration”’ Rikde cn anal 3, 004, 034 
“Construction, purchase, remodeling, and designing, 
buildings outside the District of Columbia, public 
buildings, General Services Administration’’_- B10, GID Ln naventan 


Total budget authorizations available_-_-_-- oe 18, 669, 609 17, 669, 609 
EXPENDITURES AND BALANCES 


Expenditures 








Out of current authorizations - - = emes 6, 000, 000 |... . 
re OE Or TON a. wiki rete bees centhixons — ae 10, 500, 000 
Total expenditures_- ise pckeh wae ee esas ania ahinioine 6, 000, 000 10, 500, 000 
Balance carried forward: 
RISMERUOE ist inn ceckons ie a cee Me maa ce dainne eens Rama inee 6, 991, 009 16, 009 
en ca tiw cme weameon = Pibscaiaebanth 3 saute 5, 678, 600 c 7, 1538, 600 
Tote) expenditures and Walan008... < «2625s cncscsececdscccee ne ‘ 18, 669, 609 17, 669, ¢ 609 





Here is a pretty important program, “Sites and planning.” 

Mr. Mepitry. We had some recent developments in connection with 
this program and although some of it is not yet official, we ought to 
be frank with the committee and tell you exactly where we stand. 


CONTEMPLATED PURCHASE OF RAND M’NALLY BUILDING IN CHICAGO 


We have before the Bureau of the Budget at the moment a request 
for a $3 million appropriation to buy the Rand-MecNally Building in 
Chicago. That building has quite a history and we presume the com- 
mittee will want to hear the estimate when it comes up. 

In accordance with existing Budget Bureau policy, they required a 
cutback of a comparable amount in one of our existing programs, and 
after consulting with them, we felt that the cutback would be most 
easily made from funds available for this particular program, namely, 
“Sites and planning.” 

Accordingly we have revised our justifications predicated on taking 
$3 million out of the funds available in 1956, which totals some 
$18,975,000, which would be made available by transfer for the pur- 
chase of the Rand-McNally Building when the estimate is submitted. 

We can either go into the revised | justifications now or 





Mr. Tuomas. You do not have but 5 million in here for 1957. You 
will take 314 ngs ? 

Mr. Mzoirr. 7 ‘ake 3 out of 1956 and leave 5 for 1957, so that it has 
modified our phasing just a little bit, and we think it will be beneficial 
if we operate from these revised justifications. 

Mr. Tuomas. Go ahead. 
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ESTIMATE FOR SITES AND PLANNING FOR 1957 


Mr. Scumipr. We are asking for an additional $5 million for “Sites 
and planning,” which would bring our total availability to $20,975,000, 

This we believe on the phasing of the program can carry the total 
program of $376 million, which we have set as our goal through 1957. 

Mr. Tuomas. Mr. Reporter, at this point insert in the record the new 
justification pages, and I will read from 87. 

(The material referred to follows :) 


Sires AND PLANNING, PurcHaseE Conrract, AND Pus.iic BuiLtpInes Prosects 


Average employment 


Amount 
Depart- 
mental Field 


$15, 000, 000 
+975, 000 | 


15, 975, 000 
10, 975, 000 


5, 000, 000 


GENERAL STATEMENT 


“This program provides for site acquisition, drawings and specifications, and 
construction supervision in connection with the acquisition of urgently needed 
buildings to be initially financed with private capital and acquired by the Govern- 
nent through lease-purchase arrangements. 

“The current program contemplates sites and designs for 88 projects ultimately 
costing some $376 million exclusive of interest and taxes. Twenty-six projects 
were approved during first session of 84th Congress, and 13 of these projects are 

eduled for completion during 1957. Cost of sites, drawings, and incidental 
items for 88 projects is estimated at $36,871,000 of which [$18,975,000] $75,- 
75,000 has been provided. An appropriation of $5 million is requested in 1957, 
ving [$12,896,000] $15,896,000 to be requested subsequently. 

“Funds required for payments to contractors, after projects are completed, are 
provided under ‘Payments, Public Buildings Purchase Contracts.’” (From The 
Budget for 1957, as amended. ) 

Foregoing program provides for high priority projects anticipated to be ap- 

oved on a progressive basis by July 1, 1956. Some 61 other projects totaling 
pproximately $190 million in construction costs will be critically reviewed as 

need and permanence before recommending list of projects to be submitted for 
approval during 1957. Funds required for projects in addition to $376 million 
rogram will be included in estimates for 1958 or a 1957 supplemental. 

Supplemental Appropriation Act, 1956, provided $15 million for sites and plans 
nd authorized consolidation therewith of certain balances ($3,975,000) avail- 
ble for sites and planning under 2 previous appropriation items. Pursuant to 
this authority and to provide single source of financing, the accounts have been 
onsolidated as reflected in green sheet schedules. 

Budget Bureau has authorized statement that proposed message from Presi- 
dent in connection with acquisition of land and building in Chicago, Ill, will 
ecommend transfer of required $3 million from this appropriation. Appropriate 
adjustments therefor are reflected in this revised estimate. 

Funds remaining are more than adequate to finance 1956 operations but will 
he exhausted early in 1957, making it necessary to request an additional 
appropriation. 

72350—56—pt. 1——47 
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APPROPRIATION LANGUAGE 


[For] Sites and planning, purchase contract, and public buildings projects; 
For an additional amount for expenses necessary in carrying out the provisions 
of the Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), including 
preparation of drawings and specifications, by contract or otherwise; acquisitions 


of sites, where not otherwise provided for, including soil investigations and tests; 
and administrative erpenses ; [$15,000,000] $5,000,000 to remain available until 
expended [and to be in addition to and available for the same purposes as any 
unobligated balances which have been or may be made available, by any law 
enacted during the first session of the Eighty-fourth Congress, for carrying out 
the purposes of said Act: Provided, That any such unobligated balances may be 
consolidated with this appropriation]. 

[The unobligated balances of the funds made available by section 1 (a) of the 
Act of June 14, 1946 (60 Stat. 257), the Second Supplemental Appropriation Act, 
1950, and the General Appropriation Act, 1951, for the acquisition of sites and 
the preparation of drawings and specifications for Federal public buildings 
projects outside the District of Columbia, as authorized by title I of the Act of 
June 16, 1949 (63 Stat. 176), as amended, and by the Act of May 25, 1926 (44 
Stat. 680), as amended, shall be available also for expenses of preparation of 
drawings and specifications, by contract or otherwise, acquisition of sites where 
not otherwise provided for, including soil investigations and tests, and admin- 
istrative expenses, for carrying out the purposes of the Public Buildings Pur- 
chase Contract Act of 1954 (Public Law 519, Eighty-third Congress), approved 
July 22, 1954.J 

JUSTIFICATION 


Estimate is geared toward acquiring sites, preparing drawings and specifica- 
tions and providing construction supervision and other expenses incident to a 
construction program in the magnitude of $376 million. Exhibit A at end of this 
justification lists approved and tentative projects. 

Phasing by years is as follows: 


oe | 
Status of project approvals Total | 1955 1956 
| 





1957 Later 
Currently approved- _.....-.--]| $91, 436, 330 |$27, 870, 300 | $63, 566, 030 
Pending in BB or PW Committees ss a 104, 080, 000 |_- 104, 080, 000 
To be submitted for action of 84th Cong., 2d 
Picts shen.cncwaksd > Reena ate ae de | 180, 534, 000 180, 534, 000 
348, 180, 030 | 


Subtotal | 376, 050, 330 | 2 27, 870, 300 
I 141, 000 | $141, 000 |$341, 928 


Administration operations & 625, 000 | ce 072 


Total (ake aeekee 376, 675, 330 27, 871, 372 “BAS, 321, 030 | 141, 000 >| 341, 928 


Of the foregoing costs, $336,324,000 will be covered by purchase contracts 
financed by annual payments of principal, with interest thereon. 





| Total } 1955 1956 1957 Later 


Award of purchase contracts: 
Approved projects__- | $80, 269,000 | _- ...-|$21, 878, 500 A $58, 390, 500 
New and pending projects | 256, 055, 000 | seo -| 100, 724, 000 — 331, 000 
Total eee 336, 324, 000 | 21, 87 8, 500 | 159, 114, 500 | 155, 331, 000 
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Sites previously acquired amount for $3,480,330 of the remaining $40,351,330 
Balance of $36,871,000 in direct costs is to be financed from funds provided under 
this head as follows: 


Direct costs Total 1955 Lot 1957 Lat 


. Site acquisition $14, 542, 000 $4, 405,000 $4, 034, 000 $6, 103, 00K 
9. Design, engineering, etc. 
(a2) Drawings, specifications, etc 16, 451, 800 $304,319 | 5, G87, 900 5, 204, 600 5, 254, O81 


(4) Soil tests and investigations 303, 500 141, 000 81. 500 81. OK 

(c) Construction supervision and | 
inspection | 
\dministrative operations ce | 625, 000 | 


4, 948, 700 103, 700 713, 900 4, 131, 100 


1,072 141, 000 141, 000 341, 928 


|-—-- ee -_ — — — 


36, 871, 000 | 305, 391 | 10, 478,600 | 10, 175, 000 15, 912, 009 


Total; direct oosts....... .. 22.5... : 


Explanation of each item of direct cost: 


1. Site acquisition 

Of the 88 sites included in the program, the Government currently owns 47, 
leaving 41 sites valued at $17,542,000 to be acquired. Properties in some project 
areas available for exchange or credit on new acquisitions are expected to yield 
$3 million. The remaining $14,542,000 represents ultimate cost to this appropri 
ation. 

2. Design, engineering, ete. 

(a) Drawings, specifications, etc—Estimated costs based on GSA’s standard 
architectural service rate scale as applied to median project gives average cost 
for range of projects, programed to reflect timing of services by year. 

(b) Soil tests and investigations.—Costs based on experience factors us applied 
to total program and phased with architectural services. 

(ce) Construction supervision and inspection.—Costs based on experience fac- 
tors as applied to total program, phased to reflect timing of services. 

8. Administrative operations 

Financial, administrative, and legal services required to support the program 
are provided. Workloads and costs in 1957 are estimated to be same as 1956. 
Distribution of cost by function is: 





! 
| 
1955 1956 1957 
— cute |— 
Amount | Percen | Amount Percent] Amount | Percent 
| 
a) Financial services a ‘ $91 $91, 700 | $91, 700 
(6) Administrative services eeu - : .| 14, 200 | 14, 200 
(c) Legal services eaten henens 951 | 35, 100 | 35, 100 
Total cost or estimate 1, 072 | | 141, 000 141, 000 | 
Distribution of cost and average employ- 
ment: 
Departmental _-- é 1, 072 0.2 | 99, 600 15.9 99, 600 15.7 
Field | 41, 400 11.0 41, 400 | 9. ¢ 
Total... 1, 072 | 2 | 141, 000 26.9 | 141,000} 25.3 








Summary reconciliation of estimate with appropriation 


Direct costs: 


NOG CR es 8) SS ate iE al I a $305, 391 
ES a ee ai aa cee gh eae 10, 478, 600 
SINE, TRUINOE acic ot oe es an ee  l e 10, 175, 000 





20, 958, 991 
Total funds required through 1957 (rounded to)____---_-_____ 20, 975, 000 
Deduct: 
Funds made available by Supplemental Appropria- 


OR RRS Sib ncaa 4 ke ee oe _.. $15, 000, 000 
Transfer to “Acquisition of land and _ building, 
ROUND, NUS ate ek ine eee —3, 000, 000 


Supplemental Appropriation Act, 1955, and Inde- 
pendent Offices Appropriation Act, 1956, from bal- 


ances in prior appropriations__.____...________- 8, 975, 000 
—————_—— 15, 975, 000 
i 5, 000, 000 


Exuipit A 
SITES AND PLANNING, PurcHASE CONTRACT, AND PuB.Lic BurILpINGs PrRosEctTs 
Lease-purchase projects included in budgetary program 


PROJECTS APPROVED BY BUDGET BUREAU AND CONGRESSIONAL PUBLIC WORKS 
COMMITTEES 





| 
| Magnitude 
State and city Purpose Character of antici- 
pated cost 
Georgia: 
BORER. 666k cidinxs : at secant AMD acs t ii | Big. cicinins- $12, 330, 000 
Brunswick__..____- , sia aS I a a EN ke 1, 431, 000 
Illinois: Rock Island ee ‘ | PO CT ve NB... 2, 000, 000 
Iowa: | 
Burlington _______- | PO, ete_- ssn] AL NB... 1, 328, 987 
Council Bluffs__- 1 MD GF ss oss ue DNB.... 1, 630, 000 
Kansas: Kansas City | PO oT... | NB. 2, 393, 303 
Louisiana: 
Lafayette wn | PO, ete... | NB... 1, 095, 000 
Lake Charles_- | PO OT... Pe oe 2, 075, 000 
New Orleans 1 PO, ote... | ne aes See 14, 200, 000 
Minnesota: | 
Minneapolis CT FOB.. at, De. co 5, 877, 815 
St. Paul ; (oth AL, ER... =. 5, 235, 000 
Mississippi: Biloxi PO OF... .... EX NB 1, 110, 000 
Nebraska: Omaha 3 ro OT... Pee 6 9, 579, 823 
New Hampshire: Durham. | PO, ete_- ; A 433, 600 
New Mexico: Albuquerque hee ee ess se ees 6, 227, 300 
New York: 
Jamestown _-_-___- : ‘ a Bo: aE eee 1, 840, 135 
3 as ot Ds th, RE BO 3 BRK we cancecauawce 3, 300, 000 
U.N. Bldg. 
Tennessee: 
IST eee : Cee -poeeeel Me Wooo ces 3 Oh st 272, 000 
Kingsport sulsatenimes coisa er B y “4, eee eee 1, 013, 000 
i eee RS a 645, 036 
Vermont: Burlington-__-__- 2 : pb call URE kesckons Rel teh deen 2, 830, 000 
Virginia: 
I a incensed I MS Sack SR re oa 543, 210 
I a SO ic gis senate 7, 410, 000 
West Virginia: 
OS ee ee eed ee Se Cain ata aad 3, 298, 280 
Parmerepure......<«<c<. a ie a ee Fe ecm sll ROE Es ca te ca ease as 1, 722, 841 
Wy EES SUE TOD ii osc ccddnndcceeecnda a Wo dcc cen cee |): Eee 1, 615, 000 
aU rnrnpa re NORIO RIN i iii iii 91, 436, 330 





WG heed: ads 
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3 
Lease- purchase projects included in budgetary program Continued 
I pre) g y prog 
é PROJECTS PENDING IN BUDGET BUREAU OR PUBLIC WORKS COMMITTEES 
391 ; 
600 ee 
State and city — haracter 
DOO am Pury ( ( 
991 ae . oe. 
Le nia: San Franc oO CT FOB °B | $2 . wn 
0 ina: Minden PO, et NSB 0), (OM 
t of Columbia 
Southwest area FOB SB 20), 200), OOK 
( | Service Commission HQ SB > « on 
Coast and Geodetic Survey HQ SB 12. O15. Om 
Geological Survey - HQ SB 10, O50, OOK 
Weather Bureau HQ SB W), OOM 
subtotal, 7 projects 104. OND. OOM 
ADDITIONAL PROJECTS (TENTATIVE 
JOO 
DOO Cama n PO, et B wy OM) 
Livingston : PO, et B 
i: Phoenix a CT FOB NSB f 0), OO 
OTS Favetteville PO. et NSB ux 
: Helena PO CT NSB m), OOM 
Hot Springs POC NSB 725, OM 
Little Rock . ‘ FOB NSB 000, O00 
‘ lifornia: Sacramento ‘ ' FOB SB 8, 700, 0 
KS nectieut: Hartford : pace FOB SB 6, 000, 000 
’ 
Crainesville 7 ee POCT NSB 2 300. 000 
Miami is 5 saieshinaniiailas FOB 3B 1, 765, 000 
ide Ocala a PO C'l NSB , ] ». 000 
i- vaii: Wailuku a . .| PO, ete B 0). 000 
st Mount Vernon Rave PO, et NSB 845, 000 
F ina: Bloomington PO, etc NSB 1. 481. 000 . 
va: Ames, College Station 4 PO, ete. B 600. 000 
Kansas 
, 000 Leavenworth. ._.-.- i 4 a PO C' DNB SO OOK) 
, 000 _ Sedan asc kaki ; encdl ey eee B 2A), OOM) 
, 000 Louisiana 
Coushatta PO, et B 2F0), 000 
, 987 Jonesboro... PO, ete B 10). O00 
, 000 Maine: Jackman . BS B i555, 000 
, 303 ryland: Denton PO, ete B 250, 000 
\lassachusetts: Boston, Back Bay FOB B 17, 430, 000 
, 000 Michigan: Ann Arbor PO, ete NSB 2 040. 000 
, 000 linnesota 
, 000 Bemidji - : PO, ete DNB 420, 000 
Moorhead 3 s PO, ete 4 AL DNB 500, 000 
, 815 Pine Creek BS B 20K), OOO 
000 Redwood Falls_-_._- . PO, ete B 250, 000 
, 000 Mississippi: 
823 Greenville PO CT NB 520, OOO 
, 600 ; Laure] PO, ete e oh GES ae 785, 000 
, 200 ouri 
Kirksville i PO, ete NSB 520, 000 
135 Marshfield a PO. ete... B 250, O00 
, 000 St. Louis f FOB NSB 13. 000. 000 
New Hampshire: Concord POCT. NSB 1, 400, 000 
ew York: Brooklyn CT FOB ie S, 260, 000 
, 000 N10 
, 000 Cincinnati__ ; FOB_. SB 13, 000, 000 
, 036 McArthur PO, ete B 2A), 000 
000 Oklahoma: Oklahoma City--- PO CT AL ER 8 510, 000 
insylvania: 
210 Beaver ‘ PO, etc B 400, 000 
000 Pittsburgh ____ FOB SB &, 960, 000 
Sharon PO, ete B 420, 000 
, 280 ith Carolina: Manning PO, ete B 25), 000 
, 841 ith Dakota: Pierre PO CT DNB... 1, 445, 000 
, 000 ennessee: Lafayette PO, ete B 250, «0 
92 Approved by Budget Bureau, July 22, 1955. Pending in Public Works Committees 


, Approved by Budget Bureau, July 25, 1955 and House Public Works Committee July 29, 1955. Pende 
' g in Senate Public Works Committee. 
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Lease-purchase projects included in budgetary pregram—Continued 


Magnitude 
State and city Purpose Character of antici- 
pated cost 
an — a _ 
Texas: 
Brownsville BS SB.... , $1, 740, 000 
Dallas FOB : igi Rac a 14, 000, 000 
Eagle Pass BS __ al ee oe ‘ 835, 000 
Houston : .| FOB__.- | NSB.....- i 6, 700, 000 
McKinney A Bk tn ah sk orate cen a : Chae 345, 000 
San Marcos. _- a ate oe PO, ete = chet apsateg = ncaa acai a 400, 000 
TDerrel...... a ities d geckeacy JFL. at DNB one oe 400, 000 
Utah: Salt Lake City 5 pues Ee ce ek et aol 7, 500, 000 
Virginia: Waynesboro alge eh kcal 55 aera ee EO 500, 000 
Washington: Pasco ae PO, ete once Ee a lowee aaaiek 763, 000 
District of Columbia: 2d southwest area__--- ..| FOB 2 -| NSB dana 15, 210, 000 
Subtotal, 55 projects bth tease Lb eee lene es ae ee ee il 179, 437, 000 
Increased project cost 
West Virginia: Parkersburg Scneeel oe Oe ..| DNB ae 1, 097, 000 
Total, 88 projects Kétmaracsanedocus ; bss sim otic aie amesiatciar |: 
KEY TO ABBREVIATIONS 
Purpose 


BS—Border station 

CDC—Communicable disease center 

CT FOB—Courthouse and Federal office building 

FOB—Federal office building 

HQ—Headquarters building 

PO CT—Post office and courthouse 

PO CU—Post office and customhouse 

PO, etc—Post office, ete. 

PO FOB—Post office and Federal office building 
Character 

AL AF—Additional land and additional facilities 

AL B—Additional land and building 

AL D NB—Additional land, demolition and new building 

AL ER—Additional land, extension and remodeling 

AL NB—Additional land and new building 

B—Building 

DNB—Demolition and new building 

EX NB—Exchange and new building 

N B—New building 

NSB—New site and building 

SB—site and building 


Mr. Tuomas. Reading from your revised page 87, it says: 

“This program provides for site acquisition, drawings and specifica- 
tions, and construction supervision in connection with the acquisition 
of urgently needed buildings to be initially financed with private cap- 
ital and acquired by the Government through lease-purchase arrange- 
ments.” 

You mean for 1957 it is 88 projects. Is that cumulative, 1957 and 
1956? 

Mr. Scumipr. Cumulative. 

Mr. Tuomas. “The current program contemplates sites and designs 
for 88 projects ultimately costing some $376 million, exclusive of 
interest and taxes. Twenty-six projects were approved during the 
ist session of the 84th Congress, and 13 of these projects are scheduled 
for completion during 1957.” 

That leaves 13 more. 

“Cost of sites, drawings, and incidental items for 88 projects is esti- 
mated at $36,871,000, of which $18,975,000 has been provided.” 

You reduced that by the proposed transfer for your Rand-McNally 
project down to $15,975,000. : 
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“An appropriation of $5 million is requested in 1957, leaving 
$12,896,000,” or as revised, “$15,896,000, to be requested subse- 
quently” —to finish out your 88 projects ¢ 

Mr. Mepiey. Yes, sir. 


PURCHASE OF RAND-M’NALLY BUILDING 


Mr. Tuomas. Where in Chicago is this Rand-MeNally Building ‘ 

Mr. Mansure. You know where the new Congress Street superhigh- 
way comes through Clark Street? Are you familiar with that? It is 
just beyond the Loop, where they are widening Congress Street. 

Mr. Tuomas. I remember that. They took off half a building. 

Mr. Mansure. Yes; that is at Clark Street. 

Mr. Tuomas. Is that the building? 

Mr. Mansure. No; they didn’t take off of that side of the street. 

Mr. Sxeen. They did not take anything off the Rand-McNally 
Building; another building down the street. 

Mr. Tuomas. How big? 

Mr. Skeen. 600,000 square feet. 

Mr. Toomas. Who is in it now ? 

Mr. Skren. Nine Government agencies, the Bureau of Public Debt, 
Agriculture, Engineers, one other unit of Treasury——— 

Mr. Tomas. 600,000 square feet of building? 

Mr. Skeen. Yes, approximately. 

Mr. Tuomas. Any unused land? 

Mr. Sxeen. No, sir. 

Mr. THoomas. In the center of a block, the middle or the corner ? 

Mr. SKEEN. It occupies the entire block. 

Mr. Tuomas. A solid block ? 

Mr. Skeren. It runs from Congress Street to Harrison and from 
Clark to La Salle Street. 

Mr. Tuomas. Is the area considered as growing or stagnant? 

Mr. Mansvre. It was what you would call a loft building. They 
might have a printing shop on one floor, a sewing shop on another. 
[t issouth of the Loop. 

Mr. Tuomas. What happened to values in that area in the last 10 
or 15 years? 

Mr. Mansvre. I would say that with the development of Congress 
Street, values may improve some. 

Mr. Sxren. Yes; they may, and there is another development that 
will further increase the value, and that is the plan to remove the 
Loop railroad, which will increase the size of the downtown area. 

Mr. Tomas. Has the area been going down in value until the 
widening of the street ? 

Mr. Sxren. Some, I would say. 

Mr. Tuomas. How old is this building ? 

_ Mr. Keren. It was built in 1912, but it was completely modernized 
in 1951. 

Mr. Toomas. How old does that make it ? 

Mr. Exxtorr. Forty-three years. 

Mr. Tuomas. The building is worn out? 

Mr. Extiorr. It was completely modernized 4 years ago. 

Mr. Mansvre. $214 million went into it, and it looks like a modern 
building now. 
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Mr. Tuomas. Inside or outside ? 

Mr. Mansvre. Both. It is in very good condition. 

Mr. Tiromas. What are you paying for it ? 

Mr. Mansure. Rent or purchase price? 

Mr. Tuomas. Purchase. 

Mr. Exnrorr. It is in condemnation proceedings. We hope to get 
it for $3 million or under. 

Mr. Toomas. How many square feet; a half million? 

Mr. Exxiorr. Six hundred thousand square feet. 

Mr. Tuomas. Five dollars a square foot 

Mr. Exxiorr. Yes, sir. 

Mr. Mansvre. You must remember there is $214 million put in it 
already. 

Mr. Tomas. Elevator service and everything! Flow many ele 
vators are in the building ? 

Mr. Sxeen. Five passenger and four freight. The building is built 
in a hollow square, there are banks of elevators on two sides of the 
hollow square. 

Mr. Tiromas. About 4 on each side? That is 50 percent too few. 

How many people will the building house, according to modern 
specifications and planning? 

Mr. Meptey. We have almost 2,600 people in there now and we have 
had as high as 3,100. 

Mr. Purvis. Six hundred people to a passenger elevator. 

Mr. Tuomas. Why select this building to buy when you have to go 
through condemnation proceedings ? 

Mr. Exnsorr. I think I can explain. 


CONDITIONS OF THE PRESENT LEASE ON THE RAND M’NALLY BUILDING 


The building was leased by the Government on a 5-year lease on June 
99, 1951. ; 

The lease was basically predicated on an estimate made by an 
employee in the regional office who, on his form 57, had shown con- 
siderable real-estate experience and also showed a long string of 
experience as an appraiser on the appraisal report. Actually, he had 
no acceptable experience as an appraiser. He falsified his experience 
and education record as well as misrepresenting himself as a member 
of reputable appraisal organizations. When that developed he re- 
signed when confronted with the disclosure of the investigation. 

‘But in the meanwhile, the lease had been signed, predicated on his 
appraisal of $4,200,000. 

The Comptroller General questioned the lease a year and a half 
ago, and this last summer he came out with a decision in which he 
said the lease was void by reason of having exceeded the Economy Act 
limitation of 15 percent of the fair value based upon reappraisals 
that had been made by the chief of our own appraisal staff. 

In the meanwhile, in between those two periods, the Government 
had put $214 million into it to do this modernizing of the building, so 
we are now in the situation of where we are not currently paying 

rent and are trying to recover from the owner the excess of the rent 
omatimaiie paid over the 15 percent of the appraised market, true 
appraised market value. 
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Mr. THomas. Sothe Government spent $214 million modernizing it 

Mr. Evuiorr. Yes; the Government has $214 million in it. 

Mr. THomAs. What rents were you paying ¢ 

Mr. Exxiorr. $500,000 a year, as I recall. 

Mir. Toomas. In addition to the $214 million / 

Mr. Exvasorr. Yes, sir. 

Mr, THomas. How many years? 

Mr. Exuiorr. Five years, and we had an option to renew for 5 years. 

Mr. Tomas. When was that contract executed / 

Mr. Exniorr. It was June 22, 1951. 

Mr. THomas. How does that compare with rents in the area ? 

Mr. SKEEN. Bare rent is under a dollar a foot. 

Mr. Mansvure. The rent is good. The improvements are expensive. 

Mr. THomas. Nothing wrong with under a dollar a year per square 
foot for rent. 

Mr. Mansure. No. I don’t know of any property in that vicinity 
that—— 

Mr. THomas. So that is considered cheap rent. 

Mr. Mansure. It is for Chicago. 

Mr. THoma.s. You cannot get warehouse space for less than 90: 
can you ¢ 

Mr. Manscre. Not much less. Seventy-five cents maybe. 

Mr. Tuomas. Your rent is all right. How long do you have to go 

this contract ? 

Mr. Exniorr. If the lease had ben valid, it would have expired De- 
cember 31, 1956. 


Me THomaAS. Would you not be better off to lease the building 
nother 2, 3, or 5 years at a reasonable rate rather than buy it? 
Mr. Manscre. GAO will not let us. 


BASIS FOR CONDEMNATION OF BUILDING 


Mr. Exvuiorr. We do not think we can get a reasonable rate on a 
voluntary basis. We have put in the $214 million in improvements 
already and after extensive conferences w ith GAO and the Assistant 
Attorney General in charge of the Land Division, it seemed that the 
best thing for the Government to do is go in and condemn the fee. 

Ye are going to condemn the fee on the basis of fair appraised 
value as of the date of the original lease and before the improvements 
were made. 

Mr. Tuomas. What will that figure be ¢ 

Mr. Exxiorr. That is the purpose of this $3 million supplemental. 
We hope to get it for under $3 million. 

Mr. Tomas. You have questions of law and a fact question, too. 

What assurance do you have that you can go back and condemn it on 
that basis ? 

Mr. Exuiorr, I think our legal basis is sound, and I can say that not 
only from my own standpoint, but this has caused enough interest in 
the Department of Justice that Mr. Morton, who is the Assistant Attor- 
ney General, has personally gone into it. 

He and I went out to Chicago, and the United States attorney also 
was personally concerned with it, and we think we are on the sound 
legal basis. 
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We also feel that on the basis of our own appraisals, an other con- 
tract appraisals, that we are obtaining, that we can at least make the 
better side of the evidentiary case as to its value on that basis, being 
under $3 million. 


GAO REPORT ON LEASING OF RAND M’NALLY BUILDING 


Mr. Tuomas. Have you seen this report to the Committee on Appro- 
priations of the House of Representatives by the General Accounting 
Office on this lease ¢ 

Mr. Exxiorr. No, sir. 

Mr. Tomas. I will read it for the record. It says: 

“The lease provided for an annual rental of $500,000. A revised 
appraisal of $2,500,000 for the fair market value at date of lease was 
submitted by the agency as a result of our questioning the reasonable- 
ness of the ‘previously ‘determined fair market value. Based on the 
revised appraisal, the maximum rental allowable under the Economy 
Act of 1932 would be $375,000. We have directed GSA to recover all 
rental payments in excess of $375,000 per annum made since June 22, 
1951, and to limit current and future rentals to $375,000 a year 

Mr. Exxiorr. That is up to the court to decide, sir. 

Mr. Mepiry. Speaking to his point on the recovery, it just happened 
that we had made payments equal to $375,000 a year for the full period 
of the lease at the time the decision was rendered, so all we did was 
cut off any future payments. 

Mr. THomas. Was this matter submitted to the Washington office 
before this lease was executed back in 1952? 

Mr. Meptey. I think is was; yes, sir. It was approved. 

Mr. Mansvre. It was before my time. 

Mr. Meptey. | was not part of the negotiations, but I understand 
that some people in the Washington office worked on it; yes, sir. 

Mr. Thomas. What was it, just an error in judgment of the law or 
what is involved in it ¢ 

Mr. Meptey. It was an error in judgment of the appraised value, 
as Mr. Elliott pointed out, and the man that made the error has since 
resigned when confronted with his falsifications. 

Mr. THomas. It is more than that because it says it is a violation of 
the Economy Act of 1932. 

Mr. Exxiorr, That is the act which says you shall not pay in rent 
more than 15 percent of the appraised value. 

Mr. Tuomas. So that is it. 

Mr. Evins. How much in excess is involved for the time of the 
lease ¢ 

Mr. Mansvure. The difference between $375,000 to 3500,000 a year. 

Mr. Tuomas. $625,000. 

Mr. Exsiorr. In addition, if you will recall, the Government put 
in $21% million. 

Mr. Evins. I understand that. 


BASIS FOR CONDEMNATION OF BUILDING 


Mr. Tuomas. How would you recoup your losses? It las been my 
observation that the juries in these condemnation proceedings are 
liberal with Uncle Sam’s money. 
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What does the owner of the property contend it is worth‘ Is it 
an estate or living persons / 

Mr. Exuiorr. It is a corporation that owns it. T might say they 
own the building. The land is owned by the city of Chicago, or at 
least the school ‘district, and they have a 99-year lease on the land. 

We propose to condemn the full fee. 

They pay ground rent of about $40,000 a year. I assume they will 
contend the building is worth four million two or more. 

Mr. Tuomas. What is the fee worth ¢ 

Mr. Exnrorr. The land you will capitalize on the basis of the 40,000 
a year being paid as ground rent. There will not be a particular 
probem on the land. 

Mr. Tuomas. You just think there will not. They say we are rent 
ing this too cheap. How much longer do they have on the 99-year 
lease? 

Mr. EL rorr. I assume they have another 50 years to go, or 59 
years—57 years. 

Mr. Thomas. What value will you place on the fee? 3, 4,5 percent 
return / 

Mr. Mansure. If they had a 99-year lease, there would not be a 
change in the rent on account of condemnation. 

Mr. Trromas. There is a million dollars for the land. 

Mr. Priunirs. They propose to buy the lease and not the land. 

Mr. Exniorr. The Justice Department made the decision. 

Mr. Pres. Can you condemn school land ¢ 

Mr. Exniorr. Yes. 

Mr. Thomas. There is a million dollars extra for your land at 
} percent. 

Mr. Mansurr. The land is not used for school purposes. 

Mr. Tuomas. You could get in there and get judgment for land 
values of a million and a half so easy it would make your head swim, 
and they would tell you the replacement value of that building is $200 
a square foot and back it up with evidence, and depreciation is down 
io about $11 now, and you would see where you would come, 

You would get stuck for 514 or 6 million instead of : 

Mr. Exniorr. I did not come prepared to speak on “that, but the 
replacement value would not be a proper measure. Second, we do 
have some indication of what the court will do, because at the time 
of the original lease there were two tenants in the building who had 
leases that did not have a condemnation clause. We had to go in and 
condemn their leaseholds that had several years to run. 

I do not have the figures at hand, but they got a very substantial 
judgment as to value in the district court. The Government appealed 
to the court of appeals. The court of appeals reversed, and it went 
back to the district court for a new trial. 

That trial was concluded and the judgment rendered, I believe, last 
December. 

If you project the judgments rendered in the court on those 2 leases 
to the whole building, we will get out for under $3 million. 

Mr. Tuomas. What was the vardstick of value / 

Mr. Exsziorr. 1 beg your pardon / 

Mr. Tuomas. What was the yardstick of value / 

Mr. Evuiorr. The yardstic k was value of the space. 

Mr. Tomas. Based on what 
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Mr. Exxiorr. On the time they had to use it, so much a year. 

Mr. Tuomas. If the jury has it, how is the judge going to instruct 
the jury as to what method to use in arriving at the fair value? Would 
it be replacement / 

Mr. Extiorr. No, sir. 

Mr. THomas. What is it / 

Mr. Exwiorr. It is what the usual rule is, what a willing buyer would 
pay to a willing seller. 


Mr. Tuomas. Here is the evidence: Mr. X qualifies as a building 


expert and he qualifies in cost and everything else. It will cost $18.25 
to replace it, and he will say, “I have people interested in paying 
$12.50 a square foot.’ 

Mr. Exxiorr. I am sorry, but replacement value does not enter into 
it, 

Mr. Tuomas. That is where he is making up his mind as to whether 
he is willing to pay $12.50. 

Mr. Ex.izorr. He is making up his mind on the basis of what com- 
parable space rents for or sells for in comparable localities, which is 
not necessarily your replacement cost. 

Mr. Tromas. They are two separate and distinct things. He doesn’t 
have to take that, though. He can justify what he wants for this 
building, and what he thinks it is worth. 

Mr. Exxiorr. He has to do more than that. It is a matter of evi- 
dence. It is not just a gleam in his eye. He must show what other 
properties are selling for. 

Mr. Tuomas. In the neighborhood ¢ 

Mr. Exxiorr. Yes, comparable properties. 

Mr. Tuomas. On that basis what will it show up to be? 

Mr. Exxrorrt. That is as of the time we leased it. That is as of June 
1951 and the condition of June 1951. 

Mr. Tuomas. You are sure on that point ? 

Mr. Exxiorr. Yes, sir; on that legal point I am very sure. 

Mr. Tuomas. In ‘other words, then, if you can make your figure 
stand up to 3 million, and then’ deduct your $2,500,000, you will be 
in pretty good shape. 

Mr. Exxiorr. His point is that we already have the two and a half 
million in it. 

Mr. Putiiies. You will not get credit for the two and a half million # 

Mr. Exxiorr. No; we will not. 

Mr. Evins. You are not going to get credit for the $625,000 excess, 
either. 

Mr. Meptey. We have not paid that. 

Mr. Tuomas. The time is not before you improve the building, but 
after you improve it? 

Mr. Ex.iorr. No, sir, the yardstick is the time before we improve 
the building. 

Mr. Prius. T hey consider the two and a half million paid tech- 
nically when they acquired the building, which was as of 1951. 

Mr. Exxiorr. That is correct. 

Mr. Meptey. It is being condemned as of the date of the lease. 

Mr. Tuomas. When you say a figure of $3 million, does that mean 
minus the twoanda half million you have already paid? 

Mr. Mep.ry. No, sir. 
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Mr. Tuomas. Including it, then. 

Mr. Meptey. It is being condemned as of the date of the lease, 
which was before we made the improvements. 

Mr. Tuomas. What was it worth a square foot then, on your 
formula? 

Mr. Mep.ey. The chief of our appraisal staff, who is one of the 
nost renowned appraisers in the business, appraised it at $2.5 million. 
Is that correct ¢ 

Mr. Exxiorr. Yes. 

Mr. Tuomas. Before you put the two million five in it. 

Mr. Exxtorr. That is right. As of the date of the lease. 

Mr. Tuomas. That is the date that governs; isn’t it 4 

Mr. Meprey. Yes, sir. 

Mr. Exxtorr. The property sold for $1.7 million less than 1 year 
before the Government leased it. 

Mr. Tuomas. You are figuring on paying $3 million plus the $2 
million you have already put in. So you are paying around $5.5 mil- 
lion for a property that once sold for $1.7 million. 

Mr. Exxtorr. Two and a half million is the net improvement on 
the property. That 1s the cash that has been put into it. 

Mr. Meptey. It is a modern building now. 

Mr. THomas. Yes, but it is your money. 

Mr. Exuiorr. That is right, but then it will be our building. 

Mr. Putiurps. Whoever bought it at $1.7 million would have had 
to put in $2 million more to bring it to the present status, but it still 
makes it an expensive building. 

Mr. Mansure. When the building was purchased it was an out- 
moded building establishment. It had to be rebuilt to be used. 

Mr. Tuomas. What do you expect to gain out of this? 

Mr. Mansure. To get out of a bad deal in the beginning. 

Mr. Tuomas. Aren’t you fixing to put in about a ‘million and a half 
more into it? 

Mr. Entrrorr. No, sir. 

Mr. Puiiures. Will you make it into an office building with little or 
hig rooms? 

Mr. Mansure. Big rooms, for accounting and bookkeeping ma- 
chines, files, and all that type of equipment. 

Mr. Tuomas. I do not know, and | hope you will do it. 


LEASE-PURCHASE PROGRAM 


Where is a list of the 26 projects that were approved in the Ist 
session of the 84th Congress ? 

Mr. Meptry. On page 91. 
, Mr. Tuomas. Where are projects to be included in the $5 million for 
this year? 

Mr. Scumipr. The tentative list of additional projects in support 
of the $376 million program is on pages 92, 93, and 94. 

Mr. Tuomas. That will be covered, then, by the $5 million appro- 
priation for this year? 

Mr. Scumivr. That plus the prior appropriations. The total direc t 
cost will be $36,871,000. We estimate that we will need through 1957 
a total of $20,975,000, the balance of $15,896,000 to be requested after 


1957. 
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Mr. THomas. What projects do you intend to start in the fiseal year 
19574 Isthat the project shown on page 92 ¢ 

Mr. Scumipr. The project prospect uses we are presently working 
on are listed on pages 92, 93, and 94. However, we prepared a revise 
list to bring that list up to date. 

Mr. Tuomas. Have all these been approved by the committees of 


the House and Senate, or have any of them ¢ 
STATUS OF PROJECT APPROVALS 


Mr. Scumipr. A number of these projects were approved by the 
Bureau of the Budget—the civil service project, ml the southwest 
area project, both in the District, are now with the Public Works Com- 
mittees of Congress. Both have been approved by the Bureau. The 
Bureau is presently holding the Geological Survey, the Coast and 
Geodetic Survey, the Weather Bureau, and the San Francisco build- 
ings. They have returned several, such as Minden, La., to us for 
resurvey. We are restudying the Geological Survey, the Weather 
Bureau, the Coast and Geodetic Survey, and San Francisco projects. 

Mr. Tuomas. What is the number of projects to be approved in 
fiscal year 1957? Is that what this list is / 

Mr. Scumipr. This new tentative includes a total of 80 projects. 

Mr. THomas. Have any of these been approved by the committees 
yet ¢ 

Mr. Scumipr. None of these have been approved by both committees 
of Congress. 

Mr. Tuomas. What part of them have been approved by the Bureau 
of the Budget ? 

Mr. Scumipr. Only two, the civil service and southwest projects. 

Mr. Tuomas. Is it your intention to get committee and Bureau 
approval of these 80? 

Mr. Scumipr. That is right, sir, if they can be processed. There are 
a number of these that involve border stations. Since the preparation 
of the original tentative list, we have discussed the funding of border 
stations under the lease-purchase law with the Bureau. It is their 
feeling that projects of that nature should be financed by direct ap- 
propriation rather than lease-purchase. There are a number of those 
projects in here, and we would not submit those to the Bureau or the 
committees. 

Mr. Tuomas. That goes to the Congress for direct appropriation. 

Mr. Scrimipr. There may be others on the list that may fall in the 
sume category but we won’t know that until we complete our compre- 
hensive surveys in the field. 


OTHER OBJECTS COST 


Mr. Tuomas. Let us take a look at the cost by objects. Part of it 
is on page 98, I believe. You have here on the revised page 98: 

Of the $10,175,000 total obligations, $112,100 is for personal services and 
$10,062,900 for other objects, of which $8,175,000 is to be financed from balances 
of prior year funds. Obligation for other than personal services is summarized 
below. 

Travel is $100,000. What did you spend for travel here last year? 

Mr. Scumipr. $2,108. 
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Mr. Tuomas. And you jump it up to $100,000 ? 

Mr. Scumipr. Late 1955 was the beginning of the program. ‘There 
were no projects fully approved until late July 1955. 

Mr. Tuomas. Where is this travel? Is it out of the field office or 
the central office here ¢ 

Mr. Scumupr. The field offices primarily. 

Mr. THomas. Communications, $5,000; printing and binding, 
£367,000 for production of drawings and specifications, for reproduc- 
tion of standard forms, including bidding documents. Who does this 
printing and reproduction work for you! 

Mr. Scrnpr. The printing and reproduction is done within our 
own shop. 

Mr. Tuomas. What is the nature of it ¢ 

Mr. Scumipr. Reproducing from the tracings and specifications 
which will be prepared by the architects. 

Mr. Tuomas. Is this outside architects or your own / 

Mr. Scumipr. They are all contract architects. 

Mr. Tuomas. Other contractual services, $5,405,900, and then you 
have a contract for architects to prepare drawings and specific ations 
and payment to construction services fund. What is that construc- 
tion services fund? That is a new one. 

Mr. Mepiey. The construction services fund, Mr. Chairman, was 
authorized by Congress a number of years ago. It was used by the 
Public Buildings Service to provide a central account out of which 
our own engineers, architects, and so forth would be paid. Their time 
is time-carded, and then construction service fund bills the account 
for services rendered. 


ADMINISTRATIVE OPERATIONS OF LEASE-PURCHASE PROGRAM 


Mr. Tuomas. Then you have administrative operations necessary 
tosupport this program. This is part of the new language, then. 

Mr. Meptey. Yes, sir; $141,000 for 1957. 

Mr. Tuomas. And you break this down under 5 or 6 heads. 

Mr. Meptey. Yes, sir. 


LACK OF PROGRESS ON LEASE-PURCHASE PROGRAM 


Mr. Evins. I would like to ask about this interesting chart on page 
87, cumulative accomplishments of lease-purchase program. The first 
impression I received from that chart is that it is a huge amount of 
acquisition of sites and extensive building. If I analyze it correctly, 
in 1956, the dark portion represents construction. It has not even 
crossed the line in 1956. You go half way to 1957, and you have a 
small amount of construction. As far as site acquisition is concerned, 
there is only a small amount under that. So you are just creeping 
in your program. 

As projected in 1957, 1958, and 1959, you are going to do an exceed- 
ingly large amount of work. Is that not correct, Mr. Administrator ? 

fr. Mansure. That is correct; yes. 

Mr. Evins. You have had that act on the books for several years and 
last year we spoke to you about getting the ball rolling. You indi- 
cated that you were in the process of moving speedily in that direction. 
[ can’t see by the chart that you have done too much. 
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Mr. Mansure. The act came on the books July 22, 1954. 

We had 1 year up until Congress adjourned last summer to pre- 
pare all of the prospectuses and submit them to the Bureau of the 
Budget. By the time we got them from there to Congress, we have 
had very little time. Congress was not in session for the whole fall 
of this past year. 

Now we are preparing to submit all of these new proposals to the 
two committees in Congress. There is that lag in there all the time. 

Mr. Evins. I know there is a lot of administrative and architectural 
work before you can go into the acquisition of sites and buildings, 
but you have proceeded largely with that, and you are about ready to 
move into the other phase ? 

Mr. Mansure. That is right. It is like a snowball. It starts grow- 
ing in size very rapidly when you get rolling. 

Mr. Evins This list that is in the text of the budget justification 
submitted, when was this submitted to the Bureau of the Budget ? 

Mr. Mansure. Which is that ? 

Mr. Evins. This is exhibit A on page 91. 

Mr. Scumipr. That was about the Ist of October. 

Mr. Evins. October of 1955? 

Mr. Scumipr. Yes, sir. 

Mr. Evins. Of that list that was submitted in 1955, what was cleared 
by the Bureau of the Budget! 

Mr. Scumipr. The Budget Bureau does not approve a list of proj- 
ects. They approve each project individaully. There are a number 
of these new projects that are ready to go to the Bureau of the Budget. 
In fact, we are working with the Bureau each day. 

Mr. Evins. We are speaking about exhibit A. You said this was 
submitted to the Bureau. 

Mr. Scumipr. You mean the 26 approved ? 

Mr. Evins. 91 through 94 on exhibit A. 

Mr. Scumipr. Of the 26 ers projects on page 91, 1 has tu be 
resubmitted. That is Parkersburg, W. Va. Of the 25 remaining, we 
have negotiated AE contracts on 23. 

Mr. Evins. Tell me, Mr. Schmidt, have all of exhibit A projects 
excepting Parkersburg, been approved by the Bureau of the Budyet ? 

Mr. Scumipr. Not the tentative listing. Only the 26 on page 91 
have full approval by the Bureau of the Budget and both committees 
of the Congress. 

Mr. Evins. On page 92, there is a heading “Additional Projects, 
Tentative.” They have been approved down to there; is that correct ? 

Mr. Mansure. Down to that point, except for seven projects pend- 
ing before Budget or the committees. 

Mr. Evins. When do you propose to submit this additional supple- 
mental list to the Bureau of the Budget ? 

Mr. Scumipr. Projects will be going forward progressively between 
now and the end of the fiscal year. The rate at which they move for- 
ward will depend upon the complexity of field survey. Under this 
law considerable documentation is required to support the urgency and 
permanent need of the space requirements. The Director of the Bu- 
reau of the Budget is required to make a statement as to the necessity 
of the project, and in that connection requires considerable documen- 
tation on our part. It is time-consuming. 
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Mr. Evrns You state, however, that it is your plan to submit this 
st of 80 additional projects to the Bureau of the Budget as soon as 
feasible and as soon as practicable. 

Mr. Scumipr, That is right, sir. 

Mr. Meptey. Isn’t it your further hope, Mr. Schmidt, that these 
4!) projects will be approved by the Bureau of the Budget and both 
ommittees at this session of the Congress / 

Mr. Scumipr. We would hope to reach that goal; that is correct. 

Mr. Mansure. I believe that is the desire of Congress, too, that is, 
to move it along rapidly. 


BASIS FOR DETERMINATION OF SIZE OF A PROJECT 


Mr. Evins. On what basis do you make a determin: ig of a certain 

umount of money to be expended at a particular city or locality? 

Mr. Mansure. That is based upon the size of the ath i which in 
turn is based upon the justification of the various agencies that will go 

nto that building. In other words, we don’t say that we are going 
to spend so much. money in a certain city. We decide first what the 

needs are for the city, and then the cost for that size building. Is that 
correct ? 

Mr. Scumipt. That is correct. 

Mr. Evins. These figures that are indicated here, do they represent 
both the building and the architectural plans, and acquisitions of the 
site, or is it the building alone / 

Mr. Scumupr. These figures are the total cost, including the site, 
where a site has to be purchased, the AE cost, as well as the administra- 
tive cost. 

Mr. Mansvure. Some of these are on Government-owned sites. This 
isa total cost one way or another. 

Mr. Evins. In some cases it embraces a site already owned and con- 
trolled by the Government and in other instances it does not. 

Mr. Mansvure. That is right. In some cases the city will trade off 
1 site for a site that we have now. It is a sort of swap deal. 

Mr. Evins. Therefore, when you acquire a site, the amount of money 
you put into a building is correspondingly reduced. 

Mr. Mansure. That is right. 


URGENT NEED FOR LEASE-PURCHASE PROGRAM 


Mr. Evins. I commend you in moving forward in this direction. 
It is urgently needed. TI note in the President's address with respect 
. the Post: Office Department, one of the things he pointed out was 

that there was a need for new postal buildings. That is the first time 

n several years that such a statement has been made in the President's 
message. 

Mr. MAnsvre. Yes. 

Mr, Evins. I urge you to give acceleration to your program. 

Mr. Mansure. Of course, as you are aware, in some of the situations 
like in Boston the postal facilities are just terrible. I don’t even see 
iow they can see the mail in the Boston post office. That applies to 
post offices in small communities, like Bluefield, W. Va., that I went 
through. It is almost impossible to handle the mail in those situations. 

72350—56—pt. 1-48 
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Mr. Pures. I can name one that was handling the mail in the 
backyard, Mr. Evins. 

Mr. Evrxs. Y es, and lots of outmoded buildings and quite inade- 
quate. 

Mr. Botanp. Speaking directly to the Boston problem, one of the 
projects under this additional project list is in the Back Bay area of 
Boston. 

Mr. Mansvre. I have been there but I don’t know. 

Mr. Scumipr. I am not familiar with the location. 

Mr. Botanp. You are going to spend $17,430,000 for the building 
alone. Is this for new building? 

Mr. Mansvure. This will be a brand new building. 

Mr. Botanp. These are all new buildings? 

Mr. Mansure. Yes, sir. There is no remodeling at all. The new 
buildings will replace certain facilities which are now oa used, 
and those Government-owned will be sold, exchanged, demolished, or 
reassigned. In each case where there is a present building something 
will be done with that building. 

Mr. Evins. I notice in the “original justification and also in the 
amended justification you state that funds requested for projects in 
addition to the $376 million program are included in the 1957 supple- 
mental. You imply by the latter clause that you will be moving 
at such a rapid rate that you will have to ask for a supplemental on 
this program during this vear. 

Mr. Scumipt. That may be necessary. However, our best guess 
at the moment is that we would not have to have additional funds be- 
fore 1958. 

Mr. Mansvure. [ think that is pretty correct. 

Mr. Pumutrs. Off the record. 

(Discussion off the record.) 

Mr. Putiures. Is the amount of money spent inside the District 
of Columbia, on the 5 items listed there, high in proportion to the rest 
of the country, particularly when you include the 2 new buildings in 
the Southwest area, for which the plans have not yet been accepted ? 

Mr. Mansvre. I know what you mean. 

Mr, Puituirs. That adds up to something like $106 million in the 
District of Columbia, including 2 buildings that are going to be in 
a place that is not yet fully planned. The total amount for the entire 
is $387 million. That includes the $106 million. 

As a matter of record the total amount is $387,789,000, and the total 
in the District is $106,930,000, which makes it over 25 percent. 

Mr. Tuomas. But there are ‘only five projects. 

Mr, Mansure. I would like to call attention of the committee in 
addition to that there are several projects which are going to be 
direct appropriations, like the State Department, AEC, and CIA. Of 
course, that is not our problem. That is up to Congress, 

That is a very good observation, Mr. Phillips. 

Mr. Tuomas. Gentlemen, will you come back in the morning at 10? 


Sipser a ea 


: 
pa 
© 
% 
wt | 


Aad aia ade. 





753 


WeEpDNeEsDAY, Fepruary 1, 1956. 


Mr. THom \S. Gentlemen, the committee will please come to order. 
PayMENTsS, Loan-PurRCHASE CONTRACTS 


Program and financing 


| 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: | 
1. Principal and interest ‘ ; d $224, 500 
2. Taxes_..-- = Satiieneate ‘ 12, 500 
Total obligations. __...........-- 237, 000 


nancing: Appropriation ----..----- : 237, 000 


Obligations by objects 


= ; a 

Object classification 1955 actual | 1956 estimate | 1957 estimate 
| 
=4 | 


tents and utility services............. $224, 500 
Taxes and assessments___- 12. 500 


Total obligations. ....._- save ; 237, 000 


Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estim: 


BUDGET AUTHORIZATIONS AVAILARLE 
Appropriation : ates ; $237, 000 
EXPENDITURES AND RALANCES 


Total expenditures (out of current authorizations) = a 224, 500 
Obligated balance carried forward ____--- -- as 12, 500 


Total expenditures and balances. ------ 3 sR laa 237, 000 


When the committee adjourned yesterday, we were about to take 
up the question of purchase contract payment. Mr. Reporter, at this 
point will you put pages 99 and 100 in the record? 

(The justification referred to is as follows:) 


PAYMENTS, PUBLIC BUILDINGS PURCHASE CONTRACTS 
Amount 


0 


237, 000 
GENERAL STATEMENT 


“Under the program to acquire buildings through lease-purchase arrange- 
nents, equal annual payments of principal, with interest thereon, are made to 
ontractors to amortize costs over periods of 25 years of public buildings initially 
financed with private capital. Some $181 million of construction is expected to 
be under contract by end of 1957 on which annual payments for principal and 
nterest during the contract period will total $12 million, and increase of $7 mil- 
lion over current contract authority. In addition, real property taxes are reim- 
bursed to contractors during the contract period. Title vests in the United 
States at the end of the contract period. 
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Poor 


“Program for 1957 provides for payments totaling $237,000 on 13 projects 
scheduled for completion during that year.” (From the budget for 1957.) 


APPROPRIATION LANGUAGE 


CThe] Payments, public buildings purchase contracts: For payments of prin- 
cipal, interest, tares, and any other obligations under contracts entered into 
pursuant to the Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), 
$237,000: Provided, That the Administrator of General Services may enter into 
contracts during the fiscal year 1957 for which the aggregate of annual payments 
for amortization of principal and interest thereon [required by all purchase 
contracts entered into during the fiscal year 1956 pursuant to the Public Build- 
ings Act of 1949 (63 Stat. 176), as amended by the Public Buildings Purchase 
Contract Act of 1954 (68 Stat. 518), shall not exceed $7,009,000, in addition to 
the unused portion of the $5,000,000 limitation applicable prior to July 1, [1955] 
1956, under [section 411 (a) of the said Public Buildings Act of 1949, as 
amended] the Independent Offices Appropriation Act, 1956 (69 Stat. 205). 


JUSTIFICATION 


Based on current program schedule, 13 projects will be completed at various 
times during 1957 on which amortization and interest payments will be re- 
quired. Taxpayments are anticipated on 2 projects which will be completed 
prior to December 31, 1956. It is expected that no tax assessments will be 
payable during 1957 on the 11 projects scheduled for completion during last 
half of the year. 

A listing of projects showing annual payments, approximate completion 
(occupancy) date, and payments to contractors required during 1957, follows: 


! 
Annual pay- | 


ments under 





Amount contract Approximate | Amounts 
CO eens date of | required 
tract | Prinei- occupancy in 1957 
paland Taxes 
interest 
, 
Abingdon, Va., post office and courthouse _ - $467, 000 |$30, 214 | $2,511 | Dee. 1,1956 | ! $20,000 
Biloxi, Miss., post office and courthouse 942,000 | 60,875 17,000 | May 1, 1957 | 10, 000 
Brunswick, Ga., post office and courthouse 1, 199, 000 | 77,454 10, 930 | do adeal 13, 000 
Burlington, Iowa, post office, etc__- ie 979, 000 | 63,948 19, 350 do 10, 500 
Carthage, Tenn., post office, ete 237,500 | 15, 459 3,873 | Feb. 1, 1957 6, 500 
Council Bluffs, lowa, post office and courthouse 1, 505, 000 |101, 258 17,000 | Apr. 1, 1957 25, 000 
Durham, N. H., post office, ete : 378,000 | 24, 325 8,325 | Feb. 1, 1957 10, 000 
Gainesville, Tex., post office, ete 573, 000 | 37,000 | 10,000 | Dee. 1, 1956 2 31, 500 
Green Bay, Wis., post office, etc -.| 1,486,000 (101,118 | 16,000 | Apr. 1, 1957 25, 000 
Kansas City, Kans., post office and courthouse 1, 892, 000 |121, 559 | 28,457 | June 1, 1957 10, 000 
Kingsport, Tenn., post office, etc 802, 500 | 51,850 | 10,996 | Feb. 1, 1957 21, 500 
Lafayette, La., post office, etc_ eel 963,000 | 61,964 | 10,000 | May 1, 1947 10, 500 
Lake Charles, La., post office and courthouse_____| 1, 744,000 |129,975 | 19,000 | Mar. 1, 1957 43, 500 
ee quguseueeeeseee 
Total___ ees on _| 13, 168,000 |876, 999 173,442 |..____- 237, 000 


! Includes $2,500 for taxes. 
2 Includes $10,000 for taxes. 


For 1957, administrative operations for this program will be absorbed under 


“Operating expenses, PBS. 
Limitation on entering into contracts 


Pursuant to section 411 (a) of the Publie Buildings Act of 1949, as amended 
by Public Law 519, 83d Congress, contracts cannot be entered into in excess of 
specific limitations to be provided in appropriation acts. This limitation is 
applicable to aggregate annual payments for amortization of principal with 
interest thereon (exclusive of taxes) on contracts that may be entered into 
during the year. 

Current limitation of $5 million, initially established for 1955 in Public Law 
»19, 83d Congress, was extended to June 30, 1956, by Independent Offices Appro- 
priation Act, 1956. A specific limitation is therefore necessary before any con- 
tracts can be entered into during 1957. 
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Overall purchase contract program through 1957, explained in detail unde 
Sites and planning, purchase contract, and public buildings projects,” includes 
‘\S projects aggregating $376.7 million. After usual deduction for direct ex 
enses, a program of this magnitude would require a limitation of about $215 
llion. However, because of time required to acquire sites and prepare draw 
gs and specifications, ete., not all projects will reach the contract staze by 
me 30, 1957. Based on the phasing of such actions, it is estimated that a 
egregate limitation of $12 million will be adequate to cover projects reaching 
e contract stage by that date. 


ay . Tuomas. That calls for an appropriation of $257,000, This is 
: first appropriation for amortizing the 25-year debt for these prop- 
erties the y are building. It might be well to read this sentence : 


(nder the program to acquire buildings through lease-purchase arrangements, 
‘ equal annual payments of principal, with ‘inter rest thereon, are made to con 
actors to amortize costs over periods of 25 years of public buildings initially 
nanced with private capital. Some $181 “million of construction is eo 
» be under contract by end of 1957 on which annual payments for principal and 
nterest during the contract period will total $12 million, an increase of $7 mil 
) over current contract authority. 


Mr. Tuomas. There is appropriation language here which reads: 


Payments, public buildings purchase contracts: For payments of principal, 
interest, taxes, and any other obligations under contracts entered into pursuant 
the Public Buildings Purchase Contract Act of 1954, $237,000. 


LIMITATION ON CONTRACTS 


I see you are striking out the limitation in this language of $7 mil- 
lion and that figure does not properly belong here. I presume it 1s 
nder the “Sites and planning’ activity. Is that correct ? 


Mr. Meptey. No,sir. It was previously under the “Sites and plan- 
ning” appropriation, Mr. Chairman, but the Bureau of the Budget 
felt that since this item is for payments, the limitation 

Mr. Tuomas. It ought to be in here, too. 

Mr. Meptey. The language proposes increasing the limitation from 
s5 million to $12 million. 


SAFEGUARDS ON PROGRAM 


Mr. Thomas. What care is undertaken, used, to see that you do not 
spe nda good many millions of dollars? You are going to let contracts 
in their entirety that call for a good many millions of dollars. That 
will show up in annual payments for the next 25 years. Just ~ 

‘are are you using to see that these contracts are well placed and 1 
the sense that the taxpayer is going to get his money’s worth on chistes 
construction jobs? Are they by open, competitive bids, by negotiated 
bid, or how are you handling them / 


PROCEDURE IN SELECTING ARCHITECTS AND ENGINEERS 


Mr. Mansvre. First of all, we have to select architects and engineers 
on the project. The architects and engineers are selected generally 
from within the State. We try to confine them to the State in whic h 
building is to be constructed and if it is a larger city, to the city of 
construction. 

Mr. Tuomas. How isthat contract awarded / 

Mr. Mansvre. Which one, now / 
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Mr. Tuomas. The architects and engineers. 

Mr. Mansure. That is awarded on the basis of negotiation. ‘The 
architects give us a very detailed report of all work “that they have 
done for a “period of 5 years in the past and then a general synopsis 
of all of their activities, their personnel. The questionnaire also shows 
work accomplished, staff, the number of professional people in their 
actual employment. The reason for that is that we do not want these 
firms to go out and pick up talent from the street or from other organ- 
izations. We want them within their own shop, so that they have a 
qualified organization. 

Mr. Tuomas. You get them to submit a brochure showing their 
record, performance record, and their qualifications ¢ 

Mr. Mansure. Yes, and the amount and types of work they have 
done. 

Mr. Tuomas. This is professional. Who does the selecting over in 
your shop‘ Do you have a board of engineers or architects who does 
the screening / 

Mr. Mansure. That is screened by a 3-man comunittee consisting of 
2 architects and 1 engineer. 

Mr. Yares. The selection is on the basis of work done previously ; 
is that it? 

Mr. Mansure. Work done, qualifications, and whether equipped to 
do the job. 

Mr. THomas. Are these going to be picked on a political basis! 1 
see that you say that here is an architect or engineer; you are going 
to build this building in X State, this project, and the architect- 
engineers come from *X State. You try to get them from there? 

Mr. Mansure. That is right, sir. 

Mr. THomas. What about your contractors? Are they limited to 
the State / 

Mr. Mansvure. The contract for construction and financing is open. 

Mr. Tuomas. These architect-engineers all have the same standard 
fee: do they not? Do you set the fee ¢ 

Mr. Mansvure. We negotiate that, yes. Generally the fee is stand- 
ard but we negotiate within the standard fee de spending on the job. 

Mr. THomas. What is your yardstick ? 

Mr. Scumipr. We have an overall limitation of 6 percent. It is 
negotiated within that. It is usually negotiated on the basis of com- 
plexity and size of the project. 

Mr. THomas. How much political consideration is given to the ap- 
pointment of these professional people? We hear a little rumbling 
around the country that the national committeeman in X State is 
out high-pressuring whoever he can to throw a little business to Y 
firm on political considerations. 

Mr. Mansvure. That is a very easy question to answer. We, of 
course, have recommendations from the Members of Congress where 
the project is going to be built—Senators and usually 1 or 2 of the 
Congressmen. We take those recommendations and give full consid- 
eration to them, but they are just referrals like any of the other people 
referred to us. We also have referrals from local political organi- 
zations as well, But those do not carry weight in the decision of the 
selection. They are merely added to the list and if they have the 
qualifications then they are selected but it is not a controlling factor. 








Mr. Tuomas. When it comes to the contractors themselves, they 
have to sharpen the pencil and it is open, competitive bid. On the 
12 or 13 projects that you have under construction now, what type 
of bids have you been getting: Good, medium, fair, bad, or what-not ! 


FIRST CONSTRUCTION BIDS 


Mr. Mansure. We have not asked for any construction bids yet. 

Mr. Scumipr. We do not have any contracts awarded. The first 
projects we anticipate will be advertised some time in February—that 
is, this month—and then following thereafter with others. 

Mr. Thomas. Do you mean to say you have not let any contracts 
\ et ? 

Mr. Scumipr. No, sir. We have not. 

Mr. Tuomas. I think your justification—I may have misread it 
indicated that you had some of them under construction now, some 10 
or 12, or does that mean during the fiscal year you will have them 
under construction ¢ 

Mr. Mansure. We have let architects and engineering contracts for 
the design but not construction contracts. 

Mr. Scumipr. The 13 are to be contracted for this year and it is 
estimated they will be completed prior to the end of the 1957 fiscal 
year. 

Mr. THomas. Maybe I misread that word, “will be.” Proceed. 

Mr. Scumipr. We anticipate all 26 will be under contract before 
1957. 

Mr. Tuomas. So you have no construction contracts yet and you 
can’t judge whether you are getting a good price—low, medium, or 
whatever it is / 

Mr. Scumipr. No, sir. 

Mr. THomas. In case you think the bids are out of line, what will be 
the policy 4 

Mr. Mansure. Then we reject the bids and readvertise. That is the 
policy we follow right along on all of our bidding. 

Mr. THomas. What facilities exist in the Department to come up 
with a reasonably good idea as to what XYZ project should cost 4 

Mr. Mansure. Of course, we have a great deal of experience on 
jobs that are now underway. We have had considerable construction 
voing on all the time outside of lease-purchase. We have just finished 
the construction in, well, Kansas City. I think you saw that building. 
The stores warehouse in Atlanta. We have the Hospital Center here 
i the District of Columbia which was bid a year ago. We have had 
the experience on those projects. We have had other construction jobs. 
We have the extension to the Bureau of Standards in Boulder, Colo., 
new buildings for National Institutes of Health, Howard University, 
St. Elizabeths Hospital, Gallaudet College. OASI, and many others. 

Mr. Srrawser. I might add that we have a professional estimating 
unit which keeps current with the private industry, material, and labor 
costs. They have been very accurate in their estimating which always 
is done before contracts are advertised for bids. 

Mr. Mansvrr. Mr. Strawser, just explain so the committee will 
understand that this is a continuing function where we know at all 
times what those costs are—even private building costs are made 
available to us, for comparison. 
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PERFORMANCE BONDS 


Mr. Tuomas. Do you require performance bonds on these contracts 
or contractors 4 

Mr. Scumipr. It would be required on the construction contracts. 

Mr. Tiromas. What about the architect-engineers ? 

Mr. Mansure. We do not require bonds on professional service. 

Mr. Tromas. That is professional service. 

Mr. Mansure. That is right, sir. 

Mr. Tuomas. Who pays for the bond on your construction? Is 
that charged to the project itself ¢ 

Mr. Mansvurr. The contractor pays it; it is part of the construction 
cost. 

Mr. Trromas. Do you lay down any standard form for his per 
formance bond ¢ 

Mr. Srrawser. There is a standard form of performance bond. The 
contractor pays for that bond. Of course, he would take it into 
consideration in his bidding. 

Mr. Tuomas. I can see that. He can furnish his own bond just 
us long as it comes under your prescribed standards. What are your 
presc ribed standards? Do you call for liquidated damages for ‘fail- 
ure to perform within a certain length of time, penalty “for failure, 
or what / 

Mr. Srrawser. That is correct, sir. I believe the performance 
bond for the normal contracts are approximately 50 percent of the 
value of the contract. 

Mr. Mansurr. We do the same thing on repair and alteration jobs 
which are going through all the time. 

Mr. Tuomas. Penalty for delay ¢ 

Mr. Mansvure. That is right. 

Mr. THomas. It seems as if that ought to protect the Government. 

Mr. Scumipr. On these projects we have had an indication from the 
architects that our estimates are very very tight, which would be some 
indication of what we may get when we advertise. We are considering 
the possibilities of advertising three ways. One is a package deal for 
both construction and financing. Another is a separate invitation for 
construction and separate invitation for financing. This will enable 
us to select the bid or bids which are to the overall best interests of the 
Government. 

Mr. THomas. Put page 101 in the record. 

(Page 101 is as follows :) 
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PAYMENTS, PUBLIC BUILDINGS PURCHASE ¢ 
Computation of the specific limitation required is as follows: 


Computation of base 


tal program: 
Deduct : 
Expenses provided for under “Sites and planning, purchase 
contract, and public buildings projects, GSA” 
Site acquisition : 
Through 1957 ‘ $10, 339, 000 


In subsequent years 4, 2038, 000 


Design, engineering, etc. : 
Through 1957 13, 619, 991 
In subsequent years- 8, 709, OOD 
2, cba td, CAM) 


Land in Government ownership 3, 480, 330 


Total deductions 


Remaining cost subject to payment of principal and in 
terest ; as 


Phasing of projects, reflecting governing assumpt 
proj . g { i 


| 
| Cost subject Estimated 
| to principal date of 

| and interest approval 


| 
| 
j 
} 


pproved projects $80, 269, 000 ? 
ew and pending projects 171, 881,500 | Apr 1, 1956 
lance of new and pending projects 84,173,500 | July 1, 19546 


Total_. 336, 324, 000 


By Budget Bureau and Senate and House Public Works Committees. 
2 All approved. 


Computation of annual payments 
\nnual payments: 
For amortization of principal: $180,993,000 divided by 25 years_ $7, 230, 720 
For interest based on maximum rate: $180,993,000 multiplied 
by 4 percent averaged over 25 years_ ici ; t, 346, 004 


Total 


I ia ee. i> | , a! : : 12, 000, 000 
Deduct authorized limitation___ ; : : », OOO, OOO 


Additional limitation required in 1957 in addition to hal- 
ances under existing limitation, as proposed in appropria- 


tion language ene a ae 7, 000, OOO 


LIMITATION ON CONTRACT 


Mr. Tuomas. Here is one good crisp sentence we ought to keep In 
mind at all times: 

Current limitation of $5 million initially established for 1955 in Public Law 
°19 was extended to June 30, 1956. A specific limitation is therefore necessary 
before any contracts can be entered into during 1957. 

And it should say “and any succeeding year” because that is written 
right into the statutes. You have to put an annual limitation on it. 
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EXAMPLE OF PURCHASE-CONTRACT DESIGN 


Mr. Mansure. Here is a photograph of the perspective of the 
Council Bluffs project. The Member of Congress from the district 
in which the building is located and the two Senators from the State 
will receive a copy of the picture. This is the first job we started on. 

Mr. Tuomas. \ good-looking job. 

Mr. Mansure. You notice how these are functional. Further- 
more, we have the local people on the job so the design will conform 
with the requirements in that section of the country. We do not try 
to impose east coast architecture on the Southwest, or the Southwest 
on the east coast, and so forth. 

Mr. Yates. Who approves these designs? 

Mr. Mansvre. We approve the design, but, of course, the architects 
are actually responsible for the design. We give them a fundamental 
basis to work from. 

Mr. Scumipr. We provide them with standards and handbooks and 
then review the diagrammatic sketches, the tentative drawings and 
the working drawings at the intermediate stage of preparation. 

Mr. Yarrs. Are you required to submit designs to the Commission 
of Fine Arts or any other organization of Government ? 

Mr. Scumipr. That would be required here only in the District of 
Columbia. 

Mr. Yates. Is there any ornamental work or art work in connection 
with these projects ? 

Mr. Scumipr. Such as murals / 

Mr. Yates. Yes; among other things. 

Mr. THomas. You mean gingerbread ¢ 

Mr. Mansure. That is practically all cut off. 

Mr. Botanp. Could some of these buildings be similar in design in 
different parts of the country ? 

Mr. Mansurr. Could be, but it would not mean that this type of 
structure, this happens to be in Council Bluffs, lowa, would have to 
be used in Virginia. 

Mr. Botanp. It would probably save you money on architect fees 
by having a standard building where the cost is about the same in 
various sections of the country where the buildings will be about the 
same size. 

Mr. Mansvre. That is very good. We have taken that into con- 
sideration. The actual architect’s fees are based on the design of a 
specific structure. 

Mr. Botanp. Could you not do that designing in the GSA ? 

Mr. Mansurr. We used to before it was decided we were getting 
too much into the field of private enterprise by doing that ourselves. 
Furthermore, we do not have a uniform workload. We would be 
very busy one time and then work would fall off. That is why we 
have employed local private architects to do the job. 


SELECTION OF ARCHITECTS 


_Mr. Evins. Let us say you had three architect bidders and the 
bid was substantially the same. What would be the criterion on which 
you would determine which architect would get the job? 
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Mr. MANSURE. The architects do not bid. We negotiate on a fixed 
fee basis so there is no bidding on that part. 

Mr. Evins. The architects submit their questionnaires and their 
jualifications and there is a fixed fee. Suppose they are all equally 
eputable and come from the same general territory / 

Mr. Strawser. There is a fixed fee used. The qualifications are 
studied by a committee and if there were 3 people who were able to do 
the job it woe be necessary to determine which of the 3 was the best 

jualified. I don’t believe you would find many cases where you could 
Say that three people are exac tly qui alified. 

Mr. Mansvure. To date, we have not come across that. 

Mr. Toomas. That is a fact ? 

Mr. Mansure. As a matter of fact, there is usually in each area 1 
or 2 outstanding firms. Then there is a very quick drop. Now, for 
example, in one State—I do not want to name the State because it 
might be a reflection on some of the firms—there were three firms 
that were head and shoulders above everybody else. That was based 
on the age of the principals in the firm, the number of registered 

irchitects and engineers in the firm, and then, of course from there 
on were the personnel; that is, the draftsmen and so forth. 

Mr. Thomas. Mr. Mansure, we will watch this thing as we have 
done through the years. I watched it all through W orld War IT and 
Korea. The armed services and everybody in Government usually 
follows the same pattern. They go out to the big, well-established 
firms, Which is all right. But you sure overlook a lot of young, 
budding, ambitious talent because these young firms, regardless of 
how much business they get today, are going to be the boys who get 
the business 20 years from now. 

Mr. Mansvure. We take the local people if possible. That elimi- 
nates the big, established national firms. 

Mr. Tuomas. I mean in the localities. You can go into any locality 
you point out. I do not care where it is. And I don't care whether it 
< law business, engineering business, architectural business, whatever 
you want to call it, usually it gravitates inte 3 or 4 big, strong firms. 
\nd then there is a bunch of young ones coming on, rooting and 
pushing any trying to break up through that layer. 

Mr. Mansurre. What we try to do in a case like that is take the large 
firm and associate them with the smaller firm. 

Mr. Tuomas. That makes sense. The point is, don’t overlook these 
young firms. They have a lot of talent in them. 


ARCHITECT’S FEES ON APPROVED PROJECTS 


Mr. Yares. You have 13 projects approved that are listed on page 
100. What architectural fees did you agree upon in each of those 
projects? The reason I ask that question is that I understood you to 
say before that you negotiated that fee up to 6 percent of the amount 
of the job. In Chicago, I know that in the construction of apartment 
buildings, architects are taking fees of around 4 or 5 percent. I just 
wondered what these particular projects were costing you for archi- 
tectural fees. 

Mr. Scumipr. The 6 percent is the maximum and the percentages 
have varied. In fact, most of these smaller jobs to date are running 
less than 5 pereent. 
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Mr. ‘Titomas. What are they running on the big ones? 

Mr. Srrawser. We have a sliding sc: ale fee arrangement, sir, and 
they would vary anywhere from 6 percent on a job costing $100,000 
down to 4 percent on a project costing $10 million. 

Mr. Yares. You do not have any that go for 6 percent? 

Mr. Srrawser. There are none over 6 percent. 

Mr. Yarrs. Not over six but the figures you just read were four 
point something. Have you any for 5 percent or above? 

Mr. Srrawser. None of our fees in this schedule run over 6 percent. 
We are not permitted by law to go over 6 percent for architectural! 
service contracts. 

Mr. Yarres. What about the Council Bluffs project? You have 
just shown us a picture of a post office building at Council Bluffs. 

Mr. Mansure. What did we allow on that? 

Mr. Meptey. That was a $1.5 million project. 

Mr. Scumipr. Our standard fee there would be approximately 4.6 
percent, 

Mr. Yares. Is that the one that was allowed? 

Mr. Scumipr. I do not know what the exact fee was on that project. 

Mr. Mansuse. We have them all listed. We can make them 
available. 

Mr. Scuaipr. We can supply that information, Mr. Yates. 

(The information requested is as follows:) 
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TYPE OF CONSTRUCTION AND FINANCING CONTRACTS 


Mr. Evins. Mr. Mansure, you spoke earlier that you were in the 
process of determining whether or not you would have a one-package 
deal on construction and finance or one on financing and another type 
of plan, and then you said also that you expect to have these con- 
tracts let during the month of February. You really must have de- 
cided or be in a position close to quick decision as to what type of plan 
GSA intends to employ. I certainly urge you to expedite your work 
in this field. 

Mr. Scumipr. We have our documents drafted and are proposing to 
meet next week with the Bureau of the Budget for review of those 
documents. 

Mr. Evins. Does the Bureau of the Budget determine what type of 
contract you shall let or do you determine that ¢ 

Mr. Scumipr. The law requires approval by the director of the 
Bureau of the Budget before the contract is let. What we are doing 
is have the Bureau review our bidding documents to be sure that we 
are reasonably in accord before going on the market on any of these 
projects. 

Mr. Mansvure. I would like to interrupt right there. We had a 
meeting with the House Public Works Subcommittee about 3 weeks 
ago and they questioned that procedure. I am informed what de- 
veloped from that, sir, was that Mr. Rappaport, the Assistant Director 
of the Bureau of the Budget, testifying before the House commit- 
°——— 

Mr. Trromas. What is his name / 

Mr. Mansure. Mr. Rappaport; before the House subcommittee, the 
committee asked him questions as to the necessity for the Bureau of the 
Budget being in on the approval of projects and wasn’t the Bureau of 
the Budget really going into operations. Subsequent to that, Mr. 
Hughes wrote a letter to Congressman Jones in which he explained 
that the executive branch of the Government had not asked that the 
requirement for Bureau of the Budget reviews be placed in the bill; 
that had been done on the floor of the Senate and, as far as the Bureau 
of the Budget was concerned, they felt this direct connection with 
operations was foreign to their normal activities and they would have 
no objection whatsoever if the Congress eliminated the provisions. 

Mr. Tuomas. They have not been eliminated, though ? 

Mr. Mansure. No, sir; but I understand that Mr. Jones is going to 
introduce a bill this week. 

Mr. Yates. Have any of the contracts for the construction of the 
13 projects listed on page 100 been negotiated ? 

Mr. Scumipr. No, none of those projects has been advertised. They 
will all be advertised on a competitive-bid basis. There will be no 
negotiated contracts for their construction or financing. 

Mr. Yates. Do I understand the status of this program, then, to be 
that not one contract for construction under the lease-purchase pro- 
gram has been let yet? 

Mr. Scumipr. That is correct. 

Mr. Evins. You do not know yet what type of contract you are 
going to have, whether one package or separate deal ? 

Mr. Scumipr. We feel pretty sure that the best way to go on the 
market is on a three-way basis—invitation for bids on construction; 
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nvitation for bids on financing; and bids on an all-or-none basis. 
We would then select the bid or bids which are in the best interests of 
the Government. It may be that we would select the lowest construc 
tion bid and the lowest financing bid and then work out an agreement 
between the two bidders. 

Mr. Evins. Your thought is to have the contracts negotiated during 
this month ? 

Mr. Scumipr. To be advertised—not all, but a number of them 
will be this month. Incidentally, I might say this. the delay in this 
work is due primarily to our feeling that we could not negotiate our 
architect-engineering contracts until such time as these projects were 
fully approved by the Bureau of the Budget and the House and Sei 

» Public Works Committees. 

“Vir Evins. What do you mean fully approved? ‘These were ap 
proved last vear. You submitted this list to the Bureau of the Budget 
last year and they approved it. 

Mr. Scumipr. That is right, sir. 

Mr. Evins. Do you have to submit the list to them again and let 
them approve it a second time? 

Mr. Scumipt. I do not mean that, sir. On the approved projects 
we did not cirecularize and send the questionnaires to the architects 
until the projects had been fully approved. What we propose to 
do in the future is to send out questionnaires as soon as the project 
has had Bureau of the Budget approval. We send out questionnaires 
on the basis of the Government proposing a project in the partic ul: ar 
area. It should save at least 3 to 4 months in the negotiation of the 
professional service contracts and getting the project on the drawing 
hoard. 

Mr. Evins. I think the Jones bill ought to be passed soon if that is 
what is holding you up, the building of anita! and needed Federal 
buildings. 

Mr. Tuomas. Pronto. I agree with you. 

Mr. Mansurr. Any help you can give us 

Mr. Tuomas. Will be appreciated. 


PERSONAL PROPERTY 


WITNESSES 


CLIFTON E. MACK, COMMISSIONER OF FEDERAL SUPPLY 

PAUL KING, ADMINISTRATIVE OFFICER 

R. T. DALY, DIRECTOR, STORES DIVISION 

L. L. DUNKLE, JR., ACTING DIRECTOR, NATIONAL BUYING 
JOHN THOMAS, DIRECTOR, PERSONAL PROPERTY UTILIZATION 
W. S. MacLEOD, DIRECTOR, STANDARDIZATION 

J. B. HANSON, DIRECTOR, MOTOR EQUIPMENT 

L. L. LEEPER, DIRECTOR, SUPPLY MANAGEMENT 

0. W. TECKEMEYER, DIRECTOR, INSPECTION 


ge! Tuomas. Let us take a look at “Personal property items. 
. Reporter, at this point in the record will you insert page 105? 
MP. 105 is as follows:) 


” 








PERSONAL PROPERTY ITEMS 


Budget for 1957 includes 3 personal property items proposed for inclusion in 
the annual appropriation bill, as follows: 








Shore title Amount 
1. Operating expenses, FSS______-- i Es sa Re ge See aL $4, 028, 000 
2. Expenses, general supply fund______-~__- ccs ac tanta then ee __._. 15, 344, 000 
Bp. aeenern Bunmy TINO (CONN) ooo ce simecees _--. 10, 000, 000 

eneeen i539 ee oe Fe ee i Ce ee 29, 372, 000 


Estimates and justifications are presented in above sequence in material which 
follows. 


SUMMARY OF ACTIVITY 


Mr. Tuomas. The total there is $29,372,000. It includes three per- 
sonal property items. Operating expenses, Federal Supply Service, 
$4,028,000; expenses, general supply fund, $15,344,000; and general 
supply fund capital, $10 million. 

Mr. Yates. Off the record. 

(Discussion off the record.) 


OPpeRATING ExpENsEs, FEDERAL SUPPLY SERVICE 


Program and financing 


~ 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 


1. Motor vehicle management... -_........----- ; $83, 787 $160, 100 | $164, 000 





2. Supply schedule contracting ; death epeees 656, 640 700, 000 | 753, 000 
3. Personal property utilization and disposal. _-- ‘ 575, 902 841, 000 935, 600 
4. Supply standards-_---- ad ede aes _ 365, 356 629, 000 | 996, 300 
5. Inspection... -- a inawcsen ae 82, 463 92, 500 92, 500 
6. Supply management- -- ; pecan chee Beles 102, 012 | 125, 300 | 208, 000 
7. Service administration oe : : : 383, 589 400, 600 400, 600 
8. Administrative operations ? be | 369, 679 422, 800 | 478, 000 
Total obligations 2, 619, 428 3, 371, 300 | 4, 028, 000 
Financing: | 
Comparative transfers from ( or to other accounts __---- 102, 969 EE Ol L ctinnwaae owe 
Unobligated balance no longer available a idieael -| FNS Fi noses cal aadencobban 
— - - ss ——_ EE a 
Appropriation (adjusted) --- eases asaae 2, 747, 000 2, 740, 600 | 4, 028, 000 


Proposed supplemental due to pay Giant.) eel tee AL WT O00 8 nous ckaes 
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Obligations by objects 


GENERAL SERVICES ADMINISTRATION 














imber of permanent positions S79 4 f 
ime equivalent of all other positions ) { 
we number of all employees $42 134 
l er of employees at end of year sH2 i 4 
ides 
(1 ‘ ides 
$ 34 $5. 89090 ‘ 
Gs-7 (} 7 } 74 
ersonal services 
Permanent positions $1, 863, 021 $2 483. 800 $3 032 eux 
Positions other than permanent 10, 339 Mm). R4¢ E 
Regular pay above 52-weck bast 7, 443 ) 864 
Payment above basic rates 17. 627 
Other payments for personal set ‘ { 896 
Total personal services 1, 903, 2 » AI4 » OO 
ivel $] ‘ 81.000 
; ransportation of thing 2 S18 S : wy 
{ Communication services Q2 AR4 104. 600 113. Mx 
5 Rents and utility services 674 600 ‘ 
Printing and re¢ duction 153. 963 149. OOK ao 1 
7 Other contractual services 29 3 2 8h) 61 
I nent to inistrative Operations fund, Cre 
eral Services ministration’ $69, 679 129, SIM 178. 000 
Services performed by other agencies 13. 696 41M 4 
§ suppli wnd materials 17. 868 1 GK 4 
oS iIpment 6. 449 ) wm 
Refund 1 mrities bab 
Paxes and 2 993 
Total, General Services Administration 2 617. 228 2 BT) 3M 1 (28. (KK 
ALLOCATION TO DEPARTVENT OF LABO! 
Imber of permanent posittor 
number of all ¢ mplovees 0 
uber of employees at end of year 
Vverage tlaries and grades 
(reneral se -ediiie grades 
Average sulary $5, SF 
Average grade GS-8 
Personal services: Permanent position $1, 055 
Other contractual services 1.131 
) Equipment 10 
) Taxes and assessments { 
tal, Department Labor > 1) 
otal obligations 2, 619, 428 $3. 37 H0 44 | 


72350—56—pt. 1———49 











Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - - ; ‘ ; $2, 678, 000 $3, 205, 000 $4, 028, 000 
Transferred (63 Stat. 381) from ; 
“Operating expenses, Public Buildings Service, General 


Services Administration’’_ 21, 000 
“Strategic and critical materials, General Services Ad- 
ministration’’__- 48, 000 ao 


Transferred to ‘Operating expenses, Transportation and Pub- 
lie Utilities Service, General Services Administration’’ (63 


Stat. 381) - -- . . — 464, 400 
Adjusted appropriation- Z 2, 747, 000 2 740, 600. 4, 028, 000 

Proposed supplemental due to pay increases $ 207, 900 
Obligated balance brought forward _ _. 217, 357 259, 612 142, 112 
Total budget authorizations available__- 2 964, 357 3, 208, 112 | - 170, 112 » 


EXPENDITURES AND RALANCES 


Expenditures— 





Out of current authorizations - -- 2, 463, 245 2, 616, 000 | 3, 660, 000 
Out of anticipated supplemental appropriation 200, 000 7, 900 
Out of prior authorizations___- : 197, 519 250, 000 | 132, 100 
Total expenditures 2 2, 660, 764 ‘ig 3, 066, 000 | 3. 800, 000 
Balance no longer available: 
Unobligated (expiring for obligation) -__- 24, 603 | 
Other ___ 19, 378 lam gio ee 
Obligated bal: ance carried forward 259, 612 142, 112 | 370, 112 
Total expenditures and balances -- 2 964, 357 3, 208, 112 | 4,170, 112 
Mr. Tuomas. Will you insert pages 106 and 107 in the record ? 
(The pages referred to are as follows :) 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
Summary reconciliation of 1957 estimate to 1956 funds 
1956 appropriation in annual act__-----_-_--_-----~-- ees 
1956 appropriation in supplemental act____--___- wea tei ct eee 200, 000 
Proposed supplemental due to Public Law 94__--_--________________ 207, 900 
Transferred to “Operating expenses, TPUS”____-__________-__-___ —464, 400 
Comparative transfer from “Administrative operations” ate ci 422, 800 
Total new obligational authority for 1956__-_________________ 3, 371, 300 
Increases in 1957: 
Additional items, national supply schedules____________ $53, 000 
Intensify screening of excess property______--________ 94, 600 
Complete 2-year program to catalog GSA items______-_ 368, 400 
Improved supply management____-______-____________ 82, 700 
Administrative operations support for above aditions___ 55, 200 
Minor adjustments in other activities____ tiie te gaan dice 2, 800 


eaten 656, T00 


eee ae LSA R ec NR 


Total estimate for 1957 
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Analysis by activities 


1956 Deduc- 


adjusted tions Additions 


Motor vehicle management | $160, 100 $3, $164, 000 
Supply schedule contracting 700, 000 53 753, 000 
Personal property utilization and disposal 841, 000 94, 935, 600 
Supply standards 629, 000 367, 096, 300 
Inspection 92, 500 92, 500 
Supply management 125, 300 82, 208, 000 
Service administration 400, 600 400, 600 
x. Administrative operations 422, 800 55, ‘ 478, OOO 


Total... 7 3, 371, 300 ' , 028, 000 
SUPPLY SERVICE 


ittabttalal’ $3, 205, 000 
Proposed supplemental _------ 3 er +207, 900 
Transfers (net) —-~- : a 41, 600 


Adjusted eat aaatk : 3, 371, 300 
Change ; ; +656, TOO 


DT 4, 028, 000 


SE eiaccetaettodabbcia aunties 
GENERAL STATEMENT 


“This appropriation provides for establishment on a governmentwide basis of 
personal property management practices. 

“Increases proposed in 1957 are principally to improve supply management 
practices in civil agencies, expand coverage of national supply schedule con 
tracts, and complete cataloging of items in GSA’s supply system. A small in 
crease is also proposed to foster better utilization of excess personal property” 
(from the budget for 1957). 

Request of $4,028,000 exceeds 1956 appropriation (as adjusted to reflect pay 
act supplemental and transfers) by $656,700, to achieve better management of 
personal property throughout the Government. 

In summary, increase consists of (1) $53,000 to extend coverage of national 
supply schedule contracts, (2) $82,700 to improve supply practices by providing 
onsite liaison with civil agencies, (3) $368,400 for completion of 2-year program 
to catalog items in GSA supply system, (4) $94,600 to intensify efforts to 
obviate new purchases by fostering utilization of excess property, and (5) 
£55,200 for administrative operations support for program increases. Minor 
adjustments in estimates account for the remaining $2,800. 

Measurable economies resulting from activities under this head amounted 
to $111.1 million in 1955 and are expected to reach $140 million in 1956. Pro- 
crams proposed for 1957 contemplate increasing economies to $168 million. 

Traffic management activities formerly included under this head were trans 
ferred to “Transportation and public utilities service” July 1, 1955, and are pro- 
ided for in a separate appropriation. Provision is made under this head for 
the first time for administrative operations such accounting, budget, personnel, 
legal, and customary administrative services necessary to support program 
operating activities formerly provided under the head of “Administrative opera- 
lions.” Appropriate adjustments for these changes are reflected in budget 
schedules for 1955 and 1956 to insure comparability with 1957 amounts. 

As in preceding years activities incident to operation of the general supply 
fund are provided for in a separate appropriation. 


APPROPRIATION LANGUAGE 


Operating expenses, Federal Supply Service: For necessary expenses of per- 
sonal property management and related activities as provided by law; including 
not to exceed $300 for the purchase of newspapers and periodicals; and not to 
exceed [$58,750] $81,000 for expenses of travel; [$3,005,000] $4.028,000 [: Pro- 
vided, That no functions budgeted under this appropriation shall be transferred 
'o or financed from any other appropriation or fund]. 
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[For an additional amount for “Operating expenses, Federal Supply Serv- 
ice’, $200,000; and the limitation under this head in the independent Offices 
Appropriation Act, 1956, on the amount available for travel expenses is in- 
creased by $1,000.] 

ANALYSIS BY ACTIVITIES 


Mr. Titomas. On page 106 appears your analysis by activities. 
This analysis by activities is worthy of your attention, gentlemen. 
This is the “Operating Expenses, FSS.” It is broken down into 
the following: Motor vehicle mans igement, $164,000; supply schedule 
contracting, $753,000. Incident: ally, all of these are going up. 
That is a $53,000 increase over last year. Personal property utiliza- 
tion and disposal, $935,600, an increase of $94,600 over last year 
Supply standards, $996,300, up $367,300. Inspection, $92,500. 
Supply management, $208,000, an increase of $82,700. Service ad- 
ministration, $400,600, No increase there. Administrative opera- 
tions, $478,000, up $55,200 over last year. These items are what are 
included for operating exepenses, FSS. Then we will take up, | 
hope, immediately after lunch, the expenses of operating the stores 
and the supply fund itself. 

Mr. THomas (reading) : 

Increases proposed in 1957 are principally to improve supply management 
practices in civil agencies, expand coverage of national supply schedule con- 
tracts, and complete cataloging of items in GSA’s supply system. <A small in- 
crease is also proposed to foster better utilization of excess personal property. 

This is language from the budget. You say: 


Request of $4,028,000 exceeds 1956 appropriation as adjusted to reflect Pay 
Act supplemental and transfers by $656,700, to achieve better management of 
personal property throughout the Government. 

We have already read into the record the itemization of increases. 

Let us take a look now at some degree of increase. 


Moror VeuIcLe MANAGEMENT 


The first item is “Motor vehicle management,” $164,000 for 1957, 
un increase of $3,900 over last year. Put pages 109, 110, and 111 in 
the record at this point. 


(The justification is as follows :) 


OPERATING ExpENsEs, FSS 


1. Motor vehicle management 


Average employment 


Amount 


Departmental Field Total 
1956 $160, 100 8.0 8.7 16.7 
Change + 900 —.1 —.1 
1957 164, 000 7.9 8.7 16.6 


HIGHLIGHT 


Governmentwide policies and procedures are developed for improving manage- 
ment and utilization of motor equipment. Interagency motor equipment pools 
are established after surveys at location of high vehicle density demonstrate 





+ agin altar lies thie OAPs 


~ eae 
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economies or improved efficiency will result. Progress of the program is shown 
n the following table: 


Surve Surve Moto 
tarted completed estal 


(From the budget for 1957.) 

Recurring savings in 1955 were $0.5 million, and potential savings are $1.5 
million for 1956 and $2.5 million in 1957. 

Asa result of increased utilization and improved management, Governmentwide 

tor vehicle inventory has decreased by 36,000 vehicles during past 2 years 

Motor vehicle management is achieved through 2 subactivities as follows 


Summary of pe rformance cost 


‘ 1QGAt 
Development and establishment of int ney motor 
juinment pools Ey RET $125. TOO e190 ON 
+) General motor vehicle management 32, 900 34, 400 4, 100) 
Total cost or estimat RA. 78) 160, 100 61.000 


JUSTIFICATION 


(a) Development and establishment of interagency motor equipment pools 


1055 10% 1Yh7 
Performance in min-yvears 4. § 11.9 11.8 
Unit cost $11, 308 $10, 560 $10. O&O 
Performance cost $50, 887 $125, 700 $120, 600 


In 1954 GSA consolidated all its regular program vehicles, including other 
motor equipment, into regional GSA pools. 

Extension of pooling concept throughout executive branch was authorized by 
amendment to the Federal Property and Administrative Services Act. Under 
this authority and in accordance with Executive Order 10579, other GSA pools 
are furnishing equipment and services to agencies throughout the country. An 
example of such services was vehicles furnished for emergency reconstruction 
from the Carolinas to Maine following recent hurricanes. 

Pilot interagency motor pool was established at Denver Federal Center in 1954 
Vehicle savings resulting from this operation to date amount to 179 units. This 
will be materially increased before January 1, 1956, by inclusion of Federal 
vehicles in metropolitan Denver. 

Ultimate objective is to make studies in all areas of high vehicle density and 
establish motor pool systems in areas where economies and increased efficiencies 
warrant. 

When it is determined that pools would be advantageous to the Government, 
appropriate determinations are simultaneously filed with Budget Bureau and 
the agencies involved. A period of 45 days from date of determination is allowed 
in order that agencies may have opportunity of appealing to Budget Bureau for 
exemption. 
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Following table gives program of studies from start of this program 
through 1957: 

















Surveys Surveys | Motor pools 
| initiated completed established 
| 
IN hi cna abled es pos eine sada ae oe ll 4 l 
eh le ee a ee, Pacidene etme atin na eae aa tie pceaeleteate 13 12 13 
a eS esleaeaeios 15 15 15 


By mid-December 1955 it was determined that pools would be advantageous to 
the Government at 5 locations, including 4 on which surveys were completed in 
1955. Pools have been established and are in operation at all five locations. 

Additional surveys, of which 4 have been completed and are being evaluated, 
are expected to result in 9 additional pools by June 30, 1956. Objective for 1957 
is 15 new locations. 

Costs of operating established pools or systems are financed from general 
supply fund and recovered from agencies obtaining services. 


(b) General motor vehicle management 





1955 1956 1957 
Performance in man-years - - -_-- -- . 4.8 4.8 | 4.8 
Unit cost iia eat : . : $6, 684 $7,177 | $7,177 
Performance cost _____------- Sea ae cepa a $32, 900 | $34, 400 | $34, 400 


Interdepartmental motor equipment committees are sponsored by GSA 
throughout the United States and Territories for dissemination or exchange of 
technical management or maintenance information with respect to motor-equip- 
ment use, operation, management, and maintenance. Seminars are held periodi- 
eally throughout the country, participated in by engineers, other technical per- 
sonnel from industry, and experts in Government equipment management for 
discussions of latest management, operating, maintenance, and educational tech- 
niques and to assist with specific problems. 

Technical advice and assistance are furnished to all representatives of Fed- 
eral agencies, the legislative branch, Budget Bureau, State and city governments, 
industry and technical groups, covering complete area of operating, manage- 
ment, replacement, rental and procurement of motorized equipment. 

Close liaison is maintained with governmental agencies, industry, and tech- 
nical groups in motor-equipment field to promote greater uniformity, standardiza- 
tion and modernization of Government methods of motor-equipment management, 
operation, maintenance, replacement, identification, titling, and acquisition. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffiny.—$133,200 provides for continuation of 1956 
staff, distributed as follows: 











1955 1956 1957 
Pool development ‘ reese peaee de de teasl cn esshs 12 12 12 
I I rk lg le hte . 6 5 5 
Total positions 34 biabtese ; 18 17 17 


Average employment. piiles-.bcitd.siaseusathionts | 9.3 16.7 16.6 





Other objects.—$30,800, or 18.8 percent of estimate, includes: 


(1) $21,700 for travel based on 944 days at $23 for survey technicians who by 
1957 will be operating in cities other than regional offices more than 50 percent 
of the time, a minimum number of contacts with industry engineers and experts 
or Federal motor vehicle operators, attendance at interagency seminars or tech- 


e 
Ps 
be 








nical meetings, and review of operations of motor equipment and motor pool 
systems. 
(2) $9,100 for normal office expenses. 


Mr. Tuomas. This is purely operating expense. In other words: 


Governmentwide policies and procedures are developed for improving man 
agement and utilization of motor equipment. Interagency motor equipment 
pools are established after surveys at location of high-vehicle density demonstrate 
economies or improved efficiency will result. 


low many surveys do you have going on in 1956, surveys started? I 
see in 1956, 13 were started and 12 completed. Is that right? Motor 
pools established, 13. 


NUMBER OF MOTOR POOLS 


Now, for 1957, you are going to have 15 surveys, 1! » completions, and 
15 establishments. At the end of 1957 I presume that will give you a 
total of 29 motor pools 

Mr. Mack. Yes. I think you will be interested to see that the unit 
cost is being reduced below 1955. That is what we are shooting for. 

Mr. THomas. That is pretty important. 

Mr. Mack. Yes, sir. 

Mr. THomas. Tlow many people do you have doing this work: 1 
About 8 of them in the field; about 8 in the Department. 

Mr. Hanson. Seventeen, of which 12 are for pool development and 5 
for management. Nine are located in the field, sir, and 8 in the central 
office, 


DETERMINATION AS TO FEASIBILITY OF MOTOR POOLS 


Mr. THomaAs, Can you demonstrate how you used the $164,000 you 
asked for this year ? 

Mr. Hanson. Yes, sir. We use the bulk of that money for motor 
pool surveys. As you know, the program includes other things but 
we put the emphasis on motor-pool surveys and have men in nine 
regions who are making the surveys, working with the other agencies, 
developing information as to the present motor vehicle cost, the num 
ber of vehicles they have; the need for them, and whether or not it 
is economically feasible to establish motor pools. From that data our 
fieldmen develop recommendations. These recommendations are sent 
in to Washington where they are reviewed at the departmental level 
in cooperation with the agencies. There is then developed and pub 
lished a determination to establish a motor pool on a given date usually 
15 days from publication of determination. Motor pools are auto 
matically established on such dates unless agencies request exemptions 
and more time is required. Nine men in the field at GS—13 and two 
technicians in the central office are engaged in this work. 


SAVINGS FROM MOTOR POOLS 


Mr. THomas. I have some mighty fine reading material in front of 
me. It says that recurring savings 1n 1955 were half a million dollars. 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. Potential savings are $1.3 million for 1956 and $2.5 
million in 1957. How do you arrive at those figures? 
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Mr. I{fanson. The savings for 1955 were developed on the basis 
that we removed from Government inventory 730 vehicles. That 
accounts for $375,000 of the saving. Other fringe savings amount- 
ing to over $100,000 resulted from elimination of duplicating per- 
sonnel, duplicating shuttle operations, shop operations, and so on. 
Our savings in 1956 will be developed on the continuing saving of the 
730 units which we removed from service in 1955, plus 2,255 to be 
removed during the year as new pools are established. 

Mr. Tuomas. How many was that ¢ 

Mr. Hanson. 730 1n 1955 and 2.255 in 1956. 


GOVERN MENTWIDE REDUCTION IN) MOTOR VEHICLES 


Mr. Triomas. I see this sentence which ought to be put in the record. 
“As a result of increased utilization, improved management, govern- 
mentwide motor vehicles inventories decreased 36,000 duri ing the past 
2 years.” Where did you get that figure / 

Mr. Hanson. The reduction in total inventory has been increased 
from 36,000 to 49,000. It applies to governmentwide inventories 
whereas the figures I gave you previously apply only to interagency 
motor pool operations. Through our motor equipment management 
programs and by working closely with the other agencies, we have 
effected a reduction in the overall fleet inventory of 49,000 during the 
past 2 years, a $2414 million annual saving which we do not show in 
the budget. 

Mr. Tomas. Why don’t you! What agencies does your jurisdiction 
cover ¢ 

Mr. Hanson. We work with all the agencies, sir. We developed 
utilization programs with the various agencies and have conducted edu- 

cational programs. We are continu: lly studying the Federal motor 
equipment management and fleet oper: ations for w ays to obtain savings. 

Mr. Tuomas. ‘Why do you use one onare in this justification of 
36,000 and another figure of 107,000? I did not know that you boys 
were getting that modest. 

Mr. Hanson. The 36,000 was the known number of vehicle reduc- 
tions at the time we prepared this budget. Since then I have received 
reports which indicate that the reduc tion in the Federal fleet amounted 
to 49,000. 

Mr. Tuomas. Where do you get the figure of 107,000 ? 

Mr. Hanson. You mean 730? 

Mr. Tuomas. I thought you used the figure of 107,000. 

Mr. Hanson. No, sir; I said establishment of motor vehicle pools 
eliminated 730 vehicles by June 30, 1955. 

Mr. Tuomas. This figure of 36,000 is not your latest figure. Your 
latest figure is 49,000 automobiles to date that have been removed from 
Government service in the last 2 years, we will say? 

Mr. Hanson. Yes, sir. 

Mr. Tromas. What does the average cost of an automobile amount 
to? 

Mr. Hanson. The average cost of a sedan is about $1,400 to the 
Government. 

Mr. Tuomas. I notice this language: “Summary of performance 
costs: Development and establishment of interagency motor equipment 
pools, $129,000” and your general management, $34,400. What is the 
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purpose of making two classifications there? What is the difference 
in your activities? 

Mr. Hanson. $34,400 is used in promoting governmentwide pro 
grams which resulted in this 49,000 vehicle reduction. The $129,600 
is used specifically for the purpose of making surveys to determine 
whether or not we should set up interagency motor pool systems in 
areas of high vehicle density. 


AUTHORITY FOR POOLING VEHICLES 


Mr. Tuomas. How much authority does that original act give you 
in extension of the pooling concept through the executive brane +h, which 
was authorized by amendment to the F ederal P roperty Administrative 
Service Act. That was a couple of years ago. Just how much au 
thority does that give you to force pooling ? 

Mr. Hanson. The law authorizes the Administrator to establish 
motor-vehicle pools and systems where he determines it is advanta- 
geous in terms of economy, efficiency, or service. However, it involves 
some pretty heavy administrative requirements on continued demon- 
stration of savings, and provides for certain exemptions by the agen 
cies. Agency cooperation has been generally good and our authority 
has been. sufficient to go ahead with the program. The administrative 
restrictions have hampered us somewhat but not enough to cause seri- 
ous delays. 

I might say, sir, that cooperation of some of the agencies, particu- 
larly the Bureau of the Budget, the GAO, HEW, Commerce, Agricul- 
ture, and Treasury, has been very good in this program. 


NUMBER OF POOLS CURRENTLY ESTABLISHED 


Mr. Tuomas. Of the 13 pools you were going to set up during the 
fiscal year 1955, do you have any of them set up now? 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. Whereabouts are they located and how many cars are 

“ach one of the pools ? 

Mr. Hanson. We have five pools set up at the present time. 

Mr. THomas. Where are they ? 

Mr. Hanson. Mandatory pools at San Francisco, Denver, Chicago, 
Dallas-Fort Worth, and we are operating in Washington on an op- 
tional basis. 

Mr. Trromas. How many cars do you have in each pool? I do not 
see that set out here in the justific ation. Maybe I overlooked it. 

Mr. Hanson. No, sir; it is not set out here and if you want exact 
information I would have to furnish it later. Although these pools 
are operating we are still consolidating vehicles into them and conse- 
quently the inventory varies from day to day. The total number in 
the 5 pools today is 1,220 vehicles. 

Mr. Tuomas. In the 5 pools it is 1,220? 

Mr. Hanson. Yes. 

Mr. Tuomas. Equally, or divided more in one 

Mr. Hanson. No; Washington has the greatest number; Denver 
next; San Francisco and Dallas about the same; Chicago least. 

Mr. THomas. What is it costing you to operate these pools? How 
much, compared to what it cost the agencies when they bought their 





own cars and operated them? Weare getting complaints in this com- 
mittee from some of the agencies who had justified before the Bureau 
of the Budget X dollars to buy 2 or 3 or half a dozen new cars and 
we take that money out of their budget on the theory that you are 
going to buy the cars out of the supply fund. They tell us they find 
that it is cheaper for them to operate their automobiles than get them 
from you. What about that ? 

Mr. Hanson. I expected that question and I reviewed the first seven 
surveys that have been made. The direct annual recurring savings— 
this is not including military vehicles—to the Government will be 
more than $1 million for the operation of the seven pools. 

Mr. THomas. When you say you reviewed it, you had better share 
it with us and let us in on your review. We are going to take your 
word at 100 percent face value but it might be well to let us in on it. 

Mr. Hanson. The agencies previously operated 24 million miles. 
We will be able to furnish the necessary service with 21 million miles 
of operation. 

Mr. THomas. You are carrying us a little fast. We would much 
prefer for you to take X agency and show exactly how much X agency 
spent in the fiscal year 1955 for automobiles, tires, oil, grease, main- 
tenance, repairs, chauffer, and whatnot. Then take your cost the next 
year and add it up. Then we will know. That mile business does 
not go far, does not mean too much to this crowd. 

Mr. Mansvure. Mr. Hanson, can we get that information from the 
agencies ? 

Mr. Hanson. We have that information based on data obtained 
from the agencies. Their cost for the last fiscal year was $3,171,720. 
We estimate and are sure that we can operate fewer vehicles and give 
the same service for $2,418,071, which will be a savings of $753,000 
in operating costs. In addition we will eliminate 963 vehicles. The 
fixed cost alone at $275 per vehicle will amount to $264,000, giving us 
total savings of $1,017,000. 

Mr. Tuomas. What agencies share your pool in the District of 
Columbia ? 

Mr. Hanson. I would say, sir, that nearly every agency except the 
military, on a limited basis. At different times we get calls from all 
of them. We are furnishing vehicles, I think, to nearly every agency 
including the Congress of the United States and activities of the legis- 
lative branch of the Government. 


MONTHLY RATE FOR AUTOMOBILE USE 


Mr. Tuomas. Suppose X agency wants an automobile. What is 
your yardstick of cost. now ? 

Mr. Hanson. The average automobile, if the agency wants it by the 
month, will cost them—TI have to give you average figures because 
the costs vary in different cities—$37 as a flat rate, plus 434 cents a 
mile for all mileage over 300 miles. 

Mr. Tuomas. $37 per month? 

Mr. Hanson. Plus about 5 cents a mile over 300 miles; yes, sir. 

Mr. Tuomas. Just the automobile. 

Mr. Hanson. We pay all vehicle costs except storage costs away 
from the motor pool. 
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Mr. Tuomas. Gasoline, oil, driver / 

Mr. Hanson. This does not include the driver. That would be 
considerably more expensive. If they want a driver we will furnish 
one but at additional cost, reimbursable. 

Mr. Tuomas. If they bring the car back to the garage at might, you 
house the car during the night for them ¢ 

Mr. Hanson. Yes, sir. If they keep it out, if it is away from the 
motor pool, they have to stand the cost. 

Mr. Tuomas. On that basis, would you say it is 5 percent, 10 per 
cent cheaper? What percentage do you say it is cheaper for a Govern 
ment agency to operate through the pool rather than to buy the car 
outright and pay for its gasoline and oil and storage, chauffeuring, 
and so forth and so on ¢ 

Mr. Hanson. About one-sixth cheaper. 

Mr. Tuomas. Sixteen and two-thirds percent cheaper / 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. That is quite a saving. 

Mr. Mansvure. I think that is conservative, Mr. Chairman. I think 
we can do better than that, but we are estimating conservatively. 

Mr. Tromas. This little item we are figuring, just covering the 
brainwork, that is what it is for, is it not? This is preparatory work. 
Now we are going to jump over here and see what the operators do. 
Let’s see, what about the operation here / 

Put page 113 and 114 in the record. 

(Pages 113 and 114 areas follows:) 


ESTIMATES OF MoTror VEHICLE PURCHASES, 1957 


Public Law 152, as amended, authorizes the Administrator to establish and 
operate interagency motor-pool systems. Under this provision a new element 
of supply is established by the law—motor vehicle service to other agencies. 
Passenger and truck services provided by GSA-operated interagency motor-pool 
systems will be financed through the general supply fund on reimbursement basis. 

Purchase of motor vehicles for such pools is exempt from numerical or other 
restrictions of 5 U. S. C. 78, except for price to be paid for passenger vehicles 
under subsection (c) thereof. Accordingly, appropriation language for numeri- 
cal purehase or replacement authority is not submitted. 

In 1955, consolidated motor pool at Denver Federal center was continued and 
services were made available from Washington, D. C., pool to executive agencies 
on an optional basis. As result of GSA motor-pool operations during past 3 
years, 414 motor vehicles have been removed from service by GSA. During 
1955, agencies in cities where motor-pool studies were in progress removed 316 
vehicles from service. These vehicles were either disposed of or transferred to 
other locations, eliminating procurement of additional vehicles. Annual savings 
from these reductions in vehicles are estimated at $365,000. 

Motor vehicle repair costs are minor until the average vehicle is approxi- 
mately 3 years old or has traveled about 50,000 miles, whichever comes first 
After that, wear, damage, obsolescence, and general deterioration cause mainte- 
nance costs to mount rapidly toward a point of wastefulness. 

Available cost data indicates annual maintenance costs of less than $75 per 
year for vehicles under 3 years of age or which have operated less than 50,000 
miles. Reported average annual maintenance cost for all Government vehicles 
is more than $200. For vehicles 6 or more years old, average cost will exceed 
$350 per year. This premium cost for repairs is sufficient to pay the cost of 
replacing vehicles on a 4-year basis. 

By end of 1956, it is expected motor pools will have been established in 14 
major cities and will be established in 15 more cities during 1957. As of July 1, 
1955, GSA had a net active fleet of 964 motor vehicles. During 1956, 9,020 units 
will be consolidated in the pools. Over 35 percent of these will be 6 years old 
and over; 1,026 vehicles will be purchased in 1956 to replace 3,281 units at a 
net cost of $1,246,912. Net fleet reduction will be 2,255 vehicles. 





778 


-- 


July 1, 1956, GSA will have a net active fleet of 7,729 motor vehicles; 3,000 
will be added by consolidation during 1957; 1,804 will be purchased during 1957 
to replace 2,554, at a net cost of $2,569,380. Net fleet reduction will be 750 
vehicles. 

To keep maintenance costs at a minimum, replacement is planned when major 
repair of an old vehicle becomes necessary. As a result of this program, on 
July 1, 1957, less than 15 percent of the net active fleet of 9,979 vehicles will be 
over 5 years old. 

Planned replacement through 1957 of vehicles requiring major repairs wil! 
result in annual savings in maintenance costs of about $1 million. Fleet reduc- 
tions will develop additional savings of $1.8 million, exclusive of other fringe 
benefits which for 1955 alone exceeded $0.1 million. 


Status of nel active fleet 


Net active |Consolidation 
fleet | (transfers) 


. Net fleet 
>urchases Jisposals : : 
Purchases Disposals reduction 


Prior to July 1, 1955 

July 1, 1955 

Fiscal year 1956 9, 020 1,026 
July 1, 1956_- 7 

Fiscal year 1957_- 3, 000 1, 804 
July 1, 1957 . 9, 979 


Annual rate of savings 


Total savings 
| (excluding 
fringe 
benefits) 


Maintenance 
(reduction 
of repairs) 


Fleet reduc- 
tion ! 


End of 
1955 $365, 000 $9, 600 $374, 600 
1956 1, 492, 500 618, 300 2, 110, 800 
1957 1, 867, 500 997, 900 2, 865, 400 


! Cumulative 
COOPERATION OF AGENCLES 


Mr. Puitiirs. When you spoke of cooperation between the agencies, 
or failure on the part of some agencies to cooperate, I think the chair- 
man asked you to give the names of the agencies that did not co- 
operate; am I right? But is there not a problem in the interpretation 
of what an agency calls the exempt classifications? I may not state 
this correctly but as I recall we exempted, or implied the exemption 
at least, of what might be called inspectors. The agencies, if I gather 
from talking to some of them, now list as inspectors, or exempt cate- 
gories, people whom we never recognized before as being in those 

categories; is that right ? 

Mr. Mansure. That is correct, Congressman Phillips. Mr. Hanson, 
will you explain how they are using the excuse of police powers and 
investigatory powers or authority ? 


CARS EXEMPT FROM POOLING OPERATION 


Mr. Puuuuies. It seems to me that would affect this matter of sav- 
ings. If we have been unable to draw into the pool cars which in my 
opinion belong in the pool, then we have not been able to make the 
savings whic h we are entitled to make or which we antic ipated making. 

Mr. Manscre. That is correct, sir. 
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Mr. Hanson. I think I can give you some light on that. In the first 
place, we prepared a report about a month ago to the Senate Commit- 
tee on Government Operations which we would be glad to make avail- 
able to this committee, which covers all that information. Secondly, 
in these first 7 surveys, there were 8,100 cars reported to us; 4,005 
of those were exempted, including 3,000 for the Post Office and 1,005 
in the category that Congressman Phillips talked about. We exempt 
ed 308 other vehicles because they were special-purpose vehicles, had 
cranes, electronic equipment, or some special feature. The remaining 
3.787 were susceptible to pooling. Out of the 3,787- 

Mr. Tuomas. What puts the Post Office in a separate category ¢ 

Mr. Mansvure. Theirs are special-purpose vehicles. 

Mr. Tuomas. It is nothing but a little old truck to us—special pur 
pose—but after all, it is just a truck; isn’t it? Is it exempt by statute ¢ 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. Go ahead. 

Mr. Hanson. Ott of the 3,787 that we planned to take into the 
pool, 963 will be eliminated from Government service. That is a 25- 
percent reduction of cars in use and a good example of the savings in 
this program. As a matter of fact 461 of these were eliminated by 
the agencies after the law passed and before we could get them into a 
pool. They are eliminating about 10 percent of these vehicles in each 
location we select to make a study. 

Mr. Mansurr. Now give an example of the specific departments 
that we have had problems with. 

Mr. Hanson. The ICC have claimed exemption for all vehicles used 
by their Motor Carriers Division on the basis that they are used for 
investigative work, although they are fully identified and there is no 
reason why they could not be pooled. The Food and Drug people 
likewise have claimed exemption on all of their vehicles, although 90 
percent of them are fully identified and could be pooled. To a lesser 
extent this also applies to vehicles used primarily for administrative 
work by certain law-enforcement agencies. 

We have had some discussions with Interior about exempting 
vehicles used by health and safety inspectors of the Bureau of Mines 
but believe this matter will be resolved satisfactorily very soon. 

Mr. Mansurr. Explain to the committee what you mean by “iden 
tified”? Actually we do not say that police cars that are unidentified 
should be in the pool but if they are identified as a Government ear 
we cannot understand why they should be exempt on the basis that 
they are being used for inspection. It does not make any difference. 
There it is: everybody knows it. ; 

Mr. Tirromas. They have a sign saving, Government car: don't 
they ¢ 

Mr. Mansvure. That is the nub of the whole thing. 

Mr. THomas. The trouble is in your basic legislation; it certainly 
ought to be overhauled and at this time tightened up. . 

Mr. Hanson. Some agencies have taken advantage of the word “in 
vestigate.” We believe the act should be amended so as to provide 
exemption authority for military as at present, but limiting other 
exemptions only to vehicles regularly operated in police or intelli 
gence work requiring concealment of Federal identification. 
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Mr, Tuomas. Direct exemptions are too many. There is no special 
reason why you should eliminate a little post-office truck because it 
is hauling mail. 

Mr. Mansure. The FBI car, there is no question about that, or Food 
and Drug, if it is going to be used on actual police work where the 
car is unidentified. But there is no justification for exempting any 
car clearly identified as a Federal vehicle. 

Mr. Tuomas. The Secret Service or the FBI, that is different. 
That is a good point, Mr. Phillips, and certainly the legislative com- 
mittee ought to give some consideration to tightening up the act. 


NUMBER OF MOTOR POOLS ESTABLISHED BY END OF 1956 


I would like to read: 

By the end of 1956, it is expected motor pools will have been established in 
14 major cities and will be established in 15 more cities during 1957. As of 
July 1, 1955, GSA had a net active fleet of 964 motor vehicles. During 1956, 
9,020 units will be consolidated in the pools. Over 35 percent of these will be 6 
years old and over; 1,026 vehicles will be purchased in 1956 to replace 3,281 units 
at a net cost of $1,246,912. Net fleet reduction will be 2,255 vehicles. 

Also, it says: 


July 1, 1956, GSA will have a net active fleet of 7,729 motor vehicles; 3,000 
will be added by consolidation during 1957; 1,804 will be purchased during 1957 
to replace 2,554, at a net cost of $2,569,380. 

What I would like to know is, where is that figure showing the 
total number of automobiles in the Government ? 

Mr. Hanson. It is not in here. 

Mr. Tuomas. Give it to us. I notice here on your table on page 
114 shows what you will have in the fleet, but before you get that 
figure, this sentence is worthy of repetition: 

In 1957, motor vehicles to be purchased will be 506. That is dealing 
with your pool agencies ? 

Mr. Hanson. That is passenger vehicles only. 

Mr. Tuomas. Old vehicles to be exchanged, 688. Is that right? 

Mr. Hanson. Yes, sir; that is right. 

Mr. Tuomas. Old vehicles to be used, 1,863. I counted this up. It 
is 3,057. Now, is that the total number that you will have in your 
pool ¢ 

Mr. Hanson. Passenger vehicles only, sir; the total number is 
9.979. 

Mr. Tromas. That 7,000 figure you used is the difference between 
the two, is going to be trucks ¢ 

Mr. Hanson. Yes, sir. Passenger vehicles normally make up less 
than 20 percent of the fleet. 


TOTAL NUMBER OF VEHICLES IN GOVERNMENT 


Mr. Tuomas. What is the total number of passenger vehicles and 
trucks in the Government ? 

Mr. Hanson. As reported July 1, 211,198. 

Mr. Tuomas. Passenger? 

Mr. Hanson. Total; 20 persent of it, roughly, would be passenger 
cars: the rest of it is trucks. 
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Mr. Tuomas. What part of this is owned by the armed services / 

Mr. Hanson. 94,922 by civil agencies—— 

Mr. Tuomas. All civil agencies. 

Mr. Hanson. Yes, sir; 116,276 reported by the military. 

Mr. THomas. You mean we might have a few that they do not 
report ‘ 

Mr. Hanson. The military report to GSA only the vehicles used 
for what they call administrative and housekeeping service and do 
not report the vehicles used for troop training or tactical purposes. 

Mr. Tuomas. But they are on the highways as much as the others. 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. What do they average? 

Mr. Hanson. I have no information on that. They give us no 
information on that. 

Mr. Puituirs. You would think so, if you drove across Texas, and 
got back of a convoy of them—— 

Mr. Tuomas. As a matter of fact, there are more of those than 
there are of the civilian type—ammunition carriers, dollies of all 
types. 

Mr. Pumazrms. And just ordinary trucks. 

Mr. Tuomas. Would it be a fair guess that you could add another 
100,000 to that ¢ 

Mr. Hanson. A fair guess would be a quarter of a million. 

Mr. Tromas. Quarter of a million. 

Mr. Hanson. If you are going to include all the troop-training and 
tactical vehicles. 

Mr. Tuomas. This figure of 211,000 could stand, then, another 
250,000 to it if you are going to have the Army trucks on the highway. 

Mr. Hanson. Possibly, that would bea guess. 

Mr. Mansurr. Will you state what the reported inventory was when 
the legislation was passed? It was 260,000. 

Mr. Hanson. Yes, sir, 2 years ago the reported inventory was 
260,000; last July 1 it was 211,000. That is where the 49,000 reduction 
we discussed comes. 

Mr. Mansvre. That is dropped to 211,000. I wanted the committee 
to know that. 

Mr. Hanson. The chairman might be interested to know that those 
211,000 vehicles operated 1,827,000,000 miles—roughly 2 billion miles. 

Mr. Tuomas. Those 211,000? 

Mr. Hanson. Yes, sir. 

Mr. Mack. That little chart in front of you gives the picture of the 
211,000 vehicles. 


SuprLty SCHEDULE ConTRACTING 


Mr. Trroomas. Mr. Reporter, will you put pages 115 and 116 in the 
record ? 





(Pages 115 and 116 areas follows:) 


OPERATING ExpEeNsEs, FSS 


2. Supply schedule contracting 


Average employment 
Amount ——— - pete 
Departmental Field Total 
1956... $700, 000 52.1 63. § 116.0 
Change : +-53, 000 +9. 3 —.{ +8. 4 


1957 753, 000 61.4 63 124. 4 


HIGHLIGHT 


“Term contracts for commodities and services of common use are established 
for large aggregate volume purchasing against which agencies can place indi- 
vidual orders at uniform price advantages whenever this method is advan- 
tageous to the Government” (from the budget for 1957). 

This method of contracting is used (1) when industrial distribution facilities 
are adequate to properly serve numerous use points, (2) when items are non- 
competitive, (3) when installation or supervision of installation by suppliers 
is essential to proper use of equipment, (4) When concentrations of agency 
installations in a given area require Common services, or (5) when price or other 
advantages accrue to Government. 

Purchases from Federal supply schedule and similar local-service contractors 
during 1955 amounted to $308.9 million at estimated savings resulting from 
price advantages of $36.8 million. Based on purchases of $350 million in 1957, 
savings are estimated at $41.7 million. Estimates assume no savings on about 
55 pereent of purchases normally ordered in volume but on the remainder 
savings would average 26.5 percent. 


JUSTIFICATION 


1955 1956 1957 


Line items on contracts and amendments 112, 715 116, 100 123, 400 
Unit cost per line item $5. 83 $6. 03 $6. 10 


Performance cost $656, 640 $700, 000 $753, 000 


Work unit is a line item in contracts awarded and amendments thereto, and 
includes determining what new items should be contracted for and those to be 
discontinued, developing invitations for bid, analyzing bids, awarding and ad 
ministering contracts, printing, and governmentwide distribution of schedules 
listing such contracts. 


Vorkload comprises two phases of contracting as follows: 


National contracting 


Line item 
Unit cost 


Applied ost $330, 417 


National contracts establish sources of supply for use by agencies throughout 
United States. Copies of schedules listing these contracts are reproduced in 
quantities required by all agencies. This type contract is made when industry) 
distribution system conforms to a national pattern. While more costly to pro 
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duce than a regional contract, a single national contract covering national re 
quirements of a commodity is more economical than a series of regional contracts 
covering the same aggregate requirement. 

Increases in workload for 1956 and 1957 reflect items added to provide an 
established source of supply, thereby making it unnecessary for agencies to 
make individual contracts when purchasing those items 


(b) Regional contracting 


Line items 67, 123 70.000 70. 000 
Unit cost M. 86 $5. 07 30. U0 


Applied costs $326, 223 $3.54, S00 $3.54, 000 


Regional contracts cover requirements of supplies and/or services which are 
for delivery within the geographical area of respective GSA regions. Copies 
are generally limited to agencies having requirements within the regional area 
No change in workload or unit cost is expected in 1957. 


EXPLANATION OF DISTRIBUTION BY OLJECTS (SEE ACTIVITY DATA SILEET) 


Personal services and staffing.—$615,200 provides for 128 positions (124.4 
average employment), an increase of 8.4 average employment to handle a 15.8 
percent increase in workload under national contracting phase of program. 

Other objects.—$137,800, of which $11,000, or. 14.9 percent of estimate, is for 
printing Federal supply schedules and invitations for bids. 

The balance of $25,800, or 3.4 percent of estimate, includes : 

(1) $2,000 for travel, based on 87 days at $23 a day, for central office person- 
nel discharging supervisory and coordinating functions and for central office 
and field officials administering existing contracts and ascertaining requirements 
for new ones. 

(2) $1,200 for equipment for new employees. 

(3) $22,600 for normal office expenses. 

Mr. Tromas. This is “Supply Schedule Contracting,” 124.4 em 
ployees, 63 of them | in the field and 61.4 in the District, an increase of § 
over last year. Total cost of $753,000. That is an increase of $53,000. 
Workload comprises two phases of contracting as follows—let me read 
this other paragraph first, which is worthy of note. 

Purchases from Federal Supply Schedule and similar local-service contractors 
during 1955 amounted to $308.9 million at estimated savings resulting from 
price advantages of $36.8 million. Based on purchases of $350 million 1957, 
savings are estimated at $41.7 million. Estimates assume no savings on about 
55 percent of purchases normally ordered in volume but on the remainder savings 
would averge 26.5 percent. 

That is more business than you do in your stores, is it not, by two / 

Mr. DunkuE. Yes, sir. 


SAVINGS FROM SUPPLY SCILEDULE PURCILASING 


Mr. Tuomas. Based on purchases of $350 million in 1957, savings 


ure estimated at $41.7 million. How do you arrive at that figure of 
41.7 million? Isthat yoursaving / 

Mr. Dunkuie. The savings are figured on the basis of the com 
bined judgment of the contr: acting officers who are familar with each 
item. They are compiled se ‘hedule by schedule, and we recognize in 


doing so that a portion of the requirements agencies ¢ ‘could buy at price 


0 56 pt. ] 


“9 
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as low as scheduled prices if they bought from other sources in suffi- 
cient volume. 

Mr. Tuomas. But you figure here, using your own figures, that you 
are buying on a hog-round average of about 26.5 percent cheaper than 
if they were bought individually. That ought not to be a bad guess. 
It should be more than that, I think. 

Mr. Dunkie. That 26.5 applies to only 45 age of the total 
on which the savings are figured. We eau in 55 percent of the 
total dollars the agency could have bought in valenae: as cheap as GSA 
under these schedules. 

Mr. Tuomas. We have a rather distinguished visitor, Mr. Cannon, 
chairman of the full committee, this morning, and he is not saying a 
word. Do you have any questions 4 

Mr. Cannon. I think it is being adequately taken care of. 

Mr. Mansvure. I would like to say, Mr. Chairman, that we are very 
honored to have him attend our hearing. 

Mr. Tuomas. He will drop in occ: asionally. We are delighted to 
have you and hope you take part as often as you feel like it. 

We are always glad to have you. 

Mr. Cannon. Always when you have an important witness, Mr. 
Chairman. 

Mr. Mansvure. Thank you. 

Mr. Tuomas. He has a very modest budget this year. He reduced 

$550 million by not buying any critical materials. 

Mr. Cannon. Small favors are thankfully received, 

Mr. Tuomas. Let us read this other paragraph. You do not esti- 
mate savings on about 55 percent, but that 45 

Mr. Dunxk.e. Represents the aggregate of many small-volume pur- 
chases on which savings of 26.5 percent are made. 

Mr. Tomas. Are not your figures a little low / 

Mr. DunK rE. As tothe amount of savings / 

Mr. Meptey. Yes, Mr. Chairman; we think they are conservative. 

Mr. Tuomas. Particularly on your 55 percent. I cannot imagine 
that on 55 percent of your total purchases you cannot claim any sav- 
ings by virtue of your quantity buying. What are they? What items? 

Mr. Dunxuie. Larger items placed under the schedule. In other 
words, there is a maximum order limitation in all the schedules. Often 
when an agency is buying close to the maximum order limitation 

Mr. THomas. Automobiles, oils, greases 4 

Mr. Dunxkur. Office supplies, for example. Tires and tubes, elec- 
tric lamps, photographic supplies, furniture, things of that nature. 

Mr. Tuomas. What about automobiles ¢ 

Mr. Dunxir. Automobiles are not.on the schedule program. They 
are purchased on direct delivery based on specific requisitions. That 
is under the general supply fund. 

Mr. Tuomas. GSA cannot buy them any cheaper by buying them 
in large quantities than any particular agency could buy them, could 
you! 

Mr. Dunkir. We can buy them directly from the manufacturers 
by combining quantities. 

Mr. Tuomas. If the Department of Commerce wanted to go to the 
General Motors Corp. and say, this is the Department of Commerce 
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and we want 50 automobiles, they could. Wouldn't General Motors 
sell them or would General Motors say, you go back to some local 
agent ? 

Mr. Dunxkxr. It depends entirely on the amount of equipment being 
purchased at one time. U ndoubtedly a large agency could consoli 
date their requirements and do that kind of a job with General Motors. 
Ilowever, all the agencies of the Government, the smaller ones, could 
not get the same results. Under our program, you get the same re 
sults for all agencies’ requirements, even on smallest orders. This 
brings savings down to tiie small user as well as the larger agencies. 

Mr. Tuomas. We have a statute dealing with adding mac hines and 
typewriters. Does that same statute apply to automobiles ? 


LIMITATION ON PRICE OF AUTOMOBILES 


Mr. DunKiE. We have a limitation, if that is what you are referring 
to, sir, of $1,350. 

Mr. Tuomas. Does that do about the same job 4 

Mr. Dunkir. No,sir. We buy within that limitation. 

Mr. Tuomas. The limitation is the total amount that- 

Mr. DunKir. You cannot spend more. 

Mr. Tuomas. We are trying to say to you, don’t buy too many 
suicks. Whatcan you get a Buick for? 

Mr. Dunkur. We have not bought any Buicks except on special 
requisition where it was author ized by specific legislation to do so. 

Mr. Tomas. What will your limitation of $1,350 buy now ¢ 

Mr. Dunxur. Fords and Chevrolets. Plymouths once in a while 
but very seldom will Plymouth bid on them under that limitation. 

Mr. Tuomas. Can you step up one grade without a lot of ginger 
bread, without a lot of chrome, without radio, and this, that, and the 
other in the $1,350 4 

Mr. Dunkue. No, sir. 

Mr. Tuomas. The workload is comprised of two phases of contract 
ing as follows: National contracting is 53,000 line items. What are 
vou going to spend on your catalog ? 


DISTINCTION BETWEEN SCHEDULES AND STORES STOCK CATALOG 


Mr. Mepuey. The stores stock catalog costs $81,000 for two issues 
per year, Mr, Chairman, and is financed “from “Ixpenses, general sup- 
ply fund.” It covers all items sold in our supply stores. 

Mr. Tuomas. What is the difference between this expenditure, sup- 
ply schedule, and the catalogs? This is just a continuation, is it not? 
This is all administrative cost. What do these schedules consist of 
that is different from the catalog, not talking about your printing of 
it but the information that goes into it? 

Mr. Dunxux. Mr. Chairman, they cover entirely different supply 
items. ‘The supply schedules ar » abstracts or schedules of contracts 
awarded for which the agencies obt: ain their requirements by placing 
orders directly with the. supplier. The stores stock catalog is the 
document which is used by the agencies in ordering from our stores 
stock. It is not a contract document. 
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Mr. THomas. How many of these different contracts do you have 
in your supply schedules?” Why does it cost $700,000 to have 124,000 
items? How many different types of contracts do you have that you 
are going to send out where the agency is not going to buy from the 
store but is going to buy from this ‘atalog. What is the nature of 
the items? How many items are involved? You had better give 
us something we can put our teeth in. These bare figures don’t mean 
anything. 

Mr. DunKLe. We have 131 supply schedules at the present time. 
Some of these are regional ; some are not. 

Mr. THomas. What do they cover, what items, 131 contracts? 

Mr. Puiurres. It could be more or fewer contracts. 

Mr. Mack. Mr. Chairman, here is a typical schedule. It is a listing 
of term contracts for tires and tubes, the various sizes, and the names 
of suppliers and the prices are shown. Orders are placed by the 
agency against our contracts direct with the supplier, not with GSA. 

“Mr. Toomas. You have 131 of these se hedules, you say ? 

Mr. Dune. Here is a checklist listing every schedule, Mr. Chair- 
an. 

Mr. THomas. There is one on tires and tubes. What are some of 
the others ¢ 

Mr. Dunkuie. Explosives and blasting accessories, gasoline and oil, 
lubricating oil, tires and tubes, recapping and repairing of tires, brake 
linings, spark plugs, office equipment, heavy-duty storage bat- 
terles—— 

Mr. Puiturrs. Do I understand there could be 131 like this? 

Mr. DuNKLE. Yes, sir. We cover household furniture, office furni- 
ture, precision instruments for the Weather Bureau, books, periodi- 
cals, athletic equipment, footwear, V-belts, abrasives. 

Mr. Tromas. You do more business out of these schedules than you 
do out of your 10 or 12 stores—$350 million a year 

Mr. Dunkte. These in effect make industry distribution systems 
available for the agencies to draw on and obviate our stocking the 
items. 

Mr. Tuomas. Is it a lot of work to get these up? Are these the 
items that you do not think you are making any saving on ? 

Mr. Dunxir. I would say, Mr. Chairman, that the larger orders 
placed under these schedules may not result in savings over what 
could be purchased elsewhere but taken by and large in the size of 
orders normally placed, the number of smaller orders placed under 
these, that there would be savings of much more than our conservative 
estimate. 

Mr. THomas. On 55 percent of your total purchases, you state in 
the justification, you do not show any savings. What part of these 
131 schedules lists items that come within that 55 percent 

Mr. Dunxtr. It would apply to each schedule in varying propor 
tions depending on volume ordered, the markup locally, and the dis- 
tribution system in the industry. Savings are actually realized under 
all 131 schedules. 

_ Mr. Tuomas. How many items are covered in your 131 schedules? 

‘ach schedule has more than one item, hasn’t it? 
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Mr. Dunk.e. I will have to answer the question this way, Mr. 
Chairman. We have certain types of problems in estimating that. 
We have about 50,000 items in the schedules in terms of line items. 

Mr. Tuomas. In terms of this 131 schedules you have 50,000 items 

Mr. Dunk ie. But as a part of the schedule, where only 1 or 2 items 
appear we may for example take in all the auto parts catalog, at 
special discounts, which are used by the agencies. So the actual 
number of items which can be bought under these schedules including 
the contractor’s parts list run into several hundred thousand items at 
least. 

Mr. THomas. You mentioned gasoline and oil and brake linings and 
spark plugs. 

Mr. Dunxkte. Those are items which are bought on a regional sched 
ule. The gasoline, oil, and lubricating oils are bought on regional 
schedules. The brake lining is not scheduled. 

Mr. Tuomas. The armed services do their own buying. Dothey buy 
from this catalog ? 

Mr. Dunxkte. They buy a large amount of auto parts from our 
class 8 covering the parts for heavy construction machinery, auto- 
motive, any kind of automotive parts covered by our schedule. 

Mr. THomas. How much uniformity is there in existence between 
your catalog and the armed services’ efforts toward cataloging? What 
progress has been made? That has been a subject for the last 10 
or 12 years. How much has been accomplished as of to date, now ¢ 

Mr. Dunx.e. Cataloging of individual items under the uniform 
Federal Catalog System comes under a separate activity, “Supply 
standards.” These schedules of supply contracts are for the purpose 


of placing orders and are not involved in the same sense as the supply 
item identification project. 

Mr. THomas. I understand. 

Mr. Dunkir. As far as item identification is concerned, I believe 
Willis McLeod is available if you care to discuss it now. 

Mr. Tuomas. We will not confuse that project with this, then. 


USE OF SCHEDULES BY ARMED SERVICES 


Do the armed services use these schedules 4 

Mr. Dunxkuie. Yes, sir. They have agreed officially, mandatory 
coverage of 41 of these major schedules. 

Mr. Tuomas. 41 out of 131. 

Mr. Dunkue. That’s right. 


SAVINGS FROM SUPPLY SCHIEDULE PURCIIASING 


Mr. Piiutrres. Of the 55 percent, irrespective of the savings you 
make, are all those items obtainable locally? You say they might be 
obtained locally or by the agency making a direct purchase. They 
would save perhaps 10 or 11 percent on them. Would they be able 
to obtain them all locally ¢ 

Mr. Dunk ie. Not in all cases. Some of the items they could not 
obtain locally. A good example of that is office furniture which is 
manufactured to Government specifications. 
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Mr. Pxuruirs. We may not make any particular savings on it but 
we are able to furnish it, whereas they could not get it otherwise, 

Mr. Dunxkte. That’s right. 

Mr. Mack. Mr. Chairman, I think we have been a little bit con- 
servative on savings. That is always an item that is raised and we 
wanted to be on the safe side. 

Mr. Tuomas. I think so, too. Maybe it is best to be a little bit 
modest. 

Mr. Mack. Let me tell you about a particular contract and you can 
judge for yourself. I gave you a schedule on tires and tubes. We 
are getting these tires and tubes at better prices than anybody except 
Ford, General Motors and Chrysler. They buy in carloads, un- 
wrapped. We get these prices in lots of as little as two delivered 
anywhere in the United States. If you will look at the listed prices 
and then recall the price of a tire when you last purchased one, you 
will see a very substantial difference. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Mack. There is another point that is important, which is this: 
we make these contracts and distribute them to all agencies. The 
agencies merely place a purchase order against the supplier. They 
don’t have to issue invitations and have bid openings and make 
awards, This reduces their administrative costs and speeds delivery. 

Further, quantities above the ceilings which are specified in each of 
these contracts are handled by definite quantity purchase. This is 
to take care of high volume transactions at best possible prices. 

Mr. Dunk te. Another good example is the schedule for electronic 
tubes that we just negotiated 2 years ago. 


PERSONAL PROPERTY UTILIZATION AND DISPOSAL 


Mr. Tuomas. Let us look at your “Personal property utilization 
and disposal.” Mr. Reporter, will you insert pages 119, 120, and 121 
in the record. 

(The justification is as follows :) 


OPERATING ExpENsEs, FSS 


3. Personal property utilization and disposal 


Average employment 
Amount . - 





Departmental Field Total 


1956 $841, 000 2. a 135.0 
Change _-- ; +94, 000 | 4 { 


1957 





HIGHLIGHT 


“Excess personal property having high-use potential is reported to GSA for 
screening against needs of other Federal agencies to achieve maximum utilization 
within the Government and obviate new purchases. The residue, together with 





surpluses not screened by GSA is either donated for educational and public-health 
purposes or released for public sale. Utilization transfers of $71 million in 1955 
are expected to increase to $97 million in 1956 and $121 million in 1957” (from 
the budget for 1957). 

Declarations of excess property received by GSA in 1955 exceeded $600 million 
Current drive to reduce Government inventories particularly in DOD has begun 
in earnest. Assuming continued restrictions limiting excess reporting to the best 
property, $650 million is conservatively anticipated for 1956 and $775 million for 
1957. Enactment of legislation such as 8S. 2591, which passed the Senate in the 
last session, would eliminate certain agencies’ exemptions and further increase 
volume of excess reported. 

Screening on a trial basis, of DOD excesses by GSA and DOD concurrently in 
1955 resulted in very high total disposals ($732.1 million). A new high in value 
of utilization transfers ($71.1 million) was reached ; however, ratio of utilization 
transfers to disposals dropped from 12.3 percent in 1954 to 9.7 percent in 1955 
By joint agreement between DOD and GSA this trial screening plan was aban 
doned and a modified plan established beginning in June 1955, 

Under modified system funds available for 1956 are expected to finance increase 
in utilization transfers to $97 million, or 17.5 percent of actions performed 
Funds provided in this estimate will finance increase in utilization transfers to 
$121 million at same ratio. 


Summary of performance cost 


| 1955 1956 


Excess property actions_. $561, 505 $756, 700 
Direction of disposals 14, 397 84, 300 


} 


Total cost or estimate_- 575, 902 841, 000 


JUSTIFICATION 


(a) Excess property actions.—Excess property having highest utilization po- 
tential is reported by all Federal agencies to 10 GSA regional offices which 
arrange to fill new procurement and supply requests therefrom by direct contact 
with agencies, systematic circularization, and other methods. 


Workload (in dollars of acquisition cost): | 
On hand beginning of year $167, 000, $53, 900, 000 $150, 000, 000 
Released without screening. _- — 23, 400, 
Declared during year - - 642, 400, , 000, 000 775, 000, 000 


Total to be performed 786, 000, 900, 000 | 925, 000, 000 
Actions performed: | 
Utilization transfers ; 71, 100, , 000, 000 | 121, 000, 000 
Released for disposal 530, 900, 276, 900, 000 | 380, 000, 000 
Released for donation 130, 100, , 000, 000 190, 000, 000 


Total actions performed 732, 100, 553, 900, 000 691, 000, 000 


Unit cost (per $1,000 units) ~ $0.77 $1.37 $1. 23 


Performance cost ‘ $561, 505 


$756, 700 | $851, 300 


Utilization achieved as percentage of total actions per- 
formed ___- ae 9.7 17.5 


Work to be performed each year consists of work in pipeline at beginning 
of year together with new declarations of excess received during the year. 
Amount left in pipeline at end of each year will approximate 25 to 30 percent 
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of work received during year due to 90-day automatic release arrangement. 
Objective performance is indicated by ratio of utilization to total actions 
performed. 

Year-end carryover from 1955 was abnormally low because new excess declara- 
tions slowed to a trickle in period February to April while the pipeline was 
being cleared of excess processed under old concurrent screening method. Esti- 
mates for 1956 and 1957 represent normal levels. 

Low unit cost for 1955 reflects effect of inadequate screening under trial con- 
current screening arrangement which resulted in dumping utilizable property 
as surplus. Program for 1956 reflects improved balance as between utilization 
and disposal. Estimate for 1957 proposes maintenance of this improved level 
reduced unit cost. 

“Excess property actions” includes (1) development and administration of 
governmentwide utilization regulations, including use and replacement standards 
to improve utilization of widely used types of equipment, and (2) review of 
nonreportable property submitted by DHEW for donation approval or disapproval 
by GSA regions and clearance of all donation requests. Public Law 61, 83d 
Congress, which liberalized donations for health and education purposes by 
making excesses in DOD stock funds available for transfer to DHEW is expected 
to increase by 50 percent in 1957 over 1955. 

(b) Direction of disposals.—Regulations and procedures are developed govern- 
ing methods and techniques of disposal and limited direct assistance and guid- 
ance in merchanising and marketing are furnished at selected major Government 
selling activities. 

These functions are not susceptible to workload measurement; accordingly, 
performance is stated in man-years as follows: 


’ 


1956 


Performance (in man-years) 1.8 9.7 | 10 
Unit cost $7, 998 | $8, 691 | $8, 430 


Performance cost $14, 397 $84, 300 $84, 300 


Analyses of sales offerings have disclosed that usable and sometimes new prop- 
erty of relatively high commercial marketability is being sold as scrap. This 
contributes to an overall low return from sales, averaging less than S percent over 
the past 4 vears. 

During 1955 GSA initiated a small (38-man) program for assisting in lotting, 
advertising and conduct of sales. Appropriation for 1956 provides 10 specialists 
to work at selected locations having high-volume low-return experience. Esti- 
mate for 1957 continues at the same level and is expected to produce additional 
sales revenue of about $4 million. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffing.—$s841,600. As compared to a 24.7-percent 
increase in utilization transfers in 1957 over 1956, average employment increases 
only 12.1 percent. Distribution of positions follows : 


(a) Excess property actions 

(4) Direction of disposals 
Total positions 
Average employment .8 | 


Other objects.—$94,000, or 10 percent of estimate, includes : 

(1) $28,200 for 1,225 travel days at $23 for direct agency contacts in the field, 
verifying quantity and condition of certain reported excesses, rendering sales 
assistance and direction at some large offerings of selected halding agencies, and 
attending interagency meetings. 
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$26,200 to reproduce listings of excess property and surplus sales offerings 
asa $7,000 for supplies used in circularizations 
1) $2,500 for excess equipment for 17 new positions 
5) $30,000 for normal office expenses. 
Mr. Thomas. We did not want to commingle this with yesterday's 
list ussion of credit and we decided to hold it all back until today. 
It shows 1514 employees, which is an increase of 17 over last year, 
and a tote al cost of $935,600 which is an increase of SO4,600 last year. 
Excess personal property having high-use potential is reported to GSA’ for 
reening against needs of other Federal agencies to achieve maximum utilization 
ithin Government and obviate new purchases. The residue, together with 
irpluses not screened by GSA is either donated for educational and public health 
purposes or released for public sale. Utilization transfers of $71 million in 155 
ure expected to increase to $97 million in 1956 and $121 million in 1957 
This isan excerpt from the budget for 1957. 
1 read down here further : 
Declarations of excess property received by GSA in 1955 exceeded S600 million 
From what agencies does the most of this excess property come / 
Mr. J. Tromas. Department of Defense. 
Mr. Tomas (reading) 
Current drive to reduce Government inventories particularly in DOD 


What does that mean / 

Mr. J. Tuomas. Department of Defense. 

Mr. THomas (continuing) : 
has begun in earnest. Assuming continued restrictions limiting excess reporting 
to the best property, $650 million is conservatively anticipated for 1956 and $775 
million for 1957. 

How much surplus personal property do you think the armed ser 
Ices hs is ? 

Mr. J. Tiiomas. We obtained estimates in September, in line with 
our usual practice of checking with 9 of the largest agencies that 
develop excess, and were advised that the Department of Defense, in 
1956, would report to us $548,200,000. 

Mr. Tuomas. Say $550 million of your total of $650 million? 
Where does the other $100 million come from 4 

Mr. J. Tuomas. Civilian agencies, Commerce, Post Office, Atomic 
Knergy, Veterans’ Administration, Housing and Hlome Finance, Agri 
culture, and so forth. 

Mr. THomas. We have had some recent congressional enactments 
dealing with the distribution, declaring surplus of this personal prop- 
erty. Ts it m: indatory that all agencies of Government declare their 
excess personal property to GSA now ? 


AGENCIES EXEMPT FROM REPORTING EXCESS PROPERTIES 


Mr. J.THomas. Notallofthem. There were some exempt agencies. 

Mr. THomas. Who are the exempted agencies / 

Mr. J. Tuomas. The exempted agencies were the TVA, AEC, part 
of Agriculture, Housing and Home Finance, and so forth. 

Mr. Tuomas. What about the armed services / 

Mr..J.THomas. They must report for screening as excess. 

Mr. Tuomas. The VA and Atomic Energy are your two main ones / 
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Mr. J. Tuomas. TVA, and Housing and Home Finance have quite 
a bit, too. 

Mr. THomas. What do they have to declare excess ? 

Mr. J. Tuomas. Old house trailers, household and quarters furni- 
ture. 

Mr. Tuomas. They have a jillion of them, too, haven’t they? 

Mr. J. THomas. Yes, sir. 

Mr. Tuomas. What are the biggest items being declared surplus to 

u? 

Mr..J. THomas. From Housing and Home Finance? 

Mr. Tuomas. From all agencies, generally. 

Mr. J. Tuomas. Equipment items, construction, operating and 
maintenance equipment, building materials, hardware and consumer 
goods are examples. 


PROCEDURE IN DISPOSING OF SURPLUS PROPERTY 


Mr. Tuomas. Do you have authority, after you offer this to other 
(rovernment agencies to either sell or give it to educational and health 
institutions ? 

Mr. J. THomas. After it has run the Government screening as excess, 
it is offered for donation. After the donation period has expired, 
property reverts back to the holding agency for them to dispose of. 

Mr. Tuomas. Reverts back to them? If vou can’t give it away, 
they get it back ? 

Mr. J. THomas. They sell it. 

Mr. Tuomas. Is there any transfer in the location of the property 
in the meantime / 

Mr. J. Tiromas. We do not acquire custody. 

Mr. Tuomas. It isa paper transfer then, isn’t it / 

Mr. J. Tuomas. I would say in the majority of the cases it is a 
paper transaction up to the time we complete arrangements for 
physical movement to another Federal agency—where there is a 
need. 

Mr. Tomas. Do you use any of the State agencies when it comes 
to m: ne donations of this property? Who can you give it to now? 

Mr. J. Tuomas. We give it to educational and health groups through 
the ee of Health, Education, and Welfare. Under Public 
Law 61 which was passed in the last session, Health, Education, and 
Welfare do have agreements with the States to use the State people 
in this donation program where they make distribution throughout 
the State. 

Mr. Tromas. Do you have any discretion as to whom you give it 
to within the confines of X State or is that exercised by HE Ww? 

Mr. J. Tuomas. That is exercised by HEW. We do have dis- 
cretion not to donate. 

Mr. Tuomas. When HEW gets it, you lose control? They can 
give it toanybody / 

Mr. J. THomas. They make allocations under law to certified recip- 
ients they have on their list. 

Mr. Tuomas. You have no control over that factor? 

Mr. J. Tuonas. No, sir. 
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VOLUME OF EXCESS PROPERTY 


Mr. Tuomas. Let us read some of these figures. They almost stag 
verme. Yousay— 

Excess property having highest utilization potential is reported by all Federal 
agencies to 10 GSA regional offices which arrange to fill new procurement and 
supply requests therefrom by direct contact with agencies, systematic circulari- 
zation, and other methods. 

Do you have your workload here in dollars of acquisition cost ‘ 

Mr. J. Tuomas. That is correct. 

Mr. Tuomas. Does that carry over / 

Mr. J. Tuomas. Some does. We work on a 90-day screen cycle 
basis; $150 million carries over into 1957 as against $53,900,000 into 
L956. 

Mr. Tuomas. This is carryover. Your original figure for 1956 is 
$650 million on the beginning of the year. That is your carry over? 
Mr. J. THomas. $53,900,000 carried over from 1955 plus $650 mil- 

lion declared in 1956, making total workload of $703,900,000. 

Mr. Tuomas. You are going to declare during the year 1956, $650 
million, which gives you a total for the year of $703,900,000 against 
$925 million. What part of this comes from the armed services / 

Mr. J. Tuomas. About 90 percent or more, sir. 

Mr. Tuomas. Do you have a figure of how much it is going to cost 
you to dispose of the $650 million worth of property this year. 

Mr. Mepiey. $756,700. 

Mr. Tuomas. Is it not going to cost you $841,000 total as perform- 
ance cost ? 

Mr. J. Toomas. That $841,000 includes a small amount for direction 
of disposal, sir. Our cost for screening excess in 1956 is $756,700. 

Mr. Toomas. 1,000 units. You figure $1.37 for $1,000 in 1956? 

Mr. J. THomas. That is correct. 

Mr. Tuomas. How do you figure that? You don’t have any han- 
(ling cost or packaging cost. 

Mr. J. Tuomas. No. We don’t take custody of this property. It 
is one of three ways: We find utilization, approve the property for 
donation, or release it for sale. 

Mr. Tuomas. I understand that, but who pays that cost, the agency ? 

Mr. J. Tuomas. The holding agency pays custodial costs. 

Mr. Tuomas. Suppose A is ‘the declari ing agency and B, the receiv- 
ing agency, wants this equipment. Who is going to pay for the pack- 
aging rand the transportation and so forth ¢ 

Mr. J. Toomas. The ordering agency. 

Mr. Tuomas. What about the health and school institutions, who 
pays for it? 

Mr. J. Tuomas. The institution receiving the property must pay all 
transportation and handling charges. 


SURPLUS PROPERTY OF ARMED SERVICES 


Mr. Tuomas. I have been told that the armed services has a tre- 
mendous amount of money in the 1957 budget. I haven’t had a chance 
to check it, some 35 or 40, maybe 50 million dollars for distribution 
or disposal of surplus personal property. 
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Mr. J. Tuomas. My information, sir, is that a little over $53 mil 
lion was requested for 1957 

Mr. Tromas. For the disposition of surplus excess property ¢ 

Mr. J. THomas. For preparation and sale of surplus property. 

Mr. THomas. How much more are they going to have that they 
are going to turn over to you? Your total workload for this coming 
1957, is around $800 million and £0 percent of it or 80 percent of it 
I believe you testified comes from the armed services? Is it 80 or 99 
percent ¢ 

Mr. J. Tuomas. Over 90 percent. su 

Mr. THomas. How much do you think the armed services will have 
this year? 

Mr. J. Tuomas. We have their estimate of what they intend to re- 
port tous. We do know that in 1955 they generated about $2.5 billion. 

Mr. THomas. How much of that did you have? 

Mr. J. Trostas. 8493 million. 

Mr. Tuomas. They had over $2 billion generated / 

Mr. J. Trromas. $2.5 billion. 

Mr. Leen How much did they generate in 1956 ¢ 

Mr. J. Tuomas. In 1956 DOD estimated they would report to GSA 

Ih aa over $543 million and generate an additional $1.6 billion. In 
19: 7 they expect to generate $2.2 billion of excess of which $700 million 
will be reported to GSA and $1.5 billion unreported. 

Mr. Tromas. Over $2 billion. That is acquisition cost 4 

Mr. J. Tromas. That is right. That is what they paid for it. 

Mr. Tromas. You are going to get about $700 million of that ? 

Mr. J. Trromas. The $700 million reported to us. Not the $1.5 
billion unreported. 

Mr. Tiromas. You think the armed services are going to spend in 
eXCeSs 4 $53 million on getting rid of S700 million worth of it? 

Mr. J. Tomas. No. Their total sales program for 1957 will ap- 
proxim: ite $2% billion, exc luding scrap. They will have for sale the 
$1.5 bilhon unreported plus the portion of reported excesses for 
which we find no Federal use or do not release for donation. 

Mr. Tuomas. How much did they spend in 1955 in the disposition 
of the surplus? 

Mr. J. Tomas. $34.8 million out of the $40 million authorized to 
dispose of $1.4 billion. Proceeds of sale ran quite low, however. 
Phat is the area that needs to be improved. 


GSA SCREENING PROGRAM OF EXCESS PERSONAL PROPERTY 


Mr. Tuomas. At this point in the record, insert for the fiscal years 
1955, 1956, and 1957, the amount of surplus property declared sur- 
plus to you and by whom. By the amount, I mean the acquisition cost 
and your cost of disposal. Have another column showing the amount 
declared surplus by the armed services for those 3 years, and .the 
amount they didn’t declare surplus. The third column will show the 
cost to the armed services or disposition of that extra dollar amount 
by year. Is that clear now? 

Mr. J. Tuomas. We can get that figure. 

Mr. Tiromas. You give it to us for all 3 years. I used the figure 
$53 million. You ee it was your understanding it was in excess 
of $53 million for 19 





"Of 


(9 
Phe information requested is as follows :) 


( SA screening progi vn’, # CESS 


; personal property declared to GSA 

ederal use wquisition cost 
Agriculture Department 
Atomic Energy Commission 
Commerce Department 
Housing and Home Finance 
Interior Department 

isury Department 

erans’ Administration 
Other civilian agencies 

nation lists, various agencies 6. 50S 
Department of Defense 03, 400, 422 


lotal declared to GSA 42 400. 000 


\ t of operating the program 
mone Feder il igen? 

OL) excess not reported to GSA 
Excess personal pr yperty 


or 
[ Defense not declared to G 


Surplus personal property sold by Department of 
Defense (acquisiti n cost) excluding known serap 
Amount of proceeds ¢f sales which Department of 
Defense was authorized to retain to help finance its 
lisposal program 4 410, 000, OOF 


All personal property of Department ef Defense wh ict 
Defense. GSA screens about 44 (that pertion with higa u 
perty to find further use among ctler Federal agencic 
e other 3g iss ld as surplus by the Department cf Dele 
nal and public health institutions 
iestimated. 
From available data, it is estimated at least $2,22/ millict 
isposal by sale in fiscal year 1957 
‘The annual Department cf Defense appropriation acts for these years cuthorized 
crap and salvage materials, up to the amounts shown, to be used to pay expense 
ion for sale or salvage cf (surplus) military supplies, equipment and material.  ¢ 
n, Public Law 157, 84th Cems ist sess ec. 6} 


Amount requested in Department cf Defense appropriati m estimate for 1057 


SALES RETURNS 


GSA has responsibility for either selling Government surplus personal property 
or seeing to it that it is sold economically and efficiently. Once property is de- 
termined surplus the holding agency, including Department of Defense, is au 
thorized to sell it. GSA has been increasingly concerned at the low returns 
being obtained on surplus sales, particularly by Defense. 

The Hoover Commission, in its report on surplus property, April 1955, points 
out shortcomings in current sales practices and recommends [10 (c)] that GSA 
obtain more funds to carry out its responsibilities for surplus property disposal. 
fhe Special Subcommittee on Donable Property of the House Committee on 
Government Operations in its hearings in February 1955, noted with concern the 
low-sales returns being obtained. The Military Operations Subcommittee of the 
House Committee on Government Operations in hearings in May and June 1955, 
also expressed dissatisfaction with Defense Department sales practices and un- 
derscored the need for GSA to bring about material improvement in sales returns. 

It has been proposed, therefore, to take over the selling job at major generating 
points of military surplus. The costs of physically preparing for sale would still 
be borne by the military services. GSA would supplant only the selling force of 
the Department of Defense at these installations. 

In 1957, using experienced disposal specialists and limited clerical assistance, 
ita cost of $1.5 million, GSA would sell $1.8 billion (acquisition cost) of Defense 
surplus. Increased cash return to the Government is estimated at $80 million 
through improved merchandising and marketing methods. 
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SALES ASSISTANCE FOR SURPLUS DISPOSALS 


Mr. Mack. There is one item that you may want to hear about that 
relates directly to sales assistance for surplus disposals, $84,300 for 
direction of disposals. 

Mr. Tuomas. Let us hear it. 

Mr. J. Toomas. The various Government agencies in 1955 sold $1.5 
billion worth of surplus property. Gross proceeds realized from this 
disposal were less than 8 percent. We consider this to be an unsatis- 
factory return, particularly since much of the surplus being sold is 
unused, commercially marketable property. Spot surveys made by 
GSA in 1955 clearly demonstrated that much improvement could and 
should take place and that the overall rate of return can be increased. 
In 1956 DOD has agreed to accept the assistance of GSA disposal spe- 
cialists operating from GSA regional offices. Provision is made in 
the budget for the continuing of ‘this very modest degree of assistance 
in the fiscal year 1957. An estimated $4 million increase in cash 
proceeds is expected to result. 


RETURNS FROM SALE OF SURPLUS PROPERTY 


Mr. Tuomas. We have just gone into the overall amount of the cost 
of the disposition and the acquisition cost. Now, let us go into return 
because that is what you were addressing yourself to now. That part 
that you sell, what is your dollar return against acquisition cost? 

Mr. J. THomas. We don’t sell any appreciable amount of surplus, 
sir. The only property we sell is that small amount which is sur- 


plus generated by GSA. 

Mr. Tuomas. If the other Goverment agencies do not require the 
property, then you turn it back to the decla aring agencies ? 

Mr. J. THomas. We authorize owning agencies to dispose of it. 

Mr. Tuomas. Under the law, that property then goes to welfare 
agencies of the States. Isn’t your law broad enough for you to dis- 
pose of some of this property ¢ 


NEED FOR FINANCING EXPENSE OF DISPOSALS 


Mr. J. Tuomas. Unquestionably. We have authority to do it but 
we do not have the financing. 

Mr. THomas. You have the authority to do it? 

Mr. J. THomas. Yes. 

Mr. Tuomas. Why don’t you do it? 

Mr. J. THomas. It takes financing. 

Mr. Tuomas. Is there an estimate in this budget for that work ? 

Mr. J. Tuomas. Only $84,300 for egies sales assistance. 

Mr. Tuomas. I didn’t ask you that. I asked you if there is a 
budget estimate in here to properly staff this office to get into the 
merch: andising business. 

Mr. J. Tuomas. No, sir. 

Mr. THomas. Why not? 

Mr. Mansure. I think Mr. Medley can answer that. 

(Of the record discussion. ) 
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Mr. Tuomas. Everybody knows armed services is not doing a very 
good job on disposition of personal property. Why does the Bureau 
of the Budget want some top-level policy made affecting all agencies / 
| don’t see any connection. 

Mr. Mansure. I believe that we should state for the record that we 
appeared before a subcommittee of the House Committee on Govern 
nent Operations where this matter was discussed and they were very 
desirious that we relieve the whole situation and make our recommen 
dations, which we did. 

Mr. Tuomas. What do you recommend and to whom-—to that sub 
committee ¢ 

Mr. Mansure. No; to the Bureau of the Budget and to this com 
mittee, which we did. 


ESTIMATED INCREASE IN RETURN TO THE TREASURY 


Mr. Tiromas. If you were to undertake this job of disposing of sur 
plus property, could you save the taxpayers any money and if so, 
what amount of money in the fiscal year 1957 and at what a to 
the taxpayer ¢ 

Mr. J. Tuomas. I believe, at a cost to the taxpayers of $1,500,000, 
we could Inerease revenues coming into the Treasury by $80 million. 

Mr. Tuomas. Eighty million dollars for one and a half million? 

Mr. J. Tuomas. Right. I am firmly convinced that the present 
rate of return can be raised to as much as 14 percent. 

Mr. Tuomas. On that $80 million, what is the unit cost that it is 
going to cost you, a million and a half? How much merchandise 
ure you going to sell ¢ 

Mr. J. Tuomas. $1,300 million. 

Mr. 7 is. Acquisition cost ¢ 

Mr. J. THomas. Yes. 

Mr. r HoMAS. What are you going to get back / 

Mr. J. Tuomas. We will get a 14-percent return. That would 
crease receipts from $102 million to $182 million. 

Mr. Tuomas. On that same amount, what is it costing the armed 
services to dispose of that billion and a half dollars of property and 
What is the return ¢ 

Mr. J. Tuomas. Mr. Chairman, that is one figure that we have 
been unable to locate. 

Mr. Tuomas. What is your best guess’ Let the record show you 
are mi a your best reasonable guess. 

Mr. J. Titomas. It cost Defense at least $35 million last year for 
expenses : of transportation, demilitarization, and other preparations 
for sale or salvage of surplus. I do not have a breakdown of such 
costs and am unable to pin down a figure for the sales functions we 
are talking about. The important thing i is not primarily costs—it’s 

ncreased returns from sales. 

Mr. Tuomas, How many dollars worth of property, ac ‘quisit ion cost, 
did they dispose of last year with the expenditure of $35 million and 

hat rate of return was that to the armed services? 

Mr. J. Tuomas. $1.4 billion at acquisition cost and they had a 7-per- 
cent return. 

Mr. Tuomas. Seven percent. You figure you can get 14 percent 

Mr. J. Tuomas. Yes, sir. 
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DONATIONS OF SURPLUS PROPERTY TO LOCAL GOVERNMENTS 


Mr. Tuomas. How much of this property last year and the ye 
before last finally got into the hands of our States nid their agencies 
for charitable pur poses ? 

Mr. J. Tirostas. In 1955 the amount donate! was $130 million. We 
estimate $180 million in 1956 and $190 million in 1957. I think those 
estimates, to be very frank with you, after looking at our operating 
<tatistics, are a little bit low. I believe they will be somewhat higher. 

Mr. Tuomas. What part of the overall amount is it, one-third of the 
overall? 

You use this language: 
excesses in DOD stock funds availabie for transfer to DHEW is expected to 
increase by 50 percent in 1957 over 1955. 

All right, what is the overall then, that is 50 percent over this year! 

tas = ‘h as 20 or 25 percent that goes to the State agencies ? 

Mr. J. Tuomas. About 10 percent, as compared with the amount 
sold, I would say. 

Mr. Tuomas. About 10 percent. Was that constant in 1955 and will 
remain that way in 1956 and be about the same in 1957? 

Mr. J. Trromas. It is going up. 

Mr. Trromas. How much now? Twelve percent of the overall ? 

Mr. J. Toomas. It goes up to about 12 percent; yes, that is right. 
You see what happened, Mr. Chairman, was that prior to Public Law 
61, there was some deubt in the mind of the Department of Defense 
that they could donate this property and Public Law 61 completely 
clarified that area 

SUPPLY STANDARDS 


Tromas. Let us put pages 123-126 in the record. 
(The pages referred to are as follows:) 


OPERATING EXPENSEs, FSS 
i. Supp’y standards 


| | 
| Average employment 
Amount 


Departmental Field 


1956 $629, 009 
Change_.- +-367, 300 


1957 / J a 996, 300 


HIGHLIGHT 


“Standards of quality and other characteristics of common-use commodities 
are established by developing specifications covering quality, types, sizes, and 
varieties of items, and by qualified products lists, for mandatory use by Federal 
agencies. Production of 558 specifications in 1955 will increase to 600 in 1956 
and 680 in 1957 without increase in performance costs, by utilizing existing 
departmental, technical society, and industry standards and specifications. In- 
crease in 1957 provides for completion of identification begun on a small scale 
in 1956 of some 130,000 items in GSA supply system with numbering used in the 
Federal catalog system.” (From the budget for 1957.) 
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Summary of performance cost 


1955 
Specifications promulgated $174, 096 
Interim Federal specifications 132, 480 
Standardization projects 56, 280 
Supply cataloging 

urity equipment development 


otal cost or estimate 


JUSTIFICATION 


(a) Specifications promulgated.—Federal specifications establish optimum 
levels of quality and performance to assure maximum serviceability at mini 
mum cost for supplies and equipment used by Federal agencies. 
are mandatory for use by all Federal agencies. 
and local governments. 


Specifications 
They are also used by State 


fications promulgated 300 
t cost mee: “a | $617 | $641 
Performance cost - -- $174, 096 | $192, 300 


Work unit of “specifications promulgated” consists of either 1 new final specifi 
ution, 1 major revision, or 5 amendments. 
Production of Federal specifications is achieved through maximum use of avail 
able technical experts in other Federal agencies working with the technical staff 
inGSA. Improved procedures are expected to increase production by 16.7 percent 
in 1957 at no increase in performance costs. 

Approximately 50 percent of available man-hours are directed toward revisions 
and amendments to keep Federal specifications up to date. In addition, staf 
fforts continue to increase in working with suppliers in development of specifi- 
ations and in assisting suppliers in their standards problems as related to 
hederal procurement. Much of this work involves firms not now furnishing 
ommodities to the Government, majority of which are small-business enterprises. 

(b) Interim Federal specifications.—The work unit for interim Federal speci 
fications is the entire operation of selecting, reviewing, revising, or converting a 
departmental, bureau, technical society, or industry specification to 
Federal use. Prior to promulgation as Federal specifications they 
with using agencies. 


general 


are cleared 


m specifications 276 300 
cost ; ; $480 $471 
Performance cost $132, 480 $141, 200 


Production of interim Federal specifications in 1957 is expected to increase by) 
10 percent over 1956 as result of improved procedure discussed under “Specifica 
tions promulgated,” at no increase in performance costs. 

(c) Standardization projects.—Unit of work measurement consists of either 

new Federal standard, 1 major revision, or 5 amendments. 


ndardization projects. 


'a.... 


Performance cost 


72350—56—pt. 1 51 
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Federal standards eliminate unnecessary types, sizes, and varieties of items 
from the supply system by establishing certain items as standard and by limit- 
ing procurement by Federal agencies to specified items. Substantial savings 
result from reducing supply items to the least number needed to efficiently and 
economically serve procurement requirements of Federal agencies. Both direct 
and indirect savings are made possible through larger volume purchases, lower 
unit costs, lower supply administratiton costs, less storage space, and more 
serviceable items. Unit cost reductions in 1956 and 1957 anticipated to result 
from more effective procedures developed as experience is gained in this new 
field. 


OPERATING EXPENSES, FSS 


Examples of Results of Standardization 


ITEMS AFTER 
STANDARDIZATION 


PAPER TOWELS STEEL DESKS MIMEOGRAPH PAPER 


124. 

(d) Supply cataloging.—The work unit of “Supply item identifications” con- 

sists of a single complete description in the Federal catalog system for an item 

of supply. Under this system each item of supply is given a uniform name, 

number, and description. When completed, substantial economies will be made 
possible in all aspects of supply management. 


1956 1957 


102, 000 


Supply item identifications - -- , oS. a oiex. : 28, 000 
$5. 70 


Unit cost Si dainle ae 7.62 


| 
| 
| 


Performance cost _ _- ; 2 $213, 300 $581, 700 
| 


The appropriation for 1956 and estimate for 1957 provides for converting to 
the new numbering system some 130,000 items in GSA’s Stores Stock Catalog 
and its supply schedule and direct-order purchasing programs over a 2-year 
period. 

This estimate has primary objective of coordinating GSA supply numbering 
identifications with those used by DOD as it progressively converts to the new 
Federal catalog numbering system, This coordination is indispensable to orderly 
assumption by GSA of supply support for the increasing volume of orders placed 
by DOD. Lack of common identification numbers results in creating abnormal 
backlogs and jeopardizes our ability to maintain acceptable delivery schedules. 

Unit cost in 1956 reflects effect of recruitment, indoctrination of personnel, 
ete., necessary to get program under way. Reduced unit cost for 1957 based on 
stabilized operational procedures. 
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(e) Security equipment development.—Special standards are developed to pro 
vide high degree of protection in equipment used by various agencies for custody 
of top-secret material to minimize possibility of surreptitious entry, physical 
theft, damage by fire, or tampering pursuant to Executive Order 10501, November 
5, 1958. Lesser, but still stringent, requirements are established for secret and 
confidential data. 

Performance cost: 
1955 _-- $2, 500 
27. 900 


zt, 


.. 27, 900 


Program for 1957 provides for continuance of 1956 rate and provides for 
development of electronic and audio system for surveillance of security areas. 

Requirements for each level of security classification are determined by Federal 
Committee for Security Equipment under direction of GSA. Devices and equip 
ment required are determined by GSA, utilizing research and testing facilities of 
National Bureau of Standards, 

During 1955 there was developed for the first time a security cabinet which 
resists forced entry and manipulation of locking devices. Program for 1956 
encompasses additional types of filing aud other equipment for safekeeping 
classified material. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 
Personal services and staffing —S$866,500. Notwithstanding increase of 13.3 
percent in production of specifications, employment therefor in 1957 is continued 
at 1956 level. Increase of 71 positions entirely applicable to expanded supply 
cataloging program. Distribution of positions follows: 


Specifications promulgated 
4) Interim Federal specifications- - 
tandardization projects 
d) Supply cataloging. _- 


Total positions. .- 
Average employment. -- 


Other objects.—$129,800 of which $27,900 is to reimburse the National Bureau 
of Standards for testing, research, and development of security equipment. 

The balance of $101,900, or 10.2 percent of estimate, includes: 

(1) $3,000 for 130 travel days at $23, to attend meetings of technical societies, 
and of industry and Government technical representatives in regions, to visit 
manufacturers’ plants to obtain technical information required in developing 
specifications and standards, and to visit military installations to coordinate 
item identifications. 

(2) $44,000 for printing specifications, standards, identification cards, and 
related documents. 

(3) $20,000 for purchase of identification cards for items cataloged by DOD. 

(4) $6,500 for equipment for new positions. 

(5) $28,400 for normal office expenses. 


Mr. Tuomas. This sum jumps considerably, $996,300 for 1957 
against $629,000 for 1956, an increase of $367,300. Employment of 
171.4 against 99.5. What is this: 


Standards of quality and other characteristics of common-use commodities 
are established by developing specifications covering quality, types, sizes, and 
varieties of items, and by qualified products lists, for mandatory use by Federal 
agencies. Production of 558 specifications in 1955 will increase to 600 in 1956 
and 680 in 1957 without increase in performance costs, by utilizing existing 
departmental, technical society, and industry standards and specifications. In- 
crease in 1957 provides for completion of identification begun on a small seale 
in 1956 of some 130,000 items in GSA supply system with numbering used in 
the Federal catalog system. 
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CATALOGING GSA SUPPLY ITEMS 


What is this for now; 


“In 1957 provides for completion of identification begun on a small sale in 1956 
of some 130,000-items in GSA supply system with numbering... .” 
How are you getting along with your cataloging ? 

Mr. MacLxop. Mr. Chairman, we are appropriated $213,300, in- 
cluding Pay Act supplemental, to catalog items which are included 
in our store system, direct delivery program, and in the Federal 
supply sc -hedule contracts. 

Mr. Tomas. How many thousand ? 

Mr. MacLeop. 130,000 total, of which we will complete 28,000 this 
year. 

Mr. Tuomas. That is just in your stores? 

Mr. MacLxop. Stores. direct delivery, and our Fedeal supply sched- 
ule contracts. We will complete 28,000 this year and are getting 
along very well on that production. 

Mr. Tuomas. You are ultimately working for 130,000? 

Mr. MacLeop. Yes. sir. 

Mr. Tuomas. At the end of 1957? 

Mr. MacLeop. Yes, sir. 

Mr. Tromas. How much have you spent to date? You have been 
in operation how long? 

Mr. MacLxop. Since last September. 

Mr. Tuomas. How much is it going to cost you to do this job? 
You have spent $1.2 million to do 28,000 items?” That is one-fourth 
of the items. What is it going to cost you ? 

Mr. MacLxop. We will spend $213,000 to do 28,000 items and 
$581.700 in 1957 to do the remainder of 102.000 items. 

Mr. Tuomas. No, you said at the end of 1957 you would have 28,000 
items fixed up. 

Mr. MacLxop. No, sir, 28,000 at the end of 1956; this current year. 
We are very well on that schedule. We have done over 10,000 items 
to date. 

Mr. THomas. How many are you going to do in 1957 then? 

Mr. MacLxop. The remaining 102,000 in GSA’s supply system. 

Mr. Tromas. 102.000 in 1957. What does that mean? You are 
going to do the whole thing for a couple of million dollars? 

Mr. MacLxop. The GSA items we are doing for $795,000. In this 
budget we are asking for $581,700 to do 102,000 items in 1957. 

Mr. Troomas. You have $581,700 out of your $996,300, is that 130,000 
items going to cover everything? 

Mr. Mack. It will cover stores stock items, supply schedule term 
contract items, and the definite quantity items we buy for agencies 
generally. It will not include items procured by civil agencies from 
sources other than GSA. 

Mr. Tromas. What coordination are you having with armed 
services? 

Mr. MacLxop. It is splendid. We are fully coordinated on all the 
policies and procedures. 

Mr. Tuomas. Are you going to have the same terminology in your 

catalog that they are going to have in their catalog for the same identi- 
cal item ? 
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Mr. MacLeop. Yes. 

Mr. Tuomas. They are interchangeable ¢ 

Mr. MacLeop. Yes, sir. 

Mr. Tuomas. Are you sure about it ¢ 

Mr. MacLrop. Positive. 

Mr. Tuomas. If you do that, you will save this Government a 
wagonload of money. It has never been done before. 

Mr. Yares. It hasn’t been done yet. 

Mr. Mansure. It is going to be done, though; it is on the way. 

Mr. MacLxopv. Mr. Chairman, on the items that we have identified 
thus far we have actually converted our store stock and catalog and 
we are working on our schedule items. The military requisitions for 
supply support are now coming in under those uniform numbers, the 
standard catalog numbers, so we are on the same team right now in 
many of the areas that we have completed. ‘That is subsistence, furni- 
ture, and general office supplies, which are included in our stores and 
in our scheduled contract items. 

Mr. Tuomas. Break down this $192,300 item for “Specifications 
promulgated.” What does this specifications promulgating crowd 
do? How many have you in there? You have a justification for 
38 people. 

You have $141,200 for interim specifications; 22 standardization 
projects, unit cost, $2,418. 

Mr. MacLrop. This request is for 59 people in specifications and 
standards, sir, and 133 people in cataloging. Average overall em- 
ployment for 1957 is 171.4. 

Mr. Tuomas. What do they do in specifications and standards? 

Mr. MacLxrop. We develop the Federal specifications, interim Fed- 
eral specifications and Federal standards, which are used in procure- 
ment by all Federal agencies. 

Mr. Tuomas. A highly important group. You can get your eye- 
teeth removed if you do not have your standards. How do they fit 
in with your testing group now ¢ 

Mr. MacLxov. Testing is under the Inspection Division. They test 
items received into our stores or procured through our other supply 
programs. 

Mr .THomas. That comes under your supply fund ¢ 

Mr. MacLxop. Some of it. 

Mr. THomas. Go ahead. What about your interim Federal speci- 
fications ? 

Mr. MacLrop. We develop interim specifications for immediate use 
without going through the full process of coordination, comments, 
and so on, in order to cut our engineering cost for development and 
to keep specifications current for more immediate requirements. 

Mr, Tuomas. What is the difference between specifications pro- 
mulgated and interim Federal specifications? You have two groups 
in here doing one and the same thing, have you not? 

Mr. MacLxop. The same technical staff work on both. They are 
both procurement specifications. The Federal Specifications are man- 
datory for use of all Federal agencies, interims are not as fully de- 
veloped as Federals and are immediate procurements. They are sub- 
sequently converted to Federals. 

Mr. Tuomas. Let us see your organization chart on these two items. 
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PERSONAL SERVICES 


Mr. MacLxop. The organization chart you have I believe shows the 
overall organization under supply standards. 

Mr. Tuomas. What does it do? How many people do you have 
doing it? 

Mr. Mack. Thirty-eight positions for specifications promulgated 
in both 1956 and 1957 

Mr. THomas. What do they do? 

Mr. Mack. They develop Federal specifications working with in- 
dustry groups and with the Government agencies. For interim Fed- 
eral specifications, we now have 13 positions and propose the same in 
1957. 

Mr. Tuomas. What dothey do? What is the difference ? 

Mr. Mack. This staff develops interim specifications largely with 
industrial standards organizations using industrial information to 
speed their use by the agencies. Conversions to regular Federals nor- 
mally follow in about a year. For standardization projects we propose 
the same 8 employees in 1957 as now. 

Mr. Tuomas. How many chiefs and how many Indians do you 
have in here? They are doing the same work. You cannot operate 
without one doing the other. ‘Tf you are going to come up here and 
promulgate some “standards you are certainly going to have the con- 
tact with the big boys, the big industrial people; are you not? That 
is where you get. most of your information from. Let us see your or- 

ganization breakdown of these two units? 

Mr. MacLegop. We have 1 Director, grade 15; 1 Deputy at grade 14; 
2 branch chiefs at grade 14; 5 Section “Chiefs at grade 13 in specifica- 
tions and standards and 4 at grade 13 in cataloging 

Mr. Tuomas. That is nine 13's. 

Mr. MacLxrop. We do not actually do the detailed development in 
every case, sir. We assign projects to the technicians in agencies. 
We work with industry so ) that GSA in effect, with its 59 positions in 
specifications and standards, is the manager of the technical program. 

Mr. Tuomas. These are bound to be high-grade people. They are 
bound to know what it is all about. You cannot go out and buy 
something without knowing how it is made and putting that in- 
formation on paper. You have to know the manufacturing end of 
that particular item, I presume. Is that not correct ? 

Mr. MacLeop. Yes. Each of these commodity men is a very highly 
experienced technician in his field. 

Mr. Tuomas. We are not complaining of the grades. Inexperienced 
people in this program would cost you money. So if you get experi- 
enced people you are going to have to pay them and certainly a good 
technician is not too available anyway. I was just wondering about 
your internal setup, if you have more than you need, and so forth 
and so on. 

Mr. Mack. We are going to increase production on specifications 
and standards in 1957 by 12 percent, but at no increased cost over 
this year. 





805 
CONTINUING ADVICE OF CONSULTANTS IN PROGRAM 


Mr. Tuomas. Do you consult with our friends from Food Fair and 
Sears, Roebuck—Mr. Klein and Mr. Kresl, on this program? There 
is where you really get your job done. What do they do about this? 
Do they work with you and advise with you on this? 

Mr. Mansure. Mr. Kresl has been so valuable to Sears they sent 
him over to Australia to open up a chain of stores over there. 

Mr. Tuomas. You were certainly lucky to get him the times you 
did. What about our friend, Mr. Klein ¢ 

Mr. Mansure. He was here this past month. 

Mr. Mack. He visited some of the regions with me just these past 
10 days. He is working with us and helping us a great deal. 

Mr. Tuomas. Men of that outstanding caliber in the merchandising 
tield—this is fundamental to them as well as to your stores operations. 


UNIFORM CATALOGING SYSTEM 


Mr. Yarers. I was under the impression that each of the branches 
of the Armed Services had separate ways of cataloging their items 
and separate ways of describing them. I gather the impression from 
what you said a few moments ago that having a joint catalog with 
the services means all the Services ¢ 

Mr. MacLrop. Yes. 

Mr. Yates. Are they making uniform all of their catalogs, in all 
of the branches? 

Mr. MacLeop. Yes. Single Federal catalog system. 

Mr. YAres. The millenium will have arrived if you do. 

Mr. MacLxeop. The difficulty is we are just starting to catch up 
with the military. They are pretty well along in their program and 
we are beginning to convert our items in consistence with their 
program. 

Mr. Tomas. Gentlemen, let us come back at 1 o’clock. 


AFTERNOON SESSION 
INSPECTION 


Mr. Tuomas. Mr. Reporter, put pages 128 and 129 in the record. 
(The justification is as follows :) 


OPERATING ExpEnses. FSS 


5. Inspection 





Average employment 
Amount |——— ee — 


4 
Departmental Field Total 


te 
1956 a a ) OAT $92, 500 | f 13 
Change. _- ; be ed» 0 | 


92, 500 | 
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HIGHLIGHT 


“Overall policies and procedures are developed for inspection of materials 
acquired under GSA’s five major procurement programs. Inspections and tests 
of Federal schedule items are made on a limited basis, as required” (from the 
budget for 1957). 


Summary of performance cost 


1955 | 1957 


) Inspections | $40, 962 | $50, 200 
) Tests 13, 043 7, 300 
Management | 28, 458 35 35, 000 


Total cost or estimate 82, 463 92, 92, 500 


JUSTIFICATION 


(a) Inspe clions 


1955 1956 


Units performed. __..__- i = ; 5, 010 5, 800 5, OO 
NO ips aries ee $8. 16 $8. 65 $8. 50 


Performance cost. --- ms ' 5 otk eek ee ote : $40, 962 | $50, 200 $50, 200 


Items supplied under Federal schedule contracts will continue to be inspected 
in 1956 and 1957 on a spot basis where deviations from specifications are 
suspected, as in 1955. Slight increase in inspection of contract items, particu- 
larly wood furniture, will occur in 1956 and be continued in 1957. 


(b) Tests 


Units performed 583 300 
Unit cost $22. 80 | $24. 30 | 


Performance cost ‘ $13, 043 $7, 300 


Laboratory tests are made on samples submitted by bidders prior to award 
of Federal schedule contracts and on control samples of material being delivered 
Workload in 1957 will be the same as 1956. 

(c) Management.—Basic inspection policies and procedures are developed to 
provide economical and adequate quality controls over materials acquired under 
the five major procurement programs of GSA, each financed from a different 
appropriation; collaborates with other agencies to provide maximum utiliza- 
tion of existing inspection facilities through interchange agreements to avoid 
duplicate visits to suppliers’ plants to greatest possible extent and to achieve 
greater uniformity in Federal inspection practices. 


Average employment. 5 


4 


v | 
Unit cost = ’ $6, 786 $7, 000 | 


$7, 000 


$35, 000 


Performance cost... __-.-- : $28, 458 $35, 000 | 
| | 


Performance is expressed in man-years as functions performed are not sus- 
ceptible to an overall work unit. The same number of positions are requested 
in 1957 as in 1956. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffing.—$78,800 for a total of 18 positions in 1957, same 
as 1956, distributed as follows : 


(a) Inspection 
h Tests 
c) Management... --- 


Total positions. 
Average employment. - 


Other objects.—$13,700, or 14.8 percent of estimate, includes: 

(1) $5,000 for travel by departmental personnel (25 days at $23) and by 
field inspectors (244 days at $18). 

(2) $1,000 for rental of vehicles from GSA motor pools, 

(3) $4,900 for tests by Government or commercial laboratories. 

(4) $2,800 for normal office expenses. 

Mr. Tuomas, Let us take a look at inspection here. 

Where are these people located / 

Mr. 'TEcKEMPYER. Hight in the field and five in the central office. 

Mr. ‘THomas. | know where the eight in the field are. What do 
these five employees in the District do ¢ 

Mr. ‘Trekemeyer. Coordinate inspection services of the Govern 
ment agencies and development of policy and procedures to be fol- 
lowed by all inspection services within our own organization. 

Mr. THomas. What is the difference between the type of personnel 
you have in the District of Columbia and the ones in the field ¢ 

Mr. ‘TeckemMEyeERr. ‘The ones in the field do actual inspection work. 

Mr. THomas. Mostly chemists ‘ 

Mr. ‘'TEcKEMEYER, One chemist and the rest are inspectors. 

Mr. THomas. You have one in each of your warehouses / 

Mr. Teckemeyer, Not these people; that is under the general supply 
fund program. 

Mr. Tomas, These are different people? 

Mr. ‘TeckeMryeER. Yes. 

Mr. THomas. Where are these located ¢ 

Mr. ‘TecKEMEYER. One inspector in New York, two in Washington, 
two in Chicago, two in San Francisco. 

Mr. THomas. What do they do that your regular people in the ware- 
houses do not do? 

Mr, TreckeMEYER. These people go into the plants that are produc- 
ing under Federal supply-schedule contracts and make inspections on 
that material. 

Mr. Tuomas. Before delivery ? 

Mr. TeckremMeyer. Before delivery; that is correct. 

At the present time we are witnessing the tests that are being made 
on automobile tires, both the laboratory tests and the road tests. 

Mr. THomas. Suppose they catch an error in construction and ma- 
terial. What do they do? 

Mr. Teckemeyer. It is rejected. 

Mr. THomas. You do not need people in the laboratory then if they 
do that complete a job. 

Mr. Teckemeyer. That is why we have only one chemist. He de- 
votes his time primarily to testing of bid samples requested by the 
purchasing office. 
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Supply MANAGEMENT 


Mr. THomas. Mr. Reporter, put pages 131 and 132 in at this point. 
(The appropriate justification pages follow :) 


OPERATING ExpENSEs, FSS 


6. Supply management 


Average employment 


Amount . 
Departmental Field | Total 





| 
. . $125, 300 
Change. -- +82 7 


1957 es Aa ee 208, 000 | 





HIGHLIGHT 


“Policies and procedures are developed to improve management of supplies 
and equipment by civilian agencies. Supply surveys of agencies will be coordi- 
nated by resident specialists to help with supply problems as they arise.” (From 
the Budget for 1957.) 

During 1955, improvements installed as result of survey procedure produced 
measurable economies of $2,668,000, including utilization of excessive inventories, 
space savings, transportation savings, and personnel reductions. In addition, 
there were intangible benefits of increased efficiency, economy, and service. 
Installation of improvements as a result of surveys already completed and to 
be completed in 1956 are expected to produce economies of $3 million in 1956. 

Method of operation will be realined in 1957 with emphasis on improved prac- 
tices rather than on correction of faults. Forecast of economies to accrue in 
1957 under new method of operation cannot be made at this time, but is expected 
to exceed 1956. 


Summary of performance cost 


1956 1957 


ee aie a cam ; . | 


(a) Civilian agency liaison al ecinct $32, 004 | $38, 133 | $87, 000 
(6) Surveys and management standards , 0O8 87, 167 | 121, 000 


208, 000 


Total cost or estimate ; 102, 012 | 25, 300 | 


JUSTIFICATION 
(a) Civilian agency liaison 
1955 
Average employment (man-years) 
a a elie ee 


Performance cost... ghisgitCexpedhbatdeéntat ates ‘ebay se 





Liaison with executive agencies relative to personal property management will 
be maintained on continuing and simultaneous basis in all agencies. Agencies 
have been put into 6 groups, varying from 5 to 7 per group, and a supply specialist 
will be assigned to each group. (See exhibit A which follows.) Primary em- 
phasis is placed on establishment and maintenance of effective supply manage- 
ment and direction within each agency. 

Improvements will be initiated in supply management simultaneously by all 
agencies in procurement and distribution assignments, inventory levels, stock 
control, purchasing, utilization, disposal, and inspection. 

Increase requested for 1957 is largely to provide for full-time assignment of 
supply specialists to six groups of agencies. 





lies 
rdi- 
rom 


ced 
‘ies, 
ion, 
ice. 
L to 


rac- 


» in 
‘ted 


7, 000 
1, 000 


8, 000 


809 


(b) Surveys and management standards 


1955 


| 





Average employment (man-years) - ......--- _ 8. 5 10 13.7 
Unit cost....--. « satel saa Mids = bdeden $8, 236 $8, 717 $8, 832 


Performance cost hs $70, 008 $87, 167 $121, 000 





Surveys of personal property and personal property management of civilian 
agencies are conducted on commodity, area, or functional basis for purpose of: 

(1) Obtaining requirements for specific commodities and nonpersonal services 
on a nationwide basis to determine appropriate method of supply. 

(2) Determining commodities which lend themselves to centralized procure- 
ment and/or distribution and making recommendations as to agency to which 
assignment should be made. 

(3) Determining need for area purchasing oflices and/or secondary distribu- 
tion points to service all Federal agencies within a specific geographical area, 

Governmentwide policies, standards, and procedures relating to personal- 
property management are developed and recommended. Governmentwide re- 
ports on personal property are prescribed, reports evaluated, and necessary data 
compiled. Inventory and procurement reports submitted by other agencies are 
reviewed and evaluated, and conclusions or recommendations furnished to 
Budget Bureau for use in connection with agencies appropriation requests (ini- 
tiated in 1956 and included for first time in 1957 budget). 

Proposed regulatory material is reviewed to determine effect upon other execu- 
tive agencies. Proposed projects of all divisions of FSS are reviewed to deter- 
inine relationship to overall objectives and relative importance in accomplishing 
these objectives. 

Special surveys on supply procedures are also conducted as required. 

Amount requested for 1957 is to increase coverage of field installations of 
other agencies. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 

Personal services and staffing.—$188,100 for average employment of 23.7 in 1957, 
an increase of 9.2 over 1956 to assume responsibility of agency reports of inven- 
tory and procurement, and provide personnel necessary for minimum coverage 
of agencies’ supply activities necessary to assure efficient operation. 

Other objects.—$19,900, or 9.5 percent of estimate, includes: 

(1) $13,000 for 18 employees in travel status for average of 31 days at $23 to 
extend surveys to field installations of other agencies. 

(2) $6,900 for normal office expenses. 

Mr. Tuomas. Supply management, 23.7 man-years, an increase of 
about 10 positions this year over last year, an increase of $82,700, with 
a total cost of $208,000. 

“Policies and procedures are developed to improve management of 
supplies and equipment by civilian agencies. Supply surveys of agen- 
cies will be coordinated by resident specialists to help with supply 
problems as they arise.” 

That is from the budget for 1957. What does this group do? 

Mr. Lerrer. Up to this year they concentrated entirely on making 
surveys, agency by agency, on a periodic cycle basis. 

Mr. Tuomas, What kind? 

_ Mr. Lerper. All phases of supply operations of agencies, including 
inventory levels, and all the rest. This program contemplates that 
we would assign individuals to a group of agencies so that we would 
be covering all the major agencies simultaneously to effect improve- 
ment in all aspects of supply at the same time. 

Mr. Tuomas. How do you justify your existence? What do you 


save by it? What do you do? 
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What is the net result of the survey after vou make it ¢ 

Mr. Leerer. It improves supply management practices, discloses 
and flushes out excess inventories. Last year the activity produced 
savings of $2.6 million. 

Mr. Tuomas. Can you put your finger on it 

“Agencies have been put into 6 groups, varying from 5 to 7 per 
group, and a supply specialist will be assigned to each group. 

Mr. Leerrer. Analysis of the inventory reports that we get each year 
has_ constantly reflected that around 98 or 99 percent “of the total 
civilian agencies investinent in inventories rests in 13 agencies. 

Mr. Tuomas. You do not have very much justification in my book 
here. Tell us what you have done and how much you are going to 
save and we will give you every opportunity to put your best. foot 
forward. We will not check you too hard. 


SAVINGS IN 1955 


Mr. Leerer. During 1955 we reflect savings of $2,668,000 as a result 
of the surveys made prior to that time. 

Mr. Tuomas. How do you arrive at your figure of $214 million ? 

Mr. Lxevrr. In the Civil Aeronautics Administration, we picked 
up $1,622,000 in inventories that were identified and brought to light 
for use within the agency. 

Mr. Tuomas. In CAA? 

Mr. Leeper. Yes, sir. In the Office of the Secretary, stockroom, 
$3,000; Bureau of Public Roads, $5,700; then we flushed out $221,000 
in CAA excesses which were handled by transfer for utilization by 
other agencies. 

We have figures showing for each of the agencies of the Department 
of Commerce the volume of excess reported as the result of the surveys. 

Mr. THomas. What are you working on now, Commerce? 

Mr. Leeper. All of these figures that ‘Tam reading now result from 
survey of Commerce. 

Mr. Tuomas. Get over to Maritime Administration in Commerce. 

Mr. Leeper. Yes, sir. 

Mr. Tuomas. What did you find there? 


EXEMPTIONS FROM GSA PROPERTY MANAGEMENT 


Mr. Leerer. Well, in the first place, the reserve fleet, and the standby 
inventory for purposes of the reserve fleet, are exempt from GSA 
under Public Law 152. 

Mr. Tuomas. Wait a minute. 

How does that law read, the one that you operate under? 

Mr. Lrerer. Public Law 152, the general exemption for the mari- 
time fleet. However, we have every right to go in and study their 
administrative supply operations. 

Mr. Tuomas, That is under your basic act? 

Mr. Leeper. Yes, sir. 

Mr. Tuomas. What agencies are exempt, Maritime Administration 
and what other ones? 

Mr. Leerer. TVA and Atomic Energy also would be included in 
the agencies exempted. 
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Mr. Tuomas. For what good reason should the legislative committee 
exempt the Maritime Administration ? 

Mr. Lerrer, Let me hasten to make the point that we did go in. 
Maritime raised no objection. They were glad to have us come in 
— study their operations. They did not agree at the conclusion 

f the survey that they had excesses in the standby inventory, but 
we discovered later on, as a matter of fact as of the last June 30 in- 
ventory report, that they had reported sizable quantities of that 
material excess, 

Upon inquiry, they admitted freely to us that it was because we 
had flushed it out. 

Mr. Tuomas. You go down to the New Orleans warehouse of 
Maritime and you will find some more. Tfave you been to that one ¢ 
Mr. Leeper. No, sir; we have been primarily on the west coast. 

Mr. Tuomas. Which one on the west coast, Wilmington ? 

Mr. Leerer. Yes, sir. It was a matter primarily of determining a 
base against which to maintain these stocks. 


AGENCIES BEING SURVEYED 


Mr. Triomas. What other agencies now ¢ 

Mr. Lreerer. We are working right now in Agriculture. The De 
partment of Commerce ts the only agency that we show major econ- 
omies for during fiscal 1955. 

Mr. Tuomas. What major agencies during fiscal year 1956? 

Mr. Leever. During fiscal year 1956 we picked up some more sas 
ings in the Department of Commerce that did not take place during 
1955 through the implementation of our survey recommendation, 
some in the Department of Health, Education, and Welfare in the 
nature of excess inventories, and some in the Bureau of Standards. 

You see, sir, with a small staff of the size that we operate with, it 
takes a long while to complete the study of the operations of one of 
these large agencies. 

We are now working in Agriculture. 

Mr. Trroomas. What is going to be your workload for the fiscal year 
1957? You are hopping your expenses up $82,700, 


CHANGE IN METHOD OF OPERATION 


Mr. Lerrer. This increase, as I mentioned a moment ago, stems 
from a rather different approach to the problem. At present we only 
have current figures of agencies that have just been surveyed and 
when we need inform: ation across the board, we have no current data 
from other agencies and have to go out and try to get it on a quickie 
or crash basis. 

Under this new arrangement, we will have approximately 10 men 
assigned to these resident groups, which are so arranged that the 
liajor agencies in terms of supply investment will be served and we 
will a able to study, understand, and improve their operations. 

Mr. Tuomas. You give me a lot of words but you can cut that down 
considerably if you will tell me what agencies you are going to look 
at in 1957, 

Mr. Lerver. In 1957, sir, we will start with the new program of 
resident specialists serving the group of agencies shown on page 133. 

Mr. Tuomas. All right. 
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Mr. Leerer. We would start with a man, for example, a man in 
group 1 who would devote practically all of his time in the Veterans’ 
Administration and the Department of Health, Education, and Wel- 
fare. Those two are grouped together because of similarity of the 
programs. 

Mr. Tuomas. Group 2. 

Mr. Leerer. Using group 1 still as an example, after he became 
familiar with the operation, if there appeared to be a need for a de- 
tailed study, savings to be involved, then he would call upon our 
survey team who would go in and conduct substantially the same kind 
of survey that we have been conducting heretofore. 

Mr. THomas. You mean he will get this valuable information by 
looking over their records? 

Mr. Leeper. The only way we can get information that will back 
up our recommendations, Mr. Chairman, is to have the facts. 

Mr. Tuomas. Inventory accounts then ? 

Mr. Leeper. The stock record analyses and analyses of the purchase 
orders placed, and that type of thing. 

We would do substantially the same thing right on down through 
these groups. 

Mr. Tomas. TVA is exempt, Housing and Home Finance Agency 
is also exempt in group 2, are they not ? 

Mr. Leerer. The administrative part of the programs are not 
exempt; no, sir. The supplies used for the administration of the 
agency are not exempt. It would be the commodities that are pro- 
duced that would be exempt from our survey, such as fertilizer and 
materials of that type. 

Mr. Tuomas. Group 4 is the Post Office, Department of Commerce, 
which you already have been working on, the Interstate Commerce 
Commission, the Department of Labor, the United States Tax Court. 

You will not get much out of the Tax Court. That isa small agency. 

Mr. Lerrer. You will not get very much, Mr. Chairman, in the way 
of savings in inventory, exc ept. from 13 of the agencies listed, and they 
are in each case the first 2 or 3 in each group. Impr oved supply prac- 
tices will, however, result in all agencies served. This is important. 

Mr. THomas. Mr. Reporter, let us insert page 133 in the record. 

(The page referred to follows :) 


Exuipit A 
CIVILIAN AGENCY LIAISON 


SCHEDULE OF ASSIGN MENTS 
Group I: 
1. Veterans’ Administration 
2. Department of Health, Education, and Welfare 
3. Civil Service Commission 
. Export-Import Bank 
5. Securities and Exchange Commission 
Group II: 
. Department of Interior 
2. Tennessee Valley Authority 
. Housing and Home Finance Agency 
. National Labor Relations Board 
5. Federal Power Commission 
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Group UI: 
1. Atomic Energy Commission 
2. National Advisory Committee for Aeronautics 
3. Federal Trade Commission 
4. Federal Mediation and Conciliation Service 
. Railroad Retirement Board 
Group IV: 
1. Post Office Department 
2. Department of Commerce 
3. Interstate Commerce Commission 
. Department of Labor 
5. United States Tax Court 
3. United States Tariff Commission 
. Civil Aeronautics Board 
Group V: 
. Department of State 
2. United States Information Agency 
3. Department of Justice 
4. General Services Administration 
5. Executive Office of the President 
6. Federal Civil Defense Administration 
Group VI: 
. Department of Agriculture 
. Treasury Department 
3. Smithsonian Institution 
. Selective Service System 
. Federal Communications Commission 
3. International Boundary and Water Commission 
Farm Credit Administration 


. Mack. There is an important point I would like to make. 
Right now we are following the approach of making surveys with 


the small group that we have that would take us 6 to 7 years to survey 
the civilian agencies once, because we have to put our entire organiza- 
tion into a big department like Commerce to make that survey. 

Under this new approach, we are planning to keep on top of the job 
continuously by having men working cur rently with specified assigned 
agencies. That is about the same approach that G AO follows. 

Mr. Tuomas. Have you worked on the Veterans’ Administration 
vet ¢ 

Mr. Leerer. Not for a number of years. 

Mr. Tuomas. When was the last time 4 

Mr. Leerer. Before I came with the agency, I believe it was in 1951. 

Mr. Tuomas. They keep on hand in the warehouses and the various 
installations currently about $25 million worth of drugs and keep them 
in the warehouse and in excess of that amount in supplies and mate- 
rials. So they keep an inventory in excess of $50 million. 

That ought to be a pretty fertile field to swap ideas with them. 

Mr. Leerer. That is correct, sir, and this approach would open up 
some new possibilities in that we would have a better device by which 
we can determine items that should be stocked in GSA, perhaps. 


AUTHORITY TO ENFORCE DECLARATIONS OF EXCESS SUPPLIES 


Mr. Tuomas. Do you have authority to walk into the Veterans’ 
Administration or Commerce or any other agency, and if you find they 
have X item and do not need it, to declare it F surplus and get rid of it? 

Mr. Leerer. We do that in each case. 

Mr. Tuomas. I say, Do you have authority under the act ? 

Mr. Leeper. I do not know that we can force them to declare ex- 
cesses. 
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Mr. Tuomas. Will you read that authority in the record at this 
point. ; 

We are not complaining if you have it. 

Mr. Mansvure. We do not have that authority. 

Mr. Exniorr. We have authority to make surveys and recommenda 
tions. 

Mr. Tuomas. That is about all. 

If they want to disregard your recommendations, that is it. 

Do you have authority to go on their property in case they do not 
want you to inspect them and make a survey ¢ 

Mr. Exazorr. Yes, sir; that is in section 206 of our act. 

Mr. Tomas. I imagine they will be glad to cooperate with you, and 
when you find something they will be glad to listen to you provided you 
agree with them. 

Mr. Mepiry. This is one particular area where the reports of our 
examinations are made to the Bureau of the Budget, so that if any of 
the agencies have stocks in excess of the proper level, then the Bureau 
of the Budget asks them the $64 question at the time of their hearing. 

Mr. Yares. Do you handle real estate ? 

Mr. Meptry. Yes, sir. 

Mr. Yarrs. Do you let the Bureau of the Budget do your heavy work 
for you? 

Mr. Mansure. Real estate is a little bit easier to defend. They all 
get justifications for why they need real estate. 


SerRvicE ADMINISTRATION 


Mr. Tuomas. We will insert page 135 in the record, Mr. Reporter. 
(The appropriate justification follows :) 


OPERATING EXPpENSEs, FSS 


Service administration 


Average employment 
Amount 


Departmental | Field Total 


1956 $400, 600 9.0 ” 9 
Change 0 


| 


1957 100, 600 


HIGHLIGHTS 


“General supervision over all programs assigned to Federal Supply Service is 
provided” (from the budget for 1957). 

Supervision is provided in the central office by the Commissioner of Federal 
Supply and his deputy, assisted by the staff of an administrative officer, and in 
the field by a deputy regional director for FSS in each of the 10 regions. Cost 
of penalty mail for all OE, FSS programs is provided. 


1957 
. : | ! 
General supervision. _- $340, 300 $340, 300 
Penalty mail costs 10, 300 60, 300 


Total : 5 383, ! 400, 600 400, 600 





815 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE “ACTIVITY DATA SHEET"’) 


Personal services and stafing.—S$309,200. Provides for continuation of 1956 
evel, distributed as follows: 


Central office 
Kegional offices 


Total positions... 


Average employment 
| 

Other objects.—$91,400, of Which $60,300 is for penalty mail costs, an increase 
of $5,560 over 1955 for mailing excess property cireularizations under expanded 
utilization and disposal programs. 

The balance of $31,100, or 7.8 percent of estimate, includes : 

(1) $8,100 for travel based on 324 days at $25. 

(2) $2,200 to assist in financing Government Patents Board, 

(3) $5,200 to finance 20 security investigations at average of $260. 

(4) $15,600 for normal office expenses. 


Mr. Tuomas. You have 39 jobs for 1957 against the same number 
for 1956. 

Your dollar amount is the same, $400,600. 

W hat does this division do ¢ 

General supervision over all programs assigned to Federal Supply Service is 
provided, 


That is the extract from the budget. 
Other objects, $91,400, of which $60,000 is for penalty mail. You 


are doing a lot of letter writing. 

Are you sending out bills to your customers ? 

Mr. Mansure. That is penalty mail for all activities under this 
appropriation. 

Mr. Tromas. Then you have $8,100 for travel, $5,200 to finance 
security investigations at an average of $260, 


SECURITY INVESTIGATIONS 


Why such a high percentage of security investigations, 20 out of 
your 39? 

Mr. Mack. The investigations are for the entire Federal Supply 
service. 

Mr. Tuomas. How many people do you have in the Federal Supply 
Service now 4 

Mr. Mack. We have 345 now in the department. 

Mr. Tuomas. How many in the field ? 

Mr. Mack. And 1,712 in the field. 

Mr. Titomas. This takes care of investigations for Operating Ex 
penses, F'SS and also the general supply fund itself? 

Mr. Kina. Yes. 

Mr. Tuomas. The total is what / 

You gave the figures; what is the total ? 

Mr. Mack. 2,057. 
_ Mr. 'THomas. You mean to say that out of this you have security 
investigations for 20. | 
— Mr. Kina. For most of the employees, Mr. Chairman, a securits 
investivation is not required, 
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Mr. Tuomas. This is a full field investigation for $260. 

Mr. Kina. Yes, sir. 

Mr. Tuomas. Who is doing it, FBI or Civil Service ¢ 

Mr. Kine. Civil Service. 

Mr. Tuomas. Is this a complete field examination ? 

Mr. Cieary. That is complete. 

Mr. Tuomas (reading) : 

Supervision is provided in the central office by the Commissioner of Federal 
Supply, assisted by the staff and administrative officer, and in the field by a 
deputy regional director for FSS in each of the 10 regions. 

Mr. Mack. That is correct. 

Mr. Tuomas. Let us look at “Administrative operations.” 


ADMINISTRATIVE OPERATIONS 


Mr. Reporter, insert page 137 in the record. 
(The appropriate justification page follows :) 


OPERATING EXPENSES, FSS 


8. Administrative operations 
Amount 


DN sie eas ith apa iain aed ; $422, 800 
Change__--_- : Died aoc tanehebaae erin ts iu od +55, 200 


1957 See : 478, 000 
HIGHLIGHT 


“Financial, administrative, legal, compliance, and information services required 
to support this program are provided by the integrated staff organization of GSA. 
Increase in 1957 reflects increased workload due to expansion of program opera- 
tions” (from the budget for 1957). 

Sased on workloads which will be generated by personal property management 
programs of Federal Supply Service proposed for 1957, it is estimated that admin- 
istrative operations will cost $478,000, or 11.9 percent of $4,028,000 requested for 
1957. This is a reduction from 12.5 percent ratio in 1956. Estimate is based on 
anticipated lower cost ratio for additional volume of work. 

It should be noted that amounts shown for financial services include cost of a 
special activity which provides at an estimated cost of $90,200 for 1957: (1) 
Development and promulgation of property accounting principles; (2) Develop- 
ment and installation of property accounting systems for executive agencies, and 
(3) Participation in Governmentwide projects under the joint program for 
improving accounting in the Federal Government, particularly those dealing with 
simplification of financial aspects of procurement practices. 


1956 | 
| 


Distribution of cost by subactivity: 
(a) Financial services ; ~ ; 462 | $251, 400 | $280, 500 
(5) Administrative services a dink’ BS , 217 | 90, 200 108, 500 
(c) Legal services = he choice ae : 3, 200 | 71, 800 78, 900 
(d) Compliance services : bad— d82504 , 300 | 8, 000 8, 300 
(e) Information ; a. : ie cleared : , 500 | 1, 400 | 1, 800 


Total cost or estimate ~ ¢ 679 422, 800 478, 000 
Distribution of costs: | : 

Departmental 244, 461 | 319, 400 358, 700 

Regional ; uicelidiees | 25, 21! 103, 400 | 119, 300 


Distribution of average employment 
Departmental - - -- , ie 31. 39.2 | 43.7 
Regional eee » ‘. x é acai noe 20.7 16.9 19. 0 


Total_. ; ; — a —— 51. 56, 1 62.7 
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Increase of $55,200 reflects: 
(1) Additional workloads in accounting operations generated by $601,000 pro 
gram increase, $10,400. 
(2) Acceleration of external property accounting program, $17,900. 
(3) Provision for adequate recruitment, training, and classification necessi 
tated by increased employment, $6,100. 
(4) Additional office services for increased employment, $6,700. 
(5) Additional legal services required by expansion of programs, $7,100. 
(6) Balance of increase, $7,000, will provide for minimum adequate service in 
1) other staff functions. 


Workload for principal functions 


1955 


Financial services: 
Employees payrolled_............... ; 306 492 HOS 
Vouchers processed - - . . - - - pabalaiee | 5, 528 | 5, 700 6, 200 
Administrative services: 
Personnel—employees serviced oi 306 | 492 603 
Ratio to employees engaged in pe srsonnel work - 1 to 264 1 to 234 | 1 to 195 


_~ 


Mr. Tuomas. An increase of $55,200, making a total of $478,000 
this year, with a total employment of 62.7 man-years against 56.1. 
We have— 

Financial, administrative, legal, compliance, and information services, which 
are required to support this program are provided by integrated staff organiza 
tion of GSA. Increase in 1957 reflects increased workload due to expansion of 
program operations. 

Allright, Mr. Medley, what about all this? 

Mr. Mer. ey. Of the increase of $55,200, $10,400 is additional work 
load in accounting operations, $17,900 is for external property ac 
ounting to help Mr. Leeper in his supply management surveys. We 
vork with him and the General Accounting Office on them. 

‘Too, $6, 100 is an increase In personne ‘| costs, $6,700 is office services, 
47,100 is for legal services, and the remainder of $7,000 is for other 
miscellaneous purposes. 

Mr. Tuomas. Is this part of your general language? 

Mr. Mep.tey. Yes, sir. 

Mr. Tuomas. How does this differ now from the item we just went 
nto there for service administration 4 

Mr. Meptery. This is the staff, so-called statf costs, budget, account- 
ing, legal 


NISTINCTION BETWEEN SERVICE ADMINISTRATION AND ADMINISTRATIVI 
OPERATIONS 


Mr. Tuomas. The same dollarwise; one is $400,000 and the other is 
$478,000. This is the technical service, legal, accounting, budget, and 
personnel ¢ 

Mr. Meptey. That is right. 

Mr. Tuomas. What are the other functions of service administra- 
tion ¢ 

Mr. Meptey. That is the general supervision of Federal Supply 
Service by the Commissioner and the deputy regional directors in the 


Held 
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Mr. Tuomas. One is strictly a managerial service and the other is a 
technical service—legal, personnel, accounting, financial, and what 
not ¢ 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. You cannot run a shop without having services. 

Mr. Mrepiey. That is right, sir. 

Mr. Tuomas. Do you know a w ay in which we can reduce this every 
year? Can we reverse this trend ? 

Mr. Meptey. Mr. Chairman, percentagewise it has not gone up. 
Actually, it is coming down in relation to total cost, and I might say 
that one thing we are doing, and which will improve our operations, 
is mechanizing our accounting operations, which, agencywide, will 
save us $200,000 per year when fully implemented. 

Mr. Tomas. I notice you set out some good savings and the one that 
I remember the best is that personnel workload costs dropped from 
what is it ? 

Mr. Mepiny. I think what you have reference to, Mr. Chairman, is 
the fact that in the regular appropriation bill they authorized a ratio 
of 1 personnel employee to every 135 employees. 

In some areas we are operating at a ratio from 1 to 200, and in other 
places 1 to 190, 

Mr. Tuomas. That is pretty good. 

Mr. Mepiry. The overall ratio which is included in the budget 
1 to 158, which is considerably better than the limitation in the law. 

Mr. Tromas. What about thjs legal service ¢ 

I see the judge sitting over there not saying a word. You hiked 
him from $71,800 to $71,900. That is not much of an increase fo: 
lawyers. 

Mr. Meptey. We think that the estimate in the budget for legal 
services 1s modest. 


EXPENSES, GENERAL SupPLY FuNp 
Program and financing 


1955 actual | 1956 estimate | 1957 estimat: 


‘am by activities: 
Stores operations $4, 174, 829 | $4, 449, 800 | 
Direct order purchasing 2, 522, 283 , 793, 300 | 
Snace and related costs 2, 626, 76 2, 933, 700 

. Direct order inspection 5O8, 683, 100 | 
Equipment maintenance 23, 05: 72 700 


(ay 


Administrative operations 2, 590, 2: 2, 745, 200 
Total obligations : see 2, 546, 002 3, 677, 800 


Financing: 
Comparative transfers from other accounts 9, O67 37, 200 | 
Unobligated balance transferred from ‘Defense public 
works, community facilities, General Services Adminis- 
tration’’ (69 Stat. 32) 200, 000 
Unobligated balance no longer available ; 26, 865 


Appropriation 2, 183, 800 13, 000, 000 
Proposed supplemental due to pay increases - 640, 600 








$19 
Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1057 estimate 


Potal number of permanent positions + ‘ . 1, 337 , 484 1, 880 
Full-time equivalent of all other positions 4 | 15 23 
Average number of all employees 1, 282 | , 437 1, 785 
Number of employees at end of year 1, 481 170 l 


Average salaries and grades 
General schedule grades: | 
Average salary $4, 25 = $4, 520 
Average grade § iS-f GS-54 
Ungraded positions: Average salary 3, 73 BS, $38,813 


Personal services: | 
Permanent positions 300 a) $7, 679, 900 
Positions other than permanent 257,014 , RY, 500 
Regular pay above 52-week base 20, 764 
Payment above basic rates 334 2, 2, 000 


Total personal services... | 5, 740, 412 | ’ 7,771, 400 
Travel 44, 182 : 110. 000 
Transportation of things 206, 752 27 347, 000 
Communication services , in ‘ 153, 700 
Rents and utility services 2, 287,014 | 2, 712, 700 
Printing and reproduction } , 822 243, 200, 500 
Other contractual services , 023, 162 , 472, 137, 000 

Payment to ‘‘Administrative operations fund, General 
Services Administration” 2, 590, 238 2, 745, 3, 144, 000 
Services performed by other agencies 40,751 | 57, 65, 100 
Supplies and materials ‘ 3, 261, 400 
Equipment 7, 522 26, 400 
Lands and structures ii 
Refunds, awards, and indemnities A : 3. 000 
Taxes and assessments Re 11, 000 


Total obligations 12, 546, 002 3, ; 5, $44, 000 


Budget authorizations, expenditures and balances 


1955 actual 1956 estimate timate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation | $12, 183, 800 $13, 000 15, 344, 000 
Proposed supplemental due to pay increases | 600) 

nobligated balance transferred from ‘Defense publie works, | 

community facilities, General Services Administration’ (69 

Stat. 32) | 000 

bligated balance brought forward , 133, S* 1 


Total budget authorizations available 3, 517, 61 
EXPENDITURES AND BALANCES 


Expenditures | | 
Out of current authorizations 276, 773 | 2, 276, 220), OOO 
Out of anticipated supplemental appropriation : 26, 100 
Out of prior authorizations 7 , GOO 


Total expenditures 2, 376, 3, 676, 000, 000 
ilance no longer available 
Unobligated (expiring for obligation) 
Other 
bligated balance carried forward 
l'otal expenditures and balances 


Mr. Tuomas. Mr. Reporter, will you insert the table on pages 143, 
144, and 146% 


(The appropriate justification page follows :) 
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EXxPpreNSES, GENERAL SUPPLY FUND 
Summary reconciliation of 1957 estimate to 1956 funds 


1956 appropriation in annual act $12, 000, 000 
1956 appropriation in supplemental act 1, 000, 000 
Proposed supplemental due to Public Law 94 640, 600 
Comparative transfers from “Administrative operations” 37, 200 
Total new obligational authority for 1956___-. 13, 677, 800 
Decreases in 1957: 
Elimination of interagency motor-pool supervision... $57, 900 
Economies from simplified supply operations______-— 544, 900 
Reduction in nonrecurring costs__..-..-._________ 264, 000 
Reduction in leased space due to move of 4 depots__ 818, 000 
1, 684, 800 
Increases in 1957: 
Increasing inspection coverage of nonstores pur- 
a ee aa Bae $51, SOO 
Handling increase in sales of stores items from 
$86.5 million to $115 million 2, 877, 500 
Additional warehouse space for increased inven- 
it leh 421, 
ee 3, 351, 000 


Total estimate for 1957 ; 15, 344, 000 


Analysis by activities 


1956 


5 RT I ai aiio tern cers trative awn canine ; $4, 449, 800 | +$1, 350, 200 | $5, 800, 000 
2. Direct order purchasing_-.__-- : =: aoe es r 2, 793, 300 +401, 500 } 3, 194, 800 
3. Space and related costs: 

(a) Recurring operations.............-.-.-...-------.--| 2,633,700 |  —396,300| 2,287,400 

(b) Nonrecurring costs._...............---- pee onan 300, 000 — 264, 000 | 36, 000 

. Direct order inspection__..._.._....-_- a 683, 100 +233, 900 | 917, 000 
. Equipment maintenance- 72, 700 — 57,090 | 14, 800 
2, 745, 200 +398, 800 3, 144, 000 


. | 13, 677, 800 +1, 666, 200 | 15, 344, 00+ 





_. $13, 087, 200 
640, 600 


13, 677, 800 
+1, 666, 200 


15, 344, 000 
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GENERAL STATEMENT 


“This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities and services are sold to agencies (1) 
from supply depot stocks or (2) by direct delivery from suppliers, whichever 
is more economical. Cost of commodities and services, including interagency 
motor-pool services, is initially financed from the general supply fund, subject to 
reimbursement by ordering agencies. ‘Total sales for 1957 are programed at 
$203 million as compared to $169 million for 1956 and $149 million in 1955 
Increases largely result from expanded military supply support programs, in 
which military bases are authorized to make greater use of GSA stores and 
direct delivery facilities for common-use items.” (From the budget for 1957.) 

Sales and services under GSF to Government agencies include (1) stores items 
purchased and stocked in 12 supply depots and issued upon requisition to agencies ; 
(2) nonstores items and stores items ordered in sufficient volume, for which 
purchase is made by GSA for direct delivery to ordering agencies; and (3) 
services of automotive, furniture, and typewriter shops, and motor-equipment 
pools, 

Operations for both 1956 and 1957 are based on simplified supply plan developed 
during latter part of 1955. This includes (1) establishment of national buying 
organization on July 1, 1955, (2) simplified reorder procedures, (3) maximum 
use of forward-buying contracts, (4) rewarehousing of stocks into commodity 
departments, and (5) use of combination requisition-order filling-invoice form 
For purpose of comparability, 1955 data has been adjusted to conform with 
organizational changes under new plan. 

On overall basis, improvements expected to progressively accrue as plan de 
velops in 1956, are estimated to keep unit costs below 1955 level, notwithstanding 
annualization of pay increases effective part year only in 1955. Further improve 
ments are reflected in unit cost for stores items in 1957. Included are substantia! 
reductions in space and related costs based on plans to move several supply 
depots to nearby Government-owned facilities at annual savings in rent after 
occupancy of over $800,000. 

Additional funds may have to be provided for nonrecurring moving and al 
teration costs or for rents if plans to utilize Government-owned space fail to 
materialize after negotiations with holding agencies are concluded. Slight 
increase in nonstores unit cost in 1957 due to increased coverage of inspection 
activity, discussed in greater detail under “4. Direct order inspection,” 

Sales of stores items expected to increase from $86.5 million in 1956 to $115 
million in 1957. Increase of $28.5 million principally for further implementing 
DOD supply support program. Sales of nonstores items are expected to continue 
at about 1956 level. No provision is made for additional purchase assignments 
from DOD for nonstores items. However, if incoming orders from DOD continue 
at the current rate, it will be necessary to request additional operating funds 
for both 1956 and 1957. 

Sales volumes and cost data follow : 
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EXPENSES, GENERAL SuppLty FuND 


Sales volume and cost data, 1955-57 


1955 actual | 1956 estimate 1957 estimate 


(a) Store items (dollars in millions): 
Depot stocks 
Fuel yard 
Other 


Total workload (dollars in millions) 
Military agencies ‘ lle : §2.£ 
Civilian agencies cade 3 34.0 34. 6 


Unit cost (per $100 of sales): 
Operating expenses 7 .f 10. 62 | 9.99 
Space and related costs ' 3. 1f 3.05 1.95 


Total cost (per $100 of sales) _...- : 3.7 13. 67 11. 94 


Performance costs 
Operating expenses ; 8, 498, 697 | 9, 188, 100 , 493, 300 
Space and related costs ih ; 2, 563, 450 2, 633, 700 2, 237, 400 


Total performance costs Z ‘ ss 11, 062, 147 11, 821, 800 3, 730, 700 
By activities__-_- =e - cit oe 11, 062, 147 11, 821, 800 | 3, 730, 700 


1. Stores operations ‘ ; . , 174, 829 | 4, 449, 800 | 5, 800, 000 
2. Direct order purchasing an , 681, 755 | 1, 784, 100 , 179, 800 
3. Space and related costs So i 5 563, 450 2, 633, 700 2, 237, 400 
4. Direct order inspection : pa a 419, 689 | 549, 400 731, 100 
5. Administrative operations : 22, 42 2, 404, 800 | , 782, 400 


Nonstore items: 
Total workload (dollars in millions)._...-- , i. 74.2 


Military agencies . ‘ : | 24.9 | 
Civilian agencies . bil se 9.3 49.3 | 


Unit cost (per $100 of sales eee 2.10 2.00 
Performance costs ; Jaadn , 297, 492 1, 483, 300 > 
y activities____- oe i f : _— = es , 297, 492 1, 483, 300 , 562, 500 


2. Direct order purchasing 7 si ; 840, 527 1, 009, 200 , 015, 000 
4. Direct order inspection ‘ ; aa Sata bos 89, 151 133, 700 185, 900 
6. Administrative operations a : ie cine Se ; 367,814 | 340, 400 361, 600 
Other income and expense: 
Repair shops, motor pool, and miscellaneous sales __-_- 1.9 | 3.3 
Special operations (Gallup, N. Mex). Tey 5.0 | 5. 


Total other income (dollars in millions). _.---- ee 6.9 8.3 


CIN a i aiid Sie taiaba 123, 053 72, 700 


Total program workload (dollars in millions ; b atari 148.9 | 169.0 
Cost (per $100 sales as ; cc ae 8. 38 | 7.92 


Total performance cost ; : pee el 2,482,692 | 13,377,800 
Nonrecurring moving and space costs cos 63,310 | 300, 000 36, 000 


Total cost or estimate pie abt Maa ae ahi ta 2, 546, 002 | 13, 677, 800 5, 344, 000 
i 





Foregoing sales estimates are conservative. Expanded sales to DOD have re- 
quired supplemental appropriations approved for both 1955 and 1956. Con- 
tinued high intake of orders seriously taxing available resources. Indications 
are that a second supplemental appropriation will be required later in 1956 and 
also for 1957. 

Savings resulting from lower prices obtained on large scale purchases during 
1955, after considering normal purchasing practices of ordering agencies, 
amounted to $45.5 million. Program expansions contemplated in this estimate are 
expected to increase savings from these activities to $54 million in 1956 and $64 
million in 1957. Other savings, minor in comparison, result from repair and re- 
habilitation of furniture and equipment and motor pool operations. 

Detailed estimates for each of the activities financed from this appropriation 
are given on the following pages. 
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APPROPRIATION LANGUAGE 


Expenses, general supply fund: For expenses necessary for operation of the 
general supply fund (except those authorized by law to be charged to said fund), 
including contractual services incident to receiving, handling, and shipping ware 
house items; not to exceed $250 for purchase of newspapers and periodicals ; and 
not to exceed [$85,400] $110,000 for expenses of travel; [$12,000,000] $75,344, 
00: Provided, That funds available to the General Services Administration for 
the current fiscal year shall be available for the hire of passenger motor vehicles 
[: Provided further, That no functions budgeted under this appropriation shall 
he transferred to or financed from any other appropriation or fund. 

[Leased warehouse space temporarily in excess of operating requirements may 
he subleased to commercial organizations and the proceeds credited to the fund 
from which rental payments are made during fiscal year 1956.J 

{For an additional amount for “Expenses, general supply fund”, $1,000,000, 
of which $800,000 shall be for nonrecurring moving and space costs in connec 
tion with the relocation of warehouse management and other employees into office 
space in regional warehouses; and the limitation under this head in the Inde 
pendent Offices Appropriation Act, 1956, on the amount available for expenses 
of travel is increased by $22,500.] 

Livplanation of Changes for 1957 

Deletion is proposed of proviso against transfers of functions which was in 
serted in language of several items for 1956. For that year GSA had proposed 
several adjustments between items to bring administrative operations financing 
in balance with workload. The proviso was added to insure that funds would be 
expended in accordance with appropriation structure approved by Congress 
That purpose has been served with the proposal for establishing in 1957 a con 
svlidated “administrative operations fund” with limitations on amounts de 
posited in it from the various appropriations makes this proviso unnecessary 
lurthermore, as the proviso would prohibit determinations by the Administra 
tor to regroup or transfer functions from one service to another or from other 
agencies as authorized under section 106 of the Federal Property and Adminis 
trative Services Act of 1949, as amended, deletion is proposed for 1957. 

Deletion of second paragraph proposed as circumstances which justified in 
clusion in 1955 and 1956 no longer exist. Third paragraph was in Supplemental 
Appropriation Act, 1956, merely for additional funds for that year. Deletion is 
obvious, 


DISTINCTION BETWEEN OPERATING EXPENSES, FSS, AND EXPENSES, GSI 


Mr. Tuomas. This is “Expenses, General Supply Fund.” 

What is the difference between “Expenses, General Supply Fund” 
and “Operating expenses, Federal Supply Service”? 

Mr. Mepiey. Operating expenses, FSS, covers general property 
management activities which are governmentwide in nature and benefit 
all agencies. ‘This one covers specifically the operation under the 
general supply fund of our supply depots, our direct delivery opera 
tions, and so forth. 

Mr. Tuomas. What are some of those items that are covered in the 
first not covered in the second ¢ 

Mr. Meptry. For example, cataloging and standardization is covered 
in the first and it is not covered in the second. 

_ Personal property utilization is covered in the first and not covered 
in the second. 

Standardization projects, supply management operation that we just 
mentioned, is not in the second. 

Mr. Tuomas. There are 7 or 8 of them. 

Mr. Mepiey. Motor vehicles. 
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Mr. Tuomas. It might be well at this point to go right down the 
list, starting in with motor vehicles and listing them all in two parallel] 
columns, because a lot of people have trouble in keeping them compart- 
mented, and one is as different as daylight from dark. 

Mr. Meptey. We will insert that. 

(The information required is as follows :) 


Activity —— —_—— 


Motor vehcile management 
Motor vehicle operations 
Personal property utilizaton and disposal 
Supply standards 
Inspection: 
Supply schedule 
Direct order 
Supply management 
Service administration 
Administrative operations: 
General Supply Fund 
Other supply activities 
Stores operations 
Purchasing: 
Supply schedule 
Stock replenishment 
Direct delivery 
Stores space and related costs - 
Equipment maintenance. - -- 





SUMMARY OF APPROPRIATION REQUEST 


Mr. Tuomas. For 1957 you want $15,344,000 compared to $13,677,- 
800 in 1956, an increase of $1,666,200 over last year. 
By analysis, it will not hurt to repeat a part of this table about your 


ge 


activities. Stores operations cost you $5,800,000, an increase of 
$1,350,200; that increase is justified by jumping your sales from $86.5 
million in 1956 to $115 million in 1957; is that correct? 

Mr. Meptey. Right. 

Mr. Tuomas. Direct-order purchasing, $3,194,800, an increase of 
$401,500. What about that item? 

Mr. Dunxte. That item is to take care of purchasing necessary 
to support the increased sales from $86.5 to $115 million. 

Mr. Tuomas. How are you going to increase the stock? You are 
going to put $10 million in the general supply fund, making it go 
from $44 million to $54 million. With that $10 million, how much 
will you increase your sales? 

Mr. Dary. We are planning, Mr. Thomas, to sell stores stock of 
$115 million. 

Mr. Tuomas. $115 million, and the other $88 million is coming from 
where, nonstores items? 

Mr. Daty. Yes, sir, and from increased motor pool operations. 

To handle that sales volume of $115 million, we are going to need 
$30.8 million in inventory and expect to operate on a stock-turn aver- 
aging 3.7. 

Mr. Tuomas. So the $10 million will do all right? 

Mr. Daty. Yes, sir. 
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STORES OPERATIONS 


Mr. Tuomas. Put page 147 in the record at this point. 
(The justification is as follows :) 


EXPENSES, GENERAL Suppity Funp 


1. Slores operations 


Average employment 
Amount 


| Departmental Field Total 
| 


| 


$4, 449, 800 34.0 

+1, 350, 200 +12.3 | +-235. 5 

5, 800, 000 16.3 1,012.5 
| 


HIGHLIGHT 


Stocks of common-use commodities are received, warehoused, and sold at 
cost to Federal agencies through a nationwide system of supply depots. Con 
tinuous increase in sales of stores stock items is shown in the following figures: 
1954, $49 million; 1955, $72 million ; 1956, $77 million; 1957, $102 million” (from 
the budget for 1957). 

JUSTIFICATION 


The unit of measurement is sales from stores stock, including the fuel yard. 


Sales (million dollars) 


tores items sales ds patel 
educt items for direct delivery 0.5 
105. 5 


Sales from stores stock. -.- 
5. 


nit cost (per $100). 


Performance cost vitelnb bindinmic Ais 4,174, 829 4, 449, 800 5, 800, 000 
| 


Total sales of stores items reflect continued expansion of supply support to 
DOD in each year. While total sales in 1957 over 1955 increased 43 percent, 
use of direct delivery methods in filling large orders increased by 116 percent. 

Costs for all 3 years reflect adjustments for transfer of stock record func- 
tions to activity “2. Direct order purchasing.” Improvements from simplified 
supply plan expected to keep costs at 1955 level notwithstanding annualization 
of pay increases effective part year only in 1955. 

Distribution of sales follows: 


[Million dollars] 


tary agencies 
lian agencies 


ee ee ee ee 
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EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 


Personal services and staffing—$4,235,000. Provides for 247.8 additiona! 
man-years to handle 31 percent increase in sales from stock. 
Other objects.—$1,565,000 includes: 


(1) $40,000 for 1,740 travel days, at $23, by central office officials to eeeite 
technical guidance and assistance at regional offices and by regional officials at 


each of 12 locations for extension and improvement of storage and distribution 
operations. 


(2) $341,800 for transshipment of items between warehouses for maximum 


utilization of inventories, and for delivery of items within local free delivery 
Zones, 


(3) $178,000 for rental of materials-handling equipment from GSF. 
(4) $80,000 for printing forms, procdures, and regulations. 

(5) $689, 500 for contractual services, including motor pool services. 
(6) $201,500 for pallets and packing and crating materials. 

(7) $9,000 for equipment for new positions. 

(8) $80,200, or 1.4 percent of the estimate, for normal office expenses. 


APPLICATION OF COSTS 
All costs of this activity are applied to the stores items program. 
Mr. Tuomas. $5,800,000 against $4,449,000 last year. 


Stocks of common-use commodities are received, warehoused, and sold 
cost to Federal agencies through a nationwide system of supply depots. 


You have employment of 1,058 against 811 last year. 

In addition to salary costs, you must have an additional $400,000 
for other objects cost. You have $173,000 for rental equipment, 
$80,000 for printing forms, $639,500 for contractual services, including 
motor pool services. 

Why is that item so large? What do they do, haul your freight ‘ 

Mr. Daty. Local free delivery. 

Mr. Tuomas. To the agencies? 

Mr. Daty. Yes, sir. 

Mr. THomas. $201,500 for pallets, packaging and crating, $9,000 
for equipping new positions, and $80,200, or 1.4 percent of the estimate 
for normal office expenses. 

That is the cost of other objects. What do they add up to? 

There is $1 million right there. All of them are chargeable to you 
stores operations assess it, with the exception of the $639,000 for con- 
tractual services. 

DIRECT ORDER PURCHASING 


Mr. Tuomas. Put pages 149-151 in the record. 
(The justification is as follows :) 


EXPENSES, GENERAL Suppity FuNpD 


2. Direct order purchasing 


| | Average ere 
| 
| Amount [- em 





| Departmental ¥ Field Total 


$2, 793, 300 | 110.5 | ery 
Change . +401, 500 | +59. 4 


3, 194, 800 | 169. 9 y 


5 
3 


| 
ts 
” 





HIGHLIGHT 


Commodities are procured for inventories in supply depots and for direct 
elivery to agencies. Purchases of stores items in 1957 increase $39 million to 
rovide inventory replenishment based on expanded sales program and increased 
uphasis on direct delivery of large oraers. No change expected in volume of 
oustores purchases” (from the budget for 1957). 


This budget reflects renlinement of purchase functions made during 1056 


ommodity control is now placed in national buying oflice which contracts for 
msolidated quantities of stores items required by stores depots when quan 
tities required and other factors make such consolidation advantageous. Term 
ontracts will be made in advance of actual need and will provide a supply, 
readily available at source based on experienced data for each commodity 
Merchandise will be called forward as needed by GSA regional purchase offices 

National buying office also will purchase nonstores items when requirements 
an be consolidated, and will supply requirements of nonstores items unde 
existing DOD purchase assignments for office furniture, office machines, and 
office supplies. Regional, purchase offices will make contracts for local require 
ments of stores and nonstores items not under national consolidated contracts 

Realinement of functions includes transfer of inventory management opera 
ions from stores operations activity to direct order purchasing activity. Ver 
formance costs and unit costs in 1956 and 1957 reflect this change. Data for 
1955 is appropriately adjusted for comparability. 

Increased purchasing in 1957 is entirely for stores items, with increased em 
hasis on filling large-volume orders by direct delivery methods 


are 


No prov isions 


made for additional purchase assignments from DOD, Additional volume 


or DOD reflects fuller implementation of current assignments. 


Summary of performance cost 


tores items buying | $1. 784. 100 
mnstores items buying 1000. 200 


lotal cost or estimate 2, 703, 300 , 104. 800 


JUSTIFICATION 


a) Stores items buying.—Volume of buying of stores items is related to sales 
f stores items, either from stock or by direct delivery; however, commodities 


nust be contracted for in advance of agency demands in order to have items 
readily available either at source of supply or in stock. 


Unit of measurement consists of value of purchase orders issued. 


Purchase orders issued 


{in millions) 


ler national contracts 


ler regional contracts 


Total 
Unit cost (per $100) 


Performance cost 
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Increase in unit cost in 1956 over 1955 is due to annualizing pay act costs appli 
cable part year only in 1955. Reduction in 1957 reflects the effects of realinement 
of functions and change to forward-type contracting. 

Distribution of purchases by purpose follows : 


Purchase orders issued 


{In millions] 


For stock replenishment 

For direct delivery to: 
Military agencies 
Civilian agencies 


Total __- 


Increased purchasing for stock replenishment in 1957 is geared to depot sales 
allowing lag for normal due-ins. 

Increase of stores items by direct delivery to the military in 1957 ineludes 
annualization of office supplies purchase assignment which becomes progressively 
effective in 1956. Increase by direct delivery to civilian agencies reflects con 
tinued emphasis on use of the less expensive method to fill larger orders for stock 
items, 

(b) Nonstores items buying—Nonstores items are bought for direct deliver) 
to agencies. 

Unit of measurement consists of value of purchase orders issued. 


Purchase orders issued 
{In millions] 


1955 | 1956 


| 
| | 
Under national contracts —s ; Sao ee eee $23. 6 $36. 1 
Under regional contracts-____-- ; 38. 1 38. 1 


38. | 
Total .__-- oe os aattnculin : 61.7 74.2 | 
] 


2 74.5 
Unit cost (per $100) .-.....-.-.-..--- wes 1, 36 . 36 | 1. 36 


Performance cost 840, 527 | 1, 009, 200 1, 015, 000 


Unit cost in 1956 and 1957 remain at 1955 level despite annualization of pay 
increase reflected part year only in 1955, due to increased volume. Distribution 
of purchases by purpose follows: 


Purchase orders issued 


{In millions} 


For direct deliver to: 
Military agencies 
Civilian agencies 


Total 
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Increase consists of nonstores office supplies furnished DOD under existing 
purchase assignment, and purchases for new Air Force Academy, 

EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE ACTIVITY DATA SHEET) 

Personal services and staffing. 00 for 587.7 average employment, au 
nerease of 13.7 percent as eae to increase of 23.5 percent in volume of 
buying in 1957 over 1956, 

Other objects.—$402,500, or 12.6 percent of estimate, includes: 

(1) $12,900 for 560 travel days at $23 for visits by buyers to sources of supply 
to keep apprised of manufacturing methods, items available, develop use of 
commercial-type contracts, and visits by buyers to agencies to effectively schedule 
their supply requirements, 

(2) $78,500 for communication services including contacts in developing 
sources of supply, keeping in continuing contact with suppliers to assure ready 

vVailability of supplies under contract and in expediting due-ins 

(3) $215,200 for reproduction of invitations, contracts, and other purchase 
documents required. 

(4) $12,100 for equipment for new employees with maximum use of exce 

(5) $SS8,800 for normal office expenses. 

Mr. Thomas. What about this item, “Direct order purchasing” ‘ 
You are going up $401,500, giving vou a total of $3,194,800. 

Mr. Dunxte. The increased pure hasing for the expanded store 
sales program amounts to $39.1 million. An increase of $300,000 i 
also required for expanding purchases for the direct delivery sale 
program, 

Mr. Tuomas. That never sees your warehouse; does it? 

Mr. Dunxir. The $39.1 million does. It is entirely for stock 
plenishment. The remaining $300,000 is for purchasing for direct 
delivery which does not go through the stores. 

Mr. THomas. What is this 3, 194, 800 used for ? 

Mr. Dunk. That is the total expense for purchasing $132.9 mil 
oo of stores items for the expanded stores program and $74.5 million 

for the direct delivery program. 

Mr. Tuomas. This appropriation provides for expenses of operat 
ing the nationwide supply system whereby common-use commodities 
and services are sold to agencies. 

Mr. DunKkuie. That statement applies to the whole expenses, GSF 
operation. 

Mr. Trromas. How are you going to use that $3 million? 

Mr. Dunxte. To handle both the stock re plenishme nt purchasing 
and the direct order purchasing totaling $207.4 million. 

Mr. Tuomas. You have 587 people; i is that correct? 

Mr. Dunxte. That is correct, sir. 

Mr. Tuomas. 169 of them in the Department and 418 in the field ? 

Mr. DunkKiE. Yes, sir. 

Mr. Tuomas. What do they do in the Department in the field 
(he merchandise does not touch the warehouses ? 

Mr. Dunxkie. The $207.4 million includes both kinds of purchasing, 
Mr. Chairman. 

Mr. Tuomas. We understand that. 

Break it down right quick. 

Mr. Dune. They are buying $152.9 million of stores items. All 
but $9.5 million actually go through the stores to ordering agencies 

Mr. Tuomas. Why do you keep your books like that 4 

You come up here and start justifying something for direct buying, 
and then we end up with direct buying and you have them in the 
warehouses. 
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Mr. Dunkte. The activity name “Direct order purchasing” was 
intended to convey the fact that specific quantity purchases are made 
as distinguished from the term contracts discussed under “Supply 
schedule contrac ting.” ‘These purchases include stores stock replen- 
ishment as well as direct delivery. 

Mr. Tomas. To replenish your stock ? 

Mr. Dunxir. Yes. This activity buys the stock which the stores 
sell to ordering agencies. The stores activity does no buying—its 
function is warehousing and distribution. 

Mr. DunK.iB. The actual figures are these 

Mr. Tuomas. Break down your field and your central office per- 
connel now between direct delivery and the replenishing activity. 
You say that combines two functions. 

You can break it down; can you not? 

Mr. DuNKLE. tasting the same people do the same functions. 

I can break it down dollarwise, Mr. Chairman. 

Mr. Tromas. All right, what is it dollarwise? 

Mr. Dunxte. In 1957 there will be in the stores program in the 
national buying office purchases of $69.8 million, in the regions for 
the stores program there will be $63.1 million, a total of $132. 9 million. 

On the direct-delivery program, which has nothing to do with the 
stores warehouse, it will be $36.4 million in the national office, $38.1 
million in the regional office, making a total of $74.5 million. This 
gives us a total of $106.2 million for the national contract purchases, 
$101.2 million for regional contract purchases, and a total for both 
operations of $207.4 million. 

Mr. THomas. Why do you have part of your purchasing in the 
national office and part elsewhere? 

Are these operations in the field? Does that mean in your 10 
warehouses ? 

Mr. DunkKL». Yes, sir. 


FUNCTION OF THE NATIONAL AND REGIONAL PURCHASING OFFICE 


Mr. Tuoomas. What is the justification for that type of setup? 

Mr. Dunxte. The justification is to handle through national con- 
tracting all of the stores requirements on volume items, in order to 
get better prices and insure availability of stocks at supply sources 
without too heavy inventory investments. 

Mr. Mepiey. Mr. Chairman, this is part of the plan Mr. Krisl and 
Mr. Kline recommended to the Administrator. 

I believe in statements last year before the committee they indi- 
cated that the first recommendation they had was to establish a central 
buying organization to procure on a national basis about 60 percent 
of the dollar volume of all common-use commodities bought by GSA. 

Included are about 2,000 so-called popular items, items in sufficient 
competitive use to justify such purchases. In general, these items will 
be procured under guaranteed quantity contracts for national require- 
ments in varying terms of months, with deliveries to be called for 
by the 10 regions on a time schedule established. 

Mr. Tuomas. All right, what is the field crowd of 417 doing? 

Sixty percent of your entire purchases are made in the central office. 
Is it located in Washington or New York? 
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Mr. Mack. Main office here in the District of Columbia, and a 
branch office in New York. 

Mr. THomas. Where? 

Mr. Mack. The branch office is located at the regional office in New 
York City, 250 Hudson Street. 

Mr. THomas. What do the people in the field do? 

Mr. Dunxkue. The people in the field perform not only purchasing, 
contracting, and open market procurement, they also call forward 
for deliveries under rational contracts and do stock analysis work 
which was heretofore part of the stores operation. 

These functions were transferred to purchasing under the simplified 
Kresl-Klein plan. 

Mr. Tuomas. Whereabouts were these carried last year? 

Mr. Meptry. I believe that part of the stock analysis function to 
which Mr. Dunkle refers was included under the “Stores operations” 
activity, but the purchasing operation per se has always been under 
this caption. 

Mr. THomas. What part of your total supplies are bought in the 
field—you have two-thirds of your people in the field and about 40 
percent of your total purchases are made by them; is that correct 

Mr. Meptey. Forty percent dollarwise, but out of about 9,500 items, 
7,500 of those items would still be bought by the regions. 

Mr. Tuomas. I thought your common-use items were bought in 
the District of Columbia, according to the Kresl-Klein recommenda- 
tion. These are more or less your specialty items in the field, or is it 
the other way around ¢ 

Mr. Dunxte. It’s the other way around. ‘There are about 2,000 
items bought centrally and 7,500 in the field. 

Mr. THomas. What are these special items, less common-use items, 
we will call them ? 

Mr. DunKLE. Items in smaller volume where we will not get bene- 
fits through consolidation. 

Mr. Meptey. I think generally, Mr. Chairman, that you will find in 
an operation of this type that about 75 percent of the volume will be 
done in about 25 percent of the items. 

So that the big volume items are contracted for by the national 
organization, whereas the other 75 percent of the items will be handled 
locally, and the regional people will call forward against the national 
contracts. 

Mr. Tuomas. Dollarwise, how does your national office compare in 
purchases to your field offices ? 

Mr. Mack. It compares in this fashion : 

The total volume in 1957 will be $207.4 million made up of $132.9 
million for stores items and $74.5 million for nonstores, direct delivery. 

Of that total of $207.4 million, the national buying division would 
be buying volume items totaling about 2,000 items, but in dollars and 
cents it would be a little over half, or $106.2 million. 

The regions would be buying $101.2 million by straight procure- 
ment. They will also issue call forward or delivery orders against 
the national contracts to regulate shipments from suppliers and avoid 
excessive inventories. This is what increases the stock turn. 

Mr. Tuomas. The central office will buy 2,000 items at $106 million; 
is that right? 

72350—56—pt. 1——53 
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Mr. Mack. That is right. 

Mr. Tuomas. The field will buy 7,500 items ¢ 

Mr. Mack. Yes. 

Mr. Trromas. Ata cost of what ¢ 

Mr. Mack. $101.2 million, consisting of the small dollar volume 
items, specialty items, for example, like Forest Service equipment on 
the west coast, and such as that. 

The volume items are bought by the national buying division. 

Mr. Tuomas. Those figures which you have just cited will supple 
ment this table on page 1: 9 which is in the record ¢ 

Mr. Mack. That is right. 

Mr. Tuomas. For stores items the buying cost is $2,179,000. Non 
stores 1s $1,015,000 ¢ 

Mr. Mack. Yes, sir. There is one added point, the men in the field 
will be having the additional job of analyzing requirements and call 
ing forward as well as buying which me “ans that the particular individ 
ual responsible for a given number of items will have the job of deter 
mining requirements, buying, or reordering, and calling forward for 
those items. 

Mr. Tuomas. What is the distinction between your store items and 
your nonstore items ? 

Mr. Mack. The store items are those which are sold to agencies 
from the stores and are purchased for stores replenishment for which 
there is a continuing and recurring need by a large number of agencies. 

Mr. Tromas. I understand all that. Give us some good examples. 

Mr. Mack. Maintenance category of items would be a good illus 
tration, for cleaning, small tools, also paper items, some subsistence 
items. Those are the general categories. 

Mr. Tuomas. Subsistence. 

Mr. Mack. Direct delivery on the other hand includes automotive 
vehicles 

Mr. Tuomas. You are going to buy your canned goods for direct 
delivery ? 

I thought most of that came out of your warehouse. 

Mr. Mack. Most subsistence items are carried in the stores. 

Mr. Mansure. What do you mean by “subsistence ¢” 

Mr. Mack. Nonperishable foodstuffs. Nonstores, includes auto 
motive equipment, passenger cars, trucks, refrigeration items and oth- 
ers that are not suitable for stores. They are for direct delivery to 
specific agency locations. Also included is the buying we do for 
agencies w vhere they do not have a buying staff. 

“Mr. Tomas. Do you not get a duplication on the FSS and in con- 
nection with those same items of gasoline and so forth, those items 
that you do not stock? Do you not t duplicate # 

Mr. Dunxre. No, sir; because most of those items are not handled 
in the stores and those that are would be ordered from the schedule 
contracts in the same manner as agencies use them. 

Mr. Troomas. So what it amounts to, under “Operating expenses. 
Federal Supply Service,” your cost is for scheduling ? 

Mr. DunKiE. That is correct. 

Mr. Tuomas. What is this? 

Mr. Dunxte. Nonstores buying is for consolidated direct delivery 
programs such as the vehicles that we just mentioned. 
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Mr. Tuomas. Can the same person, the same specialist, do both ¢ 

Mr. Dunx ir. They do both in actual practice. The people who 
do it, are in-the same organization. 

Mr. Tuomas, These breakdowns here are very artificial, are they 


not ¢ 
Mr. Mepiry. No, sir: they are based on work measurement, Mr. 


Chairman, and what it costs to produce a schedule under supply con 
tracting and the number of schedules we produce. It adds up to so 


much money and we finance so many people. 
Mr. Tromas. Let us take a look at these green sheets for a minute. 


PERSONAL SERVICES OF PURCHASING ACTIVITY 


(Mr. Reporter, insert page 152. 
(The matter referred to follows :) 
EXPENSES, GENERAL Suppepty Funp 
2. Direct order purchasing 


POSITIONS BY GRADES 


Actual, 1055 Program, 1056 
CGivrade 


Depart- Depart- Jepaurt 
i Field oe Field Spas 
ment ment ment 


Total positions 


Average employment 3 f Lf 160 
Part time ‘ 


Total average employment 386, ! ‘ 5 169.9 


Grand total 
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OBLIGATIONS BY OBJECTS 


Object classification Actual, 1955 | Program, 1956 Request, 1957 
Personal services 
Departmental cere : ; $488, 222 | $604, 000 $882, 900 
Field. - bi : he 1, 709, 1, 860, 100 1, 909, 400 


ol Total, personal services ; ; 2, 197, 413 2, 454, 100 2, 792, 300 


Other objects: 
02 Travel... i : 0: 8, 100 2, 900 
03 ‘Transport: ation of things os : , 5, 615 5, 600 5, 600 
04 Communication services 3, 9 | 64, 600 3, 500 
05 Rents and utility services | ee 
06 Printing and reproduction 2, 24: 176, 800 215, 200 
07 Other contractual services ; ; 35, OF 35, 000 35, 000 
08 Supplies and materials 36, 4 41, 000 . 700 
08 Equipment 9, 60% 4, 600 2, 100 
13. Refunds, awards and indemnities 5 1, 000 
15 Taxes and assessments pe: 3, 782 2, 500 


Total other objects 324, 87 339, 200 





Total obligations 2, 522, 28% 2, 793, 300 


Position data: oo 
Average salary, all positions 
Average grade, GS positions. - 








Mr. Tuomas. Let us take a look at the personnel. 

I want to take a look at the corresponding personnel under “Operat- 
ing expenses, Federal Supply Service.” 

Do you have your green sheets under operating expense FSS? 

Mr. Meptey. I think the one you want, Mr. Chairman, is on page 
117. 

Mr. Tuomas. One hundred and seventeen and the other is 152 

Under “Operating expense, Federal Supply Service,” you have a 
total of 124, do you not ¢ 

Mr. Meptery. Yes, sir. 

Mr. THomas. “Expenses, general supply fund,” you have 587 em- 
ployees ? 

Mr. Mep.ey. Yes, sir. 

Mr. Tuomas. “General supply fund,’ you have only 1 grade 15. 
How many grade 14’s do you fiavet 

Mr. Meptey. Four, total. 

Mr. Tuomas. Grade 13’s you have 16 in the Department, 10 in the 
field, correct? 

Mr. Mepiry. Yes. 

Mr. Tuomas. Grade 12’s, 13 and 9? 

Mr. Meptey. Yes. 

Mr. Tuomas. Grade 11’s, 13 and 20. You have only 1 grade 10? 

What classification comes in the grade 9’s? Ten has always been 
sort of a dead grade in civil-service ‘classifie: ation, has it not? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What is the demarcation between the 9 and 10 and 
11 there? 

Mr. Mepitey. We would have to get that for the record. 

Occasionally they will use that grade when they do not think it is 
quite an 11. 

Mr. Tuomas. You are not getting the technical men at a grade 9 and 
10, are you? 





Mr. Dunxte. The national buying division is set up in 6 purchase 
sections, headed up at present by grade 13. The grades 12, 11, and 9 
are the buyers that do the detail work in connection with contracts. 

Mr. THomas. What is their training, the grades 9 and 10? 

Mr. Dunkie. The 9’s and 10's, the training there is in actual pur 
chasing work, 

Mr. Tuomas. Scheduling programs laid down by the 13’s and 14’s? 

Mr. Dunxue. Yes, sir. T ey ‘do the actual contrac ting and buyi ing 
work under the direction of these people. 

The people at the higher grades do the planning, laying out of pro- 
grams, contracts, and things necessary to do a commodity job. 
~ Mr. Tuomas. That is pretty heavy responsibility to put on a grade 
9 to go out and spend $100 million of some ‘body else’s money. 

Mr. DunKie. It is. However, we have controls and approvals so 
that we have close supervision on the larger purchases. 

Mr. Mansure. Mr. Chairman, I do not think we have ever recognized 
the responsibility of the people in this purchasing operation, and can 
not seem to convince the Civil Service Commission of these things. 

Mr. Tuomas. In the final analysis, this is the crowd spending your 
money ¢ 

Mr. Mansure, That is right. 

Mr. Thomas. There is no substitute for experience and good judg 
ment here. 

Mr. Mansure. That is right. 

Mr. Thomas. It looks to me as though this is a place where if a 
spot in the Government ever does need grade 17’s and 18's, this is the 
spot. 

Mr. Mansvure. It does not do any good after it is spent. It should 
he controlled before the expenditure is made. 

Mr. Tuomas. Look over here at your operating expenses, FSS. 
Does page 117 cover it all ¢ 

Mr. Mepuey. Yes, sir, all personnel for supply schedule contracting. 

Mr. Tuomas. You have 3 grade 13’s ¢ 

Mr. Mep.iey. Yes, sir. 

Mr. Toomas. What do these 13’s do here in comparison with those 
on “General supply fund” ¢ 

Mr. Dunkwe. Thirteen at the present time, Mr. Chairman, is a 
supervisory level and they may handle either type of program. The 
fellow on the supply se a tee end would specialize in that area, but it 
is not restricted. 

Mr. Thomas. Is his job here more or less making these schedules 
and the other fellow is actually going to take those schedules with 
his own judgment and do some buying ¢ 

Mr. Dunxk.ie. No, sir; all of those on the Federal supply side make 
these schedules. 

On the GSF side are the people who do the direct order purchasing ; 
that is in connection with replenishing stock sold through the stores 
and the nonstores direct delivery programs, such as automotive equip- 
ment and things of that type 

Mr. Tomas. How do they ‘y compare here ? 

You have 15’s and 14’s here on the GSF list and the highest you 
have here on the “Operating expenses, FSS” is 13. They are doing 
practically the same thing, are they not ? 
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.Mr. Dunkue. They are. However, the heavy end of purchasing is 
on GFS, so the supervision in the higher level is reflected in this area. 
They work under similar conditions. 


INADEQUACY OF GRADE LEVELS IN PURCHASING FIELD 


Mr. Tuomas. You better go to the Civil Service Commission and 
see if you cannot get yourself some help here. You are spending 
Ww orlds of money here, $200 million a year, and your top people are 
13's and 14’s, and you have one 15. 

In other agencies of Government we find that they have a good many 
16’s. They will have practically as many 16’s as you have 13’s and 14’s. 

Mr. Mansure. I would like to have Mr. Cleary, Director of Man- 
agement, speak on that. 

Mr. Crary. We are, as you say, Mr. Chairman, working under a 
tremendous handicap. 

Mr. Tromas. Tell us what you have done and maybe we might be 
able to give you a little direct help. 

Mr. Curary. At the present time we are meeting with the Com- 
mission, and they are trying to revise the standards on purchasing so 
that we can get the type of person that you have in mind into these 
jobs. The limitation on supergrades is another problem. 

Mr. Tiuomas. Do you have a grade 16 in your Federal Supply 
Service here, regardless of your bookkeeping ? 

Mr. Crieary. We have one grade 16. 

Mr. Meptey. So that the chairman will understand, Mr. Mack is 
so-called ungraded, so he for practical purposes is supergrade, and 
there is also one 16. 

Mr. Tuomas. How many 15’s? 

Mr. Creary. Severa] 15’s. 

Mr. THomas. You have two here. 

Mr. Mack. Inthe various divisions. For example, in standards and 
the motor-vehicle equipment, the Division Director is a grade 15. 

Mr. Mansvre. Mr. Chairman, not in the purchasing end. 

Mr. Tuomas. We are looking at the personnel handling this tre- 
mendous amount of money. 

Mr. Mansvre. I would like to emphasize that for over a year we 
have been working with civil service on this and are not making much 
progress. 

Mr. Tomas. What have you been asking civil service for now ? 

Mr. Mansvure. We have been asking for 16's. 

First of all, our problem is that our regional directors who have 
much more responsibility than do regional directors in other divisions 
of Government, because they cover the whole complex operation, are 
15’s across the board. 

So there is where we are blocked to begin with. 

When we come to the purchasing division we have that same prob- 
lem, we cannot get beyond that 15 grade because we are blocked clear 
across the board in our operations. 

Now, we do not say that every 1 of our 10 regional directors should 
be a 16, but when you have a responsibility w ith all of this purchasing 
program in New York and W ashington, with a 15 heading up the 
whole business, and then your 15’s and only one 16 in the whole depart- 
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ment in purchasing, you are just clear out of balance and you cannot 
justify the situation. 

But we cannot convince them that we are right. 

One of the things that both Mr, Kresl and Mr. Kline brought out, 
and also Mr. Wines as to public buildings, was that we cannot expect 
to attract the proper type of talent to handle these responsibilities with 
the grades that we have to offer. 

Mr. Creary. We have one 16 in Federal Supply. 

Mr. Tuomas. How many do you need ¢ 

Mr. Cueary. We need at least four right away for the new supply 
operations. I don’t have the total with me. 

Mr. Tuomas. So you need three extra ones ¢ 

Mr. Cieary. Yes, sir. 

Mr. Tuomas. Have you requested these positions from the Civil 
Service ¢ 

Mr. Curary. I beg your pardon, the 4 is in addition to the 1 on 
board, 

Mr. Tuomas. That will give you a total of five? 

Mr. Cieary. That is right. 

Mr. Tuomas. How much money do these people spend a year? 

Mr. Mack. Overall, it would run in excess of $500 million, 

Mr. Troomas. $500 million. 

Ilave you asked the Civil Service Commission to give you these 3 
or 4 extra grade 16's 4 

Mr. Dunxue. The actual figure is $557 million for 1957, including 
all programs of purchasing supply items. 

Mr. Tuomas. Have you asked the Civil Service Commission to give 
you relief ? 

Mr. Mansure. Yes, sir. 

Mr. Tuomas. What do they say ? 

Mr. Cieary. They do not have the vacancies within numerical limi- 
tation. 

Mr. Tuomas. Did they tell you how many grade 16’s they had in 
the Civil Service Commission that were not spending too much money ? 

Mr. Mansure. We know of other departments of Government where 
the responsibility is not comparable to what these people are doing, 
and still they have those grades. Yet they are not made available 
for the more complex operations of GSA. 

Mr. Mack. Mr. Chairman, in industry they have a practical solu- 
tion for this, and I cannot see why it should not be considered. 

In Government the buyers’ grade is tied to the administrative 
tructure. 

In industry, they give a buyer the grade without tying it to the 
number of people he supervises and all of those considerations. 

Mr. Trromas. We have carried a provision in this bill for the past 
\) or 12 years that there should not be a connection between the two. 

Mr. Mack. By that I mean if the top man is grade 15, as the Admin- 
‘trator pointed out, then they try to relate positions downward from 
that top grade. 

In industry the buyers are paid according to their responsibility as 
buyers, irrespective of the administrative structure. , 

Mr. Tomas. There is a prohibition in this independent offices 
‘ppropriation bill, and I noticed that the Commission wanted to 
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delete it, which says that the man’s grade or classification shall not 
be dependent on the number of people under him. 

Mr. Mack. That isa good provision. 

Mr. Creary. The major problem, Mr. Chairman, is that there is 
a limitation on the number of supergrades and the Commission is 
crowded. 

Mr. Tuomas. What was that? 

Mr. Crieary. There is a limitation on the number of supergrades, 
and the Commission is crowded. They have more requests than they 
have supergrades to pass out, and in their order of priority we are 
way down the list. 

Mr. Mansvure. Mr. Chairman, there is one other thing we have 
to bear in mind, that industry would answer this problem in a very 
practical and simple way. 

If you have to get a certain salary structure, you would get sufficient 

talent so that you could eliminate 1 or 2 positions down along the 
way to take care of the difference. 

The theory seems to be in Government that it does not make any 
difference how many grades as long as you have those grades. But 
that isthe wrong approach. 

You should have your personnel, not on the number of grades or 
positions, but on the responsibility placed in each job. 

Sometimes you can take a man at a 16 and he could take on the 
responsibility ‘and maybe eliminate a couple of 11’s or 12’s, and you 
would be saving money for the Government. You can fill up those 
lower grades as many as you want as long as you have workload and 
appropriation for it. 


SUPERGRADES IN PUBLIC BUILDINGS SERVICE 


Mr. Tuomas. What about the Public Buildings Service? How 
many grade 16’s do you have in your Construction Division and how 
many 15’s? 

Mr. Mansure. We have only 1 and they have assured us of 1 more, 
which will give us 2. 

We are eliminating the position of Deputy Commissioner and mov- 
ing that over into charge of design and construction. 

Mr. THomas. Which he: ading are you going to put him under? 

Mr. Mansvre. The new heading, “Design and construction.” Di- 
rector, Federal office building, will be the other position. In that way, 
they will have direct supervision. 

Mr. Tuomas. Include them in “Sites and planning,” or some place 
else ? 

Mr. Mepiry. Operating expenses, PBS. 

Mr. Mansvre. Just one addition. 

Mr. THomas. Are you going to tie them down with a bunch of cats 
and dogs? You might just as well not have them. 

Mr. M. ANSURE. That is w hy we are dividing up the two operations 
between “Design and construction” and “Federal office buildings.” 

Mr. Tuomas. You certainly are going to need more than two 16’s? 

Mr. Mansure. Yes; we will. The lease-purchase program alone 
through 1957 will involve $376 million of construction, and over $300 
million in interest and taxes, a total long-term expenditure of over $700 
million. 
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Mr. Tuomas. Before you know it, you will have $1 billion of ex 
penditure. After you have committed it, it is too late to worry ee 
your mistakes. 

Two grade 16’s would be very little. You cannot get too much good 
help and you need it now, not 5 years from now, because your mistakes 
will be dead and buried by then. All you will have to do then is to 
pay for them. 

By getting better help now, you are going to prevent some headaches 
that arise 5 years from now. T he committee will be glad to have your 
recommendations. 

Mr. Mansvure. We will be pleased to submit it. When you consider 
the letting of one building alone, like the State Department with $50 
million, our high volume purchases, and complex financing, and so 
forth, it is a pretty big responsibility. 


Space AND RELATED Costs 


Mr. Tuomas. What is this item on page 153, “Space and related 
costs”—recurring operations ¢ 

“Space is provided for supply depots. The estimate assumes sav- 
ings to result from negotiations now being carried on which will trans- 
fer several depots from leased to Government-owned space.” 

That is from the budget. 

Mr. Reporter, will you put the statement here on page 153 in the 
record ¢ 

(The appropriate justification charts follow :) 


EXPENSES, GENERAL Suppty FuNpD 


3. Space and related costs 
(a) Reeurring operations: {mount 
1956. - 7 . - . $2, 633, 700 
Change é Oe eC ae : 396, 300 


2, 237, 400 
HIGHLIGHT 


“Space is provided for supply depots. The estimate assumes savings to result 
from negotiations now being carried on which will transfer several depots from 
leased to Government-owned space” (from the budget for 1957). 

Space costs per square foot and unit cost per $100 of stores sales as well as 
ratio of space per dollar value of inventory are all reduced for 1957. These re 
ductions result from improved stock turnover rates, improved storage practices 
through departmentalization of warehouse stocks and conversion from leased 
space to Government-owned space wherever possible. All operations are initially 
financed under buildings management fund subject to reimbursement 

Costs are related to stores sales as follows: 


1955 1956 1957 





Stores warehouse sales (dollars in millions) 7 , = $72.0 $77.0 $102. 0 
Unit cost (per $100) _----- am : Pacniaie $3. 56 $3. 42 $2. 19 
rT 6 ie cts) ne aaa emrad eae $2, 563,450 | | $2, 633, 700 $2, 237, 400 
Cost by category: | 
(a) Rents and utility costs_.-_-- le a $2, 070, 359 $1, 982, 800 $1, 526, 700 
(b) Janitorial, guard service, and other costs. Le olan $493, 091 $650, 900 $710, 700 


1 Excludes nonrecurring costs, see 3 (4) ‘‘ Nonrecurring costs.’ 











JUSTIFICATION 
(a) Rents and utility costs.—$1,526,700. Space requirements as related to 


inventory levels needed to sustain stores sales program, follow: 


1956 


















Sales (annual year end rate in million dollars, excluding fuel) .-.| $86. 2 $100. 0 | 
Inventory end of year (million dollars) ‘ bs iat $25.1 | $27.8 | $30 
Inventory per square foot ; . $6. 51 | $6. 89 | $7.1 
Stock turn ratio end of year-- : -4 : 3.4 | 3.6 | 3.7 
Total square feet required . . ; — 3, 856, 270 4, 035, 500 4,310, 500 
Deduct Government-owned space, square feet. _._- et 1,079, 479 | 1, 484, 600 2, 414, 000) 
Leased space, square feet L 2, 776, 791 2, 550, 900 | 1, 896, 500 
Average cost per square foot, rents and utilities $0. 71 | $0. 71 $0. 64 
Cost of leased space and utilities . : Z _.-| $1,960,950 | $1, 824, 600 | $1, 212, 000 
Utilities in Government-owned space___......------ - 109, 409 158, 200 314, 700 
A CRE NEE GT CUE ail do sass kh edi pb nce 2, 070, 359 1, 982, 800 1, 526, 700 




























Estimate reflects improved space utilization by eliminating excess space and 


increasing ratio of inventory per square foot from $6.89 in 1956 to $7.10 in 1957. 
(b) Janitorial, guard service, and other costs, $710,700. 


APPLICATION OF COSTS 
All costs of this activity are applied to stores items program. 
Mr. Tuomas. You have an estimate of $2.237,400, which is a de- 
crease of $396,300 below last year. What is this for, taking care of 
your warehouses ? 

Mr. Daty. That is correct, Mr. Chairman. 

Mr. THomas. How many do you have now ? 

Mr. Daty. Twelve warehouses. 











WAREHOUSE OPERATION 






Mr. Tuomas. Where are they located ? 
Mr. Daty. Boston, New York, Washington, Atlanta, Chicago, 
Cleveland, Denver, Kansas City, Fort Worth, Seattle, San Francisco, 
and Los Angeles, sir. 

Mr. THomas. I did not hear this one across the river. 

Mr. Daty. I said Washington, sir. The site is at Franconia, Va., 
which is in the Washington region. 

Mr. Mansure. Did you include the one at Albuquerque for the 
Indians? 

Mr. Daty. I mentioned only the main GSA stores depots. We 
operate a subdepot at Gallup to serve Interior’s Indian reservations, 
and we also have a distribution point at San Antonio to handle certain 
activities in that area of region 7, headquartered at Dallas-Fort 
Worth. 

Mr. THomas. How many square feet of space do you have in your 12 
depots? How many of them are new? 

Mr. Dary. About 4 million square feet. New leased facilities are at 
Franconia, San Francisco, Seattle, Chicago, Atlanta, and Fort Worth. 
Kansas City has the only new Government-owned warehouse. 

Mr. Tnomas. Is Seattle a new one? 

Mr. Mansure. It was constructed in 1953. We are moving out of 
there into Navy-owned space at Sand Point. 
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Mr. Tuomas. What will you do with that space ¢ 

Mr. Mansure. Boeing took it over. They took the whole thing over 
and the owners were glad of it. 

Mr. Tuomas. How many years did you have to go on the lease ¢ 

Mr. Mansurr. It was a 5-year lease and we had about 214 years 
to Zo. 

Mr. Tuomas, How many square feet—around 450,000 square feet 

Mr. Mack. Just about 450,000 in the entire building. 

Mr. THomas. And you were using 200,000 ¢ 

Mr. Mansure. Using about 300,000, 

Mr. Tuomas. You were using 300,000 not too well. 

How about Sand Point? What will that space cost you! 

Mr. Dary. The old location in Seattle cost 63.8 cents per square 
foot, including utilities, guard, and janitorial services. Sand Point 
will cost about 15 to 18 cents, no rent being involved. 

Mr. Tuomas. What is included in this item of $2.2 million? 

Mr. Dary. The $2,237,400 represents rents, utilities, guard service, 
and janitorial. 

Mr. Tuomas. Rents and utilities, janitorial, and guard service ¢ 

My. Dary. Yes, sir. 

Mr. THomas. What part of this $2,237,400 is for rent ¢ 

You had five buildings, as well as I remember, and during the war 
buildings were being amortized over 5 years. 

Mr. Mansure. We do not amortize them at all; we just have 5-year 
leases. 

Mr. Tuomas. The owner of the building amortized them in 5 years ¢ 

Mr. Mansvure. That is right. 

Mr. Tuomas. We were paying about 80 cents? It was 70 to 80 
cents / 

Mr. Dary. Rents and utilities averaged 71 cents. 


RENTAL COSTS OF WAREHOUSES 


= Tomas. What are you paying for those older buildings ¢ 
ad it into the record. 

“ee many square feet in each of your 12 locations, and the rent 
item per square foot Can you read that into the record 

Mr. Dary. Yes, sir. 

At Boston we have about 200,000 square feet with rent, utilities, 
and so forth, of 50.6 cents per square foot. 

Mr. Thomas. One and a half a square foot ¢ 

Mr. Day. Fifty and six-tenths cents. 

Mr. Tuomas. Oh. 50.64 

Mr. Dary. Yes, sir. That is an old multistory building, sir. 
do not know whether you have seen it or not. 

Mr. Tuomas. Costs a lot to operate it ¢ 

Mr. Dary. New York is high, utilities are high there. Rental is 
55 cents, utilities are 13.8, and guards and janitor ial 14.4 cents, ms uking 
a total cost of 83.2 cents. 

Mr. Tuomas. How many square feet 

Mr. Day. About 363,000. 

Mr. Mack. Also multistory. 

Mr. Mansvre. Our lease runs out the end of March and we are now 
negotiating for renewal for 6 months if possible. We may have the 





opportunity of buying Studebaker-Packard plant along Pennsylvania 
Railroad tracks at New Brunswick. 

It would be a good investment. 

Mr. THomas. What will it cost you ? 

Mr. Mansvre. Around $3 million. We do not know. We have 

first refusal option which we took last Monday on the plant. 

Volkswagen went in there and did not make a go of it. 

Mr. THomas. At that price, how long would it take to amortize? 

Mr. Mansvre. We have not figured it out. 

Mr. Tuomas. On the basis of 75 or 80 cents ? 

Mr. Mack. Eight or nine years. 

Mr. Trostas. How much rent per square foot? 

Mr. Mansure. About 450,000 square feet under roof and all on 
one floor, with 180 acres all told, and it covers one-fourth of the 
acreage. I mean three-fourths of the acreage is open, with two 
tracks on the Pennsylvania Railroad.. We have not settled the rental 
rate. 

Mr. Tromas. 450,000 square feet at $1 would $450,000, would it 
not, and at 80 cents it would be $375,000. And it could be amortized 
in 10 years easily. 

Mr. Mansure. The building was built in 1951, I believe, and you 
could not duplicate it today at anywhere near the cost. 

Mr. Tuomas. It sounds like a sound item to me. 

Mr. Day. Franconia warehouse, we are occupying 577,000 square 
feet at 99.3 cents for rents, utilities, and guards and custodial services. 

Mr. Tuomas. Go ahead. 

Mr. Dary. Atlanta, one of the newer buildings, 480,000 square feet 
at 71.8 cents total. 

Mr. Tuomas. Let me interrupt. 

This Franconia building is one that we have not been to but will 
be soon. How much of that space are you using? 

Mr. Dary. At Franconia we are occupying about 577,000 and, as 
you will remember, the total building is over 1 million. Other Govern- 
ment agencies are occupying the remaining space. 

Mr. Tuomas. Are you using wisely thé at space, or could you com- 
press to about 300, 000 square feet ? 

Mr. Day. No, sir; that is one of our larger activities. 

Mr. Tuomas. High square footage cost, too. 

Mr. Dary. They carry larger inventory. They do over a million 
dollars in sales a month. A good comparison would be to Atlanta or 
San Francisco. 

Mr. Tuomas. Which is the biggest of your stores? 

Mr. Day. Franconia is the biggest one. 

Mr. Tuomas. What is the next biggest ? 

Mr. Datry. Atlanta. 

Mr. ag The next biggest ? 

Mr. Day. San Francisco or Forth Worth. 

Mr. Tuomas. You follow the Civil Service Commission pattern. 
Their largest offices are in the order you named. 

Mr. Mansure. The answer is that we follow the population census 
of Government employment pretty closely, as we serve them directly 
with supplies. 

Mr. THomas. Go ahead. 
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Mr. Daty. Chicago, 236,600, with rent and utilities, and so forth, 
91.5 cents. 

Cleveland, 257,500 square feet Government-owned space. 

Kansas City is 321,200 square feet Government-owned space. 

Mr. Tuomas. That building was erected about what, 4 or 5 years 
ago ¢ 
“Mr. Mansvre. It was finished last year. 

Mr. THomas. It was appropriated for 4 or 5 years ago / 

Mr. Dary. June 1952. 

Mr. Tuomas. It was finished last year ¢ 

Mr. Mansur. Yes. 

Mr. Tomas. About 1 million ? 

Mr. Dary. Total of 555,000 square feet of which FSS occupies 
about 321,000. The remainder houses the records center and GSA 
regional office. 

Mr. Tuomas. What did it cost you, building, land, and everything ? 

Mr. Mepiery. $4,400,000. 

Mr. Tuomas. How much does that figure out per square foot ? 

Mr. Mep.ey. How many square feet do you have? 

Mr. Daty. 555.000 gross. 

Mr. Tuomas. The cost is out of line. 

Mr. Mack. A good part is used for office space. Our regional office 
is out there. 

Mr. Tuomas. I know it is all consolidated, but still it is high because 
you do not occupy one-tenth or one-twentieth of that space for office 
Space, 

Mr. Mansure. The post office is in there, you know. 

Mr. Tuomas. That is a workroom though. 

Mr. Mansure. The entire office space is about 70,000 square feet. It 
does add considerably to the construction cost. 

Mr. Tuomas. Certainly you ought to build the best warehouse space 
in the country on $4 a square foot on a space requirement of 260,000 
square feet or larger. 

Mr. Mansurp. No, about $8 with present construction costs. Office 
space makes it run higher. 

Mr. Tuomas. You could air-condition the whole thing with over- 
head sprinklers and so forth. 

Mr. Mansure. It just changes the air in the offices. 

Mr. Dary. To continue, Fort Worth, 246,500 square feet at 75.5 
cents, total. 

We also occupy at San Antonio, out of that same regional office, 
75,000 square feet of rent-free Government space. 

Denver, 316,300 square feet Government-owned space. 

San Francisco, 489,100, rented space with rent, utilities, ete., of 
08.4 cents. 

Los Angeles, 184,600 square feet in Government-owned space. 

Seattle is presently in rented space with rent, utilities, ete., of 63.8 
cents, but they are moving in March to Sand Point where they will 
occupy 330,000 square feet in 2 Government-owned buildings with 
utility costs around 15 to 18 cents. 

There will be a savings there of I think around $150,000 a year, 
which is reflected in this estimate for 1957. 

Mr. Tuomas. I note the rent and utility cost is $1,526,700; that is, 
of your total allocation of $2,237,400. 
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What is the remainder for? 

Mr. Meptey. Janitorial and guard service, ete. 

Mr. ‘Tuomas. How many employees are involved? That is not set 
out here? 

Mr, Day. About 130 people, Mr. Thomas, for guard and janitorial 
service. 

Mr. Tuomas. And they are all charged to this account for salaries 
and expenses for running your stores and warehouses / 

Mr. Daty. Yes, sir. 

Mr. Tuomas. Which is the correct figure now for rent? You have 
two different figures here, cost of leased space and utilities and utilities 
in Government-owned space. Total rents and utilities is $1,526,700. 


UNIT COST PER $100 SALE 


Unit cost per $100, I notice here, is going down from $3.56 in 1955 
to $3.42 in 1956 to $2.19 in 1957. 

You mean that is your total cost per $100 in sales ¢ 

Mr. Meptry. No, sir. 

Mr. Tuomas. What do you mean by this $2.19? 

Mr. Mepiey. Space and related c osts only. 

Mr. Tuomas. Does that includes salaries, too ? 

Mr. Mepiry. Just janitorial and guards. The total cost, Mr. Chair- 
man, is shown on page 145, wherein our overall cost for store sales and 
direct deliveries will go from $8.38 in 1955 to $7.92 in 1956 and $7.55 
for 1957. 

Mr. Tromas. What does this include outside of your rent bill? 

Mr. Meptey. Just utilities, janitorial, and guard service in addition 
to the rents. 

Mr. Tuomas. You do not have a shirttail full of guards, do you? 
The guards quit when your stores close and you have an automatic bell 
sy stem there, do you not, or do you have 1 guard doing guard duty over 
15 or 20 acres of stores ? 

Mr. Daty. It varies with the region; in some of them we have ADT 
service and in others guards. 

Mr. THomas. What are the other items that go to make up your 
$7.55 for 1957 per $100. That would be 714 percent round figures. 

What are the other items ? 

$2.19 goes for rent, and what are the others? 

Mr. Meptey. Purchasing and stores people that manage the inven- 
tory and inspection, and administrative operations, accounting 
primarily. 

Mr. Tuomas. How does that figure with Sears & Roebuck and Mr. 
Kline’s Food Fair? 

Mr. Mack. For the kind of mix we have, I think that this is pretty 
good. 

For example, Food Fair has a similar type of merchandise—that is, 
groceries and goods of that type. We have in our stores all sorts of 
administrative, maintenance, and operating items. 

Mr. Tuomas. Let us stay with rents here first. 

What do you figure you are paying on rent? 

Mr. Kline will entertain you good before you will make more than 
1 cent on the sales in his retail stores. What do you figure you are 
paying now for your rent? 
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In other words, on sales of $208 million, what would rent be¢ Of 
course, all of that $208 million in sales does not come out of your 
stores, only $35 million comes out of your stores, So you are paying 
<1.5 million rent and doing $135 million worth of business. W hat 
does that figure ¢ 

Mr. Daty. I think the way we figured 

Mr. Tuomas. You figure it my way and then I will figure it yours. 

Mr. Dary. On stores items the total costs are $11.94 per $100, of 
which $9.99 covers costs of purchasing, operating the stores, Inspecting 
naterials, and related administrative operations, and $1.95 is for 
rents, utilities, guards, and janitorial service. 

Mr. Tuomas. Are my figures right? 

You will do $135 million out of your stores ¢ 

Mr. Dany. $115 million in stores items, including $9.5 million that 
we will ship mane 

Mr. Tuomas. | already have you up to 1.5 million, Y ou are going 
to talk yourself into 1.2 and Mr. Kline would not pay you $2 a hundred. 
So you are already up to $1.50 on it and you have very sa customers 
and he has plenty. 

You have a higher rent bill than these food chains have. 

Mr. Mack. It averages 64 cents a square foot in 1957 for rent and 
utilities in leased space : which is not bad across the board for the kind 
of buildings we have. 

Mr. Tuomas. These wholesale people do not care anything about it, 
they are only looking at one thing and that is how much rent are they 
paying for $1 worth ‘of merchandise they sell; that is the test. If that 
comes down real low, you can have all the square footage in the world 
and nobody cares. 

So your rent bill is high, then, is it not ? 

You are doing a wholesale business and he is doing a retail business. 
Where you have | customer he will have 5,000. 

Mr. Mepuey. Of course, Food Fair, for example, has a lot of stores 

p in New Jersey, but they also have warehouses to back them up. 
| do not know what they are combined. You take the retail stores 
plus the warehouses. 

Mr. Daty. I have never heard him say what his cost of warehouses 
is, but I have been to the Philadelphia warehouses, and with chain 
store food operations he can handle much more volume dollarwise 
than wecan. It has a more rapid turnover. 

Mr. Tuomas. You look into that and he will have 4 or 5 corporations, 
and each one will take a bite out of it. When you get to the retail, 
that will stand on its own feet. 

Mr. Mansure. I may say that Sears have never disclosed to us their 
cost, because that is a trade secret, but in two of our regions they have 
told us that we have a better store operation than they have. 

Mr. Tuomas. I think your best point is one which you have not 
brought out. It is one thing to operate a grocery store, and I think 
it is quite a different thing to operate a general store like you are 
doing. The big cost in the other type of store is piece goods and 
ladies’ wear, but. you cannot come in that classification; you have sume 
Lardware, and that i is not expensive to handle. 

Your groceries ought to come in for 1 percent and your other items 
do not help you out too much. 
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Mr. Mansvre. There is one more thing you must bear in mind, that 
if this were a private business, there are many items we would not 
carry because they are not profitable. 

In other words, the Government carries items in order to service 
Government agencies, and they are a loss item to carry, but if we did 
not carry them we could not service an agency, and if they went out 
and bought those individually, the costs would be much higher than 
it costs us. 

Mr. THomas. $7.55 per $100 for 1957. 1.4 for rent; is that right 
with your calculations, Mr. Medley ? 

Mr. Mepiey. Make it 1.1,Mr.Chairman. Before you leave that rent 
item, I think there is something we should bring out and that is that 
we have not been as successful in getting out of this rented space as 
we anticipated at the time we went into it with the budget and will 
have to request some supplemental funds to pay rents at—— 

Mr. THomas. I think you will finally get around to it. Unfortu- 
nately, you have to adjust for about 50 percent more rent bill than you 
need according to the installations I have been in. Every one I have 
been in, you are paying at least 50 percent too much rent, and when you 
get rid of your wi arehouse i in Seattle, I think you will reduce your cost 
at least 50 percent; will you not? 

Mr. Mentey. Yes, sir. 

Mr. Tuomas. Certainly you were not using 50 percent of that big 
building in Seattle. 

Mr. Mansvre, I would like to say one thing. 

I took the heads of two of the biggest department stores in that 
section of the country through the Kansas City operation. Their 
comment was that we have the finest operation they have ever seen, but 
we have just about 50 percent too much space for current sales. But 
one of the reasons for that is that it is a newly built Federal building 
and they had to allow a cushion for expansion, primarily for Depart- 
ment of Defense, which is developing, but not as rapidly as then 
anticipated. 

Mr. Tuomas. Perhaps it was good judgment under the circum- 
stances to build the buildings larger with the idea to rent out some 
of that space until you need it. 

With the large localities you have and these tremendous stores that 
you built, you ought to have other Government agencies to take care 
of part of that space. 

Mr. MAnsure. We have done so wherever possible. Further, we 
have just brought some fresh thinking into the organization. On the 

15th of December we were able to obtain as our regional director in 
Atlanta a former vice president and general manager of Macy’s. He 
had 30 years with Macy’s and re: rched mi indatory retirement at age 
56. We will see that he meets the committee. He has lots of ideas. 

When he went through our Atlanta operation, he said the same 
thing that the people in Kansas City said. We have a good opera- 
tion but we could do a much greater volume of business with that 
space. He is going to try to work out some inventory principles 
which will apply not only in Atlanta but across the country. As the 
committee will recall one of the Kresl-Kline objectives was similarly 
to increase stock turn and reduce space and inventories. 

Mr. Tuomas. Mr. Medley says 1.1, and I have 1.4 here. 
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What are the other items to make up the $7.55 of your sales cost per 
dollar ¢ 

Mr. Daty. Purchases, stores operations, inspection, space and ad- 
ministrative costs. 

Mr. Tuomas. You have freight and something else in there do you 
not ¢ 

Mr. Dary. Free delivery costs are in there. The agency pays the 
freight from the store. 

Mr. Tuomas. You pay it from the manufacturer to the warehouse / 

Mr. Meptey. That is right, it is paid out of the general supply fund 
asa part of the cost of the commodity. 

Mr. THomas. You add that to the cost of the commodity ? 

Mr. Mepiey. That is correct. 

Mr. THomas. What is the other 614 for? That is salaries / 

Mr. Meptey. Do you want all the salaries / 

Mr. Tuomas. Whatever items go to make up that $7.55 per hundred. 

Your direct salary warehouse and your other two items, cataloging 
and what not, in other words. 

Mr. Mansvre. I believe they can get that. 

Mr. Tuomas. When you get through, you will have around 6 per 
cent on sales and that will be out of line, salary costs. 

Mr. Meptey. The $7.55 includes all costs for both stores and direct 
delivery programs as well as motor pools, and so forth 

Mr. Tuomas. You have to charge all your salary costs against 
that $110 million or $115 million. 

How did you all arrive at this figure of $7.55 per hundred dollar 
costs? You certainly ought to have it, 

It includes the stores operations, direct-order purchasing, which is 
the buying for store stock and direct delivery, space and related costs, 
inspection, equipment maintenance, and administrative operations. 

We show that in total, Mr. Chairman, on page 145. To break it 
down percentagewise according to type of sale and activity will take 
a few minutes of figuring. 


STORES OPERATIONS EXPENSE 


Mr. Tuomas. Your personnel costs provide 247 additional man- 
years to handle a 31-percent increase in sales of stock ? 

Mr. Daty. Yes, sir. 

Mr. Tuomas. Your total personnel service is $4,235,000 and it is 
not $5,800,000, is it? 

Your $5.8 million covers everything, other objects as well as the 
personnel under the stores operations ¢ 

Mr. Dany. Yes. 

Mr. TrHomas. What do you need with $40,000 for travel, stores 
operations ? 

Mr. Day. We have to have considerable travel between Washing- 
ton and the other offices to work out programs, and then by the re- 
gional people in the stores operation to get out and talk to the agencies 
and work out their problems, particularly with the military. 

Mr. Tuomas. What is the difference between item 2 and item 5 on 
page 147% Item 2 is $341,800 for transshipment of items between 
warehouses for maximum utilization of inventory and for delivery of 
items within local delivery area. 


2350—56—pt. 1 54 
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Do you shift them from warehouse to warehouse ? 

Here is an item for $639,000 for contractual service including 
motor vehicles; that is where you deliver them to the buying agency 
within the town where your warehouse is ? 

Mr. Day. That is correct. 

Mr. Tuomas. I thought they paid that cost and you paid the cost 
from the manufacturer to the warehouse. 

Mr. Daty. The cost from the manufacturer to the warehouse, Mr. 
Chairman, is included in our price, In each region we have a certain 
restricted area where we will deliver free. 

Mr. Tuomas. And you pay the costs by motor vehicle? 

Mr. Dany. Yes, sir. If we ship by common carrier or parcel post, 
they pay that cost, 


UNIT COST PER $100 OF SALES 


Mr. Tuomas. Haye you come up with that breakdown of $7.55, Mr. 
Medley ¢ 

Mr. Mepiry. Yes, sir. Based on total sales of $202.7, the amount 
included in the estimate for “Stores operations” figures $2.86 for 
purchasing, it figures $1.58, for space and related costs $1.10— 

Mr. Tuomas. Do you mean rent ? 

Mr. Mepiey. Rent and utilities, right. That is complete space 
costs, 

Mr. Tuomas. Go ahead. 

Mr. Mepiry (continuing). For Inspection it figures 46 cents and 
for administrative costs, $1.55. 

Mr. Tuomas. What does that make ? 

Mr. Mepiey. That totals $7.55 which is shown at the bottom of page 
145. This factor merely reflects an average cost for all sales mixed, 
l. e., stores, direct delivery, motor pools, and so forth, 

Mr. Trromas. $1.10 for rent, $1.58 for purchasing, 46 cents for 
inspection, $1.55 for administrative operations? There is no $7 there 
vet. 

Mr. Mepiey. $2.86 for stores. That totals $7.55. 


DIFFICULTY IN ELIMINATING LEASED SPACE 


Mr. Chairman, before we leave that space item, I am afraid you 
are going to be disappointed with us because we are not going to be 
able to make the reductions that is anticipated in this budget. We 
had contemplated that. in Seattle, New York, San F ‘ancisco, and 
Boston we would be able to get out of leased space into Government 
owned. We have accomplished that in Seattle only. 

Mr. Mansure told you about the situation in New York, where we 
either have to renew our lease in Newark or possibly purchase, 

Mr. Mansurr. What do we pay, $255,000 a year? I am told it is 
$257,000 annually for rent. 

Mr. Tuomas. Whereabouts is that? 

Mr. Mansurr. Newark. It is a multistory with too high handling 
costs. 

Mr. Tiomas. How far is that from Somerville? It is less than 10 
miles, is it not? 

Mr. Mansvurr. Somerville js south and west of Elizabeth or New 
Brunswick, 
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Mr. Tuomas. How far is it, 15 or 20 miles / 

Mr. Mansure. Which, to Newark ¢ 

Mr. Tuomas. Somerville, from the Newark warehouse. 

Mr. Mansure. Oh, no; it is almost an hour’s drive to Somerville. 

Mr. Trroatas. I know it is an hour’s drive because you have a lot of 
traffic, but it is not very far, 35 or 40 miles? 

Mr. Mansure. About. I would say it is around 30 miles, possibly 
« little bit more. 

Mr. Tuomas. Look at the space you have there. 

Mr. Mansure. That space is not so good because there has to be a 
lot of maintenance, and that is why the ‘y are talking about space at 
New Brunswick. 

Mr. Tuomas. What is wrong with the space in Somerville ¢ 

[ know it is cold. 

Mr. Mansvure. The roof is in bad shape. It is divided up into four 
buildings, which means cross-handling of merchandise. On - of 
that, it is not as much space as they actually need. It is lacking about 
fifty or sixty thousand square feet of needed space. 

Also, we would have to move Federal civil defense out of there into 
other locations to make the space available. So we have a double 
move, 

Mr. Tuomas. Federal civil defense ought to move anyway. 

Mr. Mansure. Of oa they also have an expanding program of 
38 warehouses this yea 

Mr. Tuomas. They — no business being there. If the worst 
should come and they needed that stuff, they could never get it out of 
there. It would take them 30 days to get it out. They certainly have 
no business being in there. 

Assuming that they get out, would you not have enough space in 
that building for you? It is Government- owned and you would not 
have to spe ind any money except for repair money. 

Mr. Mansvre. One of our other troubles is that we cannot get com- 
plete clearance, as I understand, from defense for locations to which 
we hope to move Federal civil-defense inventories, 

Mr. Day. This is the big problem. We have not been able to find 
relocation points for the stockpile FCDA has in Somerville now. 
We have found defense activities where they can move into the space 
for some of the materials presently stored there but not all of it. 

So we are not sure of vacating all the buildings. 

Mr. Mansvure. Even if we vacate them entirely, we do not have 
sufficient space for moving Newark into that location. 

Mr. Tuomas. How much space will it give you if Civil Defense 
Inoves out ¢ 

Mr. Mansure. About 300,000 square feet. 

Mr. Tuomas. You would not need more than 300,000 square feet, 
would you? That is not your bigge ‘st office, it is your fourth biggest. 

Mr. Dary. New York is presently occupying around about 363 3,000 
square feet, and we figure about 1957 they will need 450,000. 

Mr. Mansvure. They want 400,000 right now. 

Mr. Dary. As a matter of fact, you will remember that New York 
had to take some of the overflow out of Newark and put it over near 
the shipyards to take care of some of the overflow. 

Mr. Tuomas. Wait a minute now. 
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You are telling me something I did not hear before. They took 
something.out of the Newark warehouse, when ¢ 

Mr. Day. I think it has been séveral months ago. We went into 
an expediting program to build up inventories and ; get out of a back- 
order situation. 

Mr. Tuomas. I was there a year ago and you had a lot of wasted 
space. 

Mr. Daty. Yes, sir; but that inventory has been increased consid- 
erably and sales have been increased in New York since you were there. 

Mr. Tuomas. They had a lot of unused space then, though. 

Mr. Day. Yes, sir; but they are jammed up now and have a rela- 
tively small amount in another location to store some of the bulk 
stores. 

Mr. Tuomas. Where did you move it to down at the Brooklyn Navy 
Yard? 

Mr. Dary. At the Kearney shipyard. It is Government space. 

Mr. Tuomas. How much space do you have in the shipyard? 

Mr. Daty. I think it is around 20,000 square feet. 

Mr. Tuomas. Getting that free ? 

Mr. Day. Yes, sir. 

Mr. THomas. Twenty or thirty thousand square feet, you can put 
that in your eye as far as one of those big buildings you have there. 
They could skip over a vacant 25,000 square feet and not think a 
thing about it. 

I hope that you will get your people and get them to realize that 
this space is awfully expensive and they should make as good use of 
it as though they were spending their own money. 

The old human equation exists that it is not costing us anything and 
the human inclination is to take as much space as you can get. It is 
different if a man is paying for it. 

Mr. Evins. Mr. Chairman, in case of emergency, we might be glad 
if we had this excess storage space ? 

Mr. Mansvre. It would be a good cushion. 

Mr. Tuomas. We could sure use this then, no question about it. It 
is a little rough in the meantime. 

Mr. Mansvure. Of course, there is one answer to this additional 
space problem, that if we were carrying out our functions of supply- 
ing the three military branches as we were supposed to, we would not 
have additional space. 

In other words, some of the services are buying things that we 
ought to be buying for them. 
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DIRECT ORDER INSPECTION 


Mr. Tuomas. What about your inspection costs here, $917,000 
against $683,000? Mr. Reporter, insert pages 157 and 158. 
(The justification is as follows :) 


EXPENSES, GENERAL SuppLy Funp 


4. Direct order inspection 


Average employment 
Amount 
| Departmental Field 


1956 ih ahs th Sd cence - _ sale aed $683, 100 8.0 89 
DNGNND 1 dibikecawicadens Saeicteleia e +- 233, 900 +.8 +37. § 


” 


917, 000 8.8 | 27. 
\ { 


HIGHLIGHT 


“Delivery of commodities of specified standards is assured by inspections 
at contractors’ plants or at supply depots, and by laboratory tests and analyses 
of samples prior to acceptance. Of $120 million worth of material inspected and 
tested in 1955, $3 million worth was rejected and replaced by standard merchan- 
dise”’ (from the budget for 1957). 


JUSTIFICATION 


Unit of measurement consists of dollar volume of purchase orders issued for 
stores and nonstores items. 
1955 1956 1957 


Purchase orders issued (millions of dollars) --- $154.7 $168. 0 $207. 4 
Unit cost (per $100) - ‘ $0. 33 $0. 41 $0. 44 


Performance cost--.----- — 5OR, 840 683, 100 917, 000 
i 


During 1955, 85 percent of stores items and approximately 25 percent of non- 
stores items were inspected. This coverage is too low. Mounting complaints 
from customer agencies disclosed increasing volume of uninspected materials not 
complying with specifications, were entering the supply system. These viola- 
tions of contract specifications are not only costly to adjust but also undermine 
effectiveness of standard specifications program. 

Program for 1956 is based on full inspection coverage of stores items and some 
improvement in nonstores coverage. Increase in unit cost in 1956 over 1955 
reflects annualization of pay increases applicable only part year in 1955 and 
increased inspection coverage. Estimate for 1957 continues full coverage of 
stores items at reduced cost due to volume, and increasing nonstores coverage 
to 35 percent. This increased coverage will assure greater compliance with speci- 
fications. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEE “ACTIVITY DATA SHEET”) 
Personal services and staffing.—$733,200. Distribution of positions follows: 


| | 


1955 1956 | 1957 


3 | 
Inspections—FSS stores depot 32 27 
Inspections- manufacturer’s plant 30 45 
rests—GSA 23 2s 


Total positions 85 
Average employment ee 80. 3 
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Other objects.—$183,800 of which. $140,600, or 15.8 percent of estimate, covers 
program operations costs, including: 

(1) $55,000 for 3,055 travel days at $18 by inspection personnel. 

(2) $44,000 for tests performed in commercial and other Government labora 
tories. 

(3) $13,000 for rental of laboratory equipment from GSF. 

(4) $8,000 for supplies and materials for laboratory testing. 

(5) $20,600 for rental of vehicles from GSA motor pools. 

Balance of $48,200, or 4.7 percent of estimate, covers: 

(1) $1,500 for 65 travel days at $23 for central office supervision. 

(2) $41,700 for normal office expenses. 


APPLICATION OF COSTS 


Costs of this activity are ss as follows: 


1955 1956 


1. Stores items (millions of dollars) ---- $93.0 4 $93.8 
Unit cost (per $100) _ __- neice ; ci 45 | . 59 


Applied costs__----- <i ; 419, 689 549, 400 


2. Nonstores items (millions of dollars) 61.7 
Unit cost (per $100). ......------- sie ‘ .14 | 


Si 
Applied costs_.--.---- , ie 9, 1 | 133, 700 


Mr. Tuomas. You have 135.8 man-years against 97. 

You have an increase of $233,900 over last year, making a total of 
$917,000. 

Is this all salary cost ? 

Mr. TecKEMEYER. $183,800 is for other objects. 

Mr. Tuomas. Of which $140,000 is program operation costs, includ- 
ing $55,000 for tr avel, $44,000 for tests performed in commercial or 
Government laboratories, $13,000 for rental of laboratory equipment. 
$8,000 for supplies and materials, $20,000 for rental of vehicles from 
GSA motor pool. 

Why do they need that big a rental item / 

Mr. Teckemeyer. That covers the automobiles that are rented by 
the Inspection Division from motor pools to get the inspectors around 
to the various manufacturers’ plants so that they can do their inspec 
tion job. 

Mr. THomas. That is the crowd that is stationed mainly in the Dis- 
trict of Columbia and New York ? 

Mr. TeckeMeryer. No: they are stationed in all the regions. 

Mr. Tuomas. You have two groups, those who do the inspecting of 
the material after it comes to the warehouse, and the other group 
does the inspecting before it leaves the factories ? 

Mr. Teckemeyer. That is correct. 

Mr. Tuomas. Which group spends this $20,600 ? 

Mr. TeckemMeyeEr. The ones who do the inspecting in the factories. 

Mr. Tuomas. How many are there? 

Mr. Tecxemeyer. In 1957 we will have 88 people assigned to that 
activity. 

Mr. Tuomas. That is not the figure we had this morning. 

Mr. Teckemeyer. No. The figure we had this morning was in con- 
nection with “Operating Expenses FSS” and covered only i inspection 
of Federal schedule items. 

Mr. THomas. How many were there? 

Mr. Teckemeyer. On that program there were seven in the field. 
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Mr. Tuomas. What do these do now that the seven do not‘ 

Mr. Treckemeyer. These do the work connected with the delivery of 
nonstores items and also in the manufacturers’ plants where we have 
multiple deliveries of stock replenishment items to our various ware 
houses. It avoids inspection at each receiving location. 

Mr. Tuomas. You have two sets of inspectors. 

Mr. TeckeMeyer. For appropriation purposes we set them up sepa 
rately. In actual operation they work as one inspection organization 
to work on any program where it is feasible and economic: al for them 
to work, rather than having different groups of inspectors in the same 
localities. 

Mr. Tuomas. What are you charging this group to? 

Mr. Teckemryer. To “Expenses, general supply fund.” 

Mr. THomas. What did we charge that other group of seven to 

Mr. TrecKEMEYeR. “Operating expenses, Federal Supply Service.” 

Mr. Mepiey. That is on page 128. 

Mr. Tnomas. I remember it. And the duties and services are all 
commingled ; are they not ¢ 

Mr. Teckemeyer. That is correct. 

Mr. Tromas. That should lessen your duties next year. Just com 
bine them all in one and give a little word of expl: aie ae Why 
this increase ¢ 


BASIS FOR INCREASED ESTIMATE 


Mr. TeckreMeyer. $181,700 of the increase is directly related t 
the increased stores stock replenishment purchasing of $39.1 ieiiilons. 

Mr. Tuomas, Tell me what the other is. 

Mr. Teckemeyer. The remaining $52,200 is to increase our inspec 
tion coverage from 25 to 35 percent on direct delivery of nonstores 
items. 

Mr. Trromas. That is your increase in numbers then ¢ 

Mr. Treckemeyrr. Increase in numbers, yes, of inspections that we 
will be able to make. 

Mr. Tuomas. That is about it then; is it not ? 

Mr. TecKEMEYER. Yes, sir. 

Mr. Mepiry. One out 3 instead of of 1 out of 4. 

Mr. Tuomas. What jason mean by that? 

Mr. Meptry. They are inspecting approximately 25 percent in the 
nonstores items and it would go up to 35 percent, so that certain 
inspectors inspect 1 out of every 3 instead of 4. 

Mr. Tuomas. You mean just 1 out of every 4 items now is inspected, 
regardless of whom it is bought from ¢ 

Mr. Teckemeyer. That is right. 

Mr. Mansvre. It is not exactly whom it is bought from. Let us 
qualify that. 

Mr. Teckemeyer. For example, we are at the present time covering 
the particularly difficult items to inspect; for instance, truck equip- 
ment. At the present time we are not inspecting the regular com- 
mercial grade of truck. 
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INSPECTION STAFF FOR GENERAL SUPPLY FUND 


Mr. Tuomas. Let me see your green sheets on this organization. 
You have 133 people; is that correct ? 

Mr. TeckeMeyer. One hundred and thirty-three in the field. 

Mr. Tuomas. How many departmental ? 

Mr. Teckemeyer. Nine. 

Mr. Tuomas. That makes a total of what? 

Mr. TeckeMeyer. One hundred and forty-two 

Mr. Tuomas. That is right. You have 135 man-years. That would 
be about 150 jobs: would it not? 

Mr. Teckremeyer. One hundred and forty-two. 

Mr. Tuomas. You have one grade 15? 

Mr. TeckemMeyeEr. Yes, sir. 

Mr. Tuomas. He is in the District? 

Mr. TeckemMeyrr. Yes, sir. That is my position. 

Mr. Tuomas. You have one grade 14. Do you go out and do a little 
inspecting also? 

Mr. Teckemeyer. Every once in a while I am called upon to doa 
job because of disagreement between the inspectors in the field and 
the suppliers. 

Mr. Tomas. You have two grade 13’s in the field. 

Mr. Teckremeyer. Yes. 

Mr. Tuomas. And one in the central office. 

Mr. Treckemeyer. That is right. 

Mr. Tuomas. You have two 12’s in the department and five in the 
field. You have thirteen 11’s. Your inspectors go down to grade 11? 

Mr. TreckemMeyer. We have inspectors down to grade 5. Those 
inspectors at grade 5 work under the supervision of a higher grade 
inspector and do nontechnical warehouse inspections. 

Mr. THomas. You have a man inspecting and it is upon that certifi- 
cate that that stuff is received. 

Mr. Teckemeyer. Not the grade 5. That is grade 7. 

Mr. Tuomas. You know, there has been a little unfortunate expe- 
rience that has come to light recently. Was it the Army, the hie 
Force, or which one was it? It was along this line. This is an activity 
that you have to caution your men about ver y carefully. The average 
fellow is not going to willfully do anything wrong, but somebody else 
might pe .rsuade him to do something that does not look wrong on the 
surface of it but may turn out later to be wrong. 

Your people have to be very cautious, A “ood way to 9s them 
to be cautious is to pay them a pretty good salary and get a pretty 
good man to start with. You are not going to get too many of them, 
we will say, at grade 5 doing this type of inspection. If you have 
people at gr: ade 5 doing ths at work you certainly ought to promote 
them, because that type Sof work is clearly entitled to a much higher 
rating than a grade 5. Those people could sign a piece of paper of 
acceptance and it could cost your agency and the t taxpayers thousands 
or millions of dollars. This is very import: int. 

Mr. Evrys. Mr. Chairman, the justification points out there was 
$3 million worth of merchandise rejected in 1955, 

According to the amounts you purchased how does that figure 
percentagewise ? 





Mr. Teckemeyer. It figures out about 2 percent of goods inspected. 
Mr. Evins, How does that compare with merchandising generally ¢ 
Mr. Teckemeyer. I have no figures on that. 

Mr. Mack. It is fairly consistent. Of course it varies with the types 
of commodities. Paint is a hazardous item. It has to be checked 
very carefully and the rate of rejection is on the high side, but in 
ceneral I think that is fairly conten’. 


DISPOSAL OF SURPLUS PERSONAL PROPERTY 


Mr. Tuomas. This crowd has been speaking very favorably of you, 
Mr. McCormick. 

Mr. McCormick. I think a lot of them. 

Mr. Mansure. I want to say in behalf of the majority leader he 
las been most helpful to GSA too, 

Mr. Tuomas. Mr. McCormick, as we pointed out this morning, has 
been interested in this terrific problem of disposal of personal prop 
erty, and I think we can handle this thing in a way that will be very 
pleasing to you and the administration, too, over here. We went into 
it at length this morning and it shows that the Army is not getting 
the return that these people here think they can get; perhaps 7 per- 
cent against GSA’s estimate of 14 percent. The expense of disposal 
is tremendous. They take a few thousand dollars here and they will 
get a better return than the armed services on $30 million or $40 
million last year. 

Mr. McCormick. Then it does not come back in miscellaneous 
receipts. 

Mr. Tuomas. We will be glad to have you sit in here with us. 

Mr. McCormick. Thank you very much. I know that you can do 
a better job than if I were here. 

Mr. Trromas. We will be delighted to have you come down here 
and sit with us and help us out any time you have a free minute to 
spare. T doubt that you will have that minute. 

Mr. Mot ormick. Thank you. 


ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. What about this administrative cost on page 162? 
We will put this page in the record. 
(The appropriate justification chart follows :) 
Expenses, GENERAL Supply FuNp 
Administrative operations 
{mount 
; S es siesiicipdiaiebaisidaos ee 
Change aw eee Lee ce. L898, 800 


3, 144, 000 


HIGHLIGHT 


“Financial, administrative, legal, compliance, and information services required 
to support this program are provided by the integrated staff organization of GSA. 
Increase in total sales program is $34 million, or 20.1 percent as compared to 14.5 
percent in cost of administrative operations.” (From the budget for 1957.) 

Based on workloads generated by the program proposed for 1957, it is estimated 
that administrative operations support will cost $3,144,000, which is 1.55 percent 
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of sales volume of $202.7 million. This is a drop from 1.62 percent for 1956. 
It reflects comparatively lower cost for increased volume of sales and improve- 
ment in methods of operation. 


Performance cost 1955 


Total sales (millions) $148.9 
Unit cost (per $100 of sales) cc apeuell ; 1.74 

Total cost or estimate : 2, 590, 238 
(a) Financial services 1, 749, 372 24K 
(6) Administrative services 1 602, 784 42 
(c) Legal services ‘ 22, 092 a 25 
(d) Compliance services 35, 400 : 5 
(e) Business service centers , 590 


), 
5, 
>, 
2, 
91, 


Distribution of cost: 
Departmental i 435, 493 
Regional | ‘ 


Total__. ‘ ; oaan 2, 590, 238 | 


Distribution of average employment: 
Departmental ie bl 52.8 | 73. 4 | 
Regional a i a ta ae ie anal cede 32. 6 392.9 | 


ae id dicisstecti ts chal ceatetmbticbbabdadebts 95.4 | 466.3 | 


! Includes penalty mail costs as follows: 
1956 


Federal Supply Service a | $43, 987 $52, 000 $50, 000 
Amin ieretils GOMMIONS . . ooo s So ce wee cn ncscncccn 3, 825 5, 000 | 5, 000 


Total : 8h 57, 000 | 55, 000 





Mr. THomas. You say here: 


Financial, administrative, legal, compliance, and information services required 
to support this program are provided by the integrated staff organization of GSA. 

Is that part of your language, Mr. Medley ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. The increase in total sales program we already have 
in the record. What is the difference between this cost and this other 
cost? One is for managerial and this is for purely technical service 
like financial services or ‘legal services ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What is this “Administrative services” item, though ? 

Mr. Meptry. That is for personnel, office services, and other func- 
tions of the office of management. 

Mr. Tuomas. Did we not have that item above here a while ago? 

Mr. Meprry. Yes, sir. It now appears in each operating expense 
appropriation of GSA. It appears here with respect to general sup- 
ply fund operations. 

Mr. THomas. What about the increase here, Mr. Medley ? 

Mr. Meptry. We have a 20-percent increase in the program, Mr. 
Chairman, and only a 14-percent increase in the cost of administrative 
operations. 

Mr. Tuomas. Do you think that ought to be increased up to 20 per- 
cent to make it even? 

Mr. Meprry. No, sir; we think we can do it with this. 
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GENERAL Suppty Funp 


Mr. Tuomas. Let us get rid of all these items that are following here 
uder “General supply fund.” Let us put the increase in the general 
pply fund, pages 172 and 173, in the record. 

(The appropriate justification charts follow :) 


GENERAL SupPLY FUND 


0 
+10, OO, OOO 
10, 000, OOO 


GENERAL STATEMENT 


“This fund finances, on a reimbursable basis, a national supply depot system 

nd a system of ordering supplies for direct delivery to agencies. The fund sells 
the supplies or services at cost to other agencies and the District of Columbia. 
ixpenses for operating the fund for these purposes are provided for under the 
appropriation ‘Expenses, general supply fund.’ 

“Also financed by the fund and reimbursed by the using agencies are operations 
of interagency motor equipment pools established in areas of high vehicle density. 

“Estimate for 1957 provides for further increase in sales of stores items to 
iiilitary establishments under the administration’s program for progressively 
expanding use of these supply facilities by Department of Defense. No substan- 
tial change is anticipated in sales level of nonstores items. Activation of addi- 
tional interagency motor equipment pools programed for 1957 is expected to 
produce substantial increase in sales of services and result in elimination of 
some 750 vehicles from agencies’ fleets. 

“Actual goods and services delivered during 1955, and estimated for 1956 and 
1957, follows: 

{In thousands] 


1955 actual | 1956 estimate | 1957 estimate 
~tores items (including fuel) = $80, 358 $86, 500 $115, 000 
Nonstores items ‘ ; 47,491 63, 000 | 70, 000 


\lotor equipment pool and repair facilities___- 1,977 3, 300 8, 200 
pecial operations. ...........- Goan oe 5, 000 5, 000 5, 000 


134, 826 157, 800 198, 200 


“Current investment of the United States Government in the fund is $46 
million, of which $44 million represents direct appropriations, $1 million donated 
assets, and retained earnings of $1 million. Increase of 25.6 percent in delivered 
orders over 1956 necessitates provision of an additional $10 million in capital 
by direct appropriation. Additional donated assets arising from transfers of 
motor vehicles from other agencies upon establishment of interagency motor 
equipment pools will be utilized to capitalize the value of such equipment in the 
fund. 

“Any operating surplus, as determined by General Accounting Office audit, must 
he returned to Treasury as miscellaneous receipts. Earnings from prior years’ 
operations amounting to $821,750 were returned to Treasury during 1955 and 
$976,896 will be returned during 1956” (from the budget for 1957). 

In 1951, appropriated capital of GSA was increased from $10 million to $44 
inillion. Donated assets increased total capital to $45.1 million by June 30, 1955 

Goods and services supplied increased from $106.3 million in 1954 to $134.8 
million in 1955, while cash balance in the fund has reduced from $13.8 million 
on June 30, 1954, to $4.3 million on June 30, 1955. Further increases programed 
for 1956 will make it necessary to secure temporary advances from large customer 
agencies, if possible. 

As program projected in estimate for 1957 provides an increase of 25.6 percent 
over 1956, it is obvious that an increase in appropriated capital is essential for 
operating the fund. This estimate proposes additional appropriated capital of 
$10 million for 1957. 
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APPROPRIATION LANGUAGE 


General supply fund: To increase the general supply fund established by the 
Federal Property and Administrative Services Act of 1949, as amended (5 U. 8. C€ 
630g), $10,000,000. 


BUDGETARY AUTHORIZATION SCHEDULES 
Amounts available for obligation 
Appropriation—1957, $10 million. 
Analysis of transfers to revolving fund 


Obligations incurred during the year (total transfers to revolving fund— 
out of current authorizations )—1957, $10,000,000. 


JUSTIFICATION 


Good relationships with vendors and realization of maximum discounts re- 
quire that cash position of the fund allow prompt payment of bills. Through 
1955 appropriated capital plus advances obtained from customer agencies has 
been adequate with a fair margin for safety. However, program expansion for 
1956 will tie up almost all of the present appropriated capital in inventories, 
receivables, equipment, etc. Further program expansion provided for in 1957 
estimate will require at least $10 million additional capital. 

Financing for 1957 reflects continued efforts to obtain advances from customer 
agencies on large orders. There is a practical limit on how far this can be 
pursued. It requires persistent negotiations and it is often difficult to work out 
distribution of cash by regions on large bulk orders for wide distribution. 

Comparison of invested capital reflecting application of additional appropria- 
tion to meet increased sales, and conventional business-type statements follow. 


INCREASE IN CAPITAL OF FUND 


Mr. Tuomas. With this explanatory language you ask for $10 
million additional and the fund now has appropriated capital 
$44 million; is that correct? 

Mr. Meptey. That is right. 

Mr. Tuomas. You want to increase this to $54 million. You want 
$10 million to increase your sales about $30 million ? 

Mr. Meptey. That is correct. 

Mr. Tuomas. Your funds are in good shape, I presume. 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. You have not been losing an money recently, have 
you! 

Mr. Meptery. No, sir. As of the first 6 months of this year, Mr. 
Chairman, we have made a small profit. Of course, the object is to 
break even. You always break even a little on the high side and on 
this the first 6 months this year the profit is $806,000. 

Mr. Tuomas. How much stock do you have on hand to offset that 
S806,000 ? 

Mr. Meptry. Inventory you mean? 

Mr. Tuomas. I mean stock that you cannot eat or give away. 

Mr. Meptey. I would like to have Mr. Daly speak to that question. 

Mr. Tuomas. You spoke to that profit now. Can you not speak 
to the loss? 

Mr. Meptey. No. Every year, Mr. Chairman, any stock that we 
have that ought to be written down is written down and that is taken 
into account at the time the profit or loss for the year is computed. 

Mr. Osrertac. In other words, your inventory equals the fund? 
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Mr. Mep.ey. No, it does not, Mr. Ostertag. To summarize the 
balance sheet. that is on page 174, it breaks down this way: we will 
have about $77 million worth of assets which breaks down into $5.8 
million in cash, $33 million in accounts receivable, $31 million in 
inventory, and $8.1 million in operating equipment, which includes, 
by the way, the vehicles that are purchased for the motor vehicle fleet. 

“Against that, of course, we have accounts payable of about $20 
milhon. 

We currently have available capital of about $47 million, which 
includes $44 million appropriated and $3 million donated. We have 
a need for $57 million, so that is where you get the difference of $10 
million. 

Mr. Tuomas. Gentlemen, I think we should recess for today. 

We will start in the morning again. 


THurspay, Frsruary 2, 1956. 
STOCKPILING 
WITNESSES 


R. A. HEDDLESTON, ACTING COMMISSIONER, EMERGENCY PRO- 
CUREMENT 

C. A. FREDELL, ACTING DIRECTOR, MATERIALS 

0. W. TECKEMEYER, DIRECTOR, INSPECTION 

VICTOR JOHNSON, DEPUTY DIRECTOR, STORAGE AND CUSTODY 

T. V. WILDER, DIRECTOR, MATERIALS, RESEARCH, AND ANALYSIS 

S. B. HANES, ACTING DIRECTOR, ABACA PROGRAM 

H. V. LLEWELLYN, CHIEF, RAW MATERIALS BRANCH 

VICTOR ERICKSON, FINANCIAL ANALYST 


OFFICE OF DEFENSE MOBILIZATION 


C. F. OGDEN, ASSISTANT DIRECTOR FOR MATERIALS 
WILBERT G. FRITZ, CHIEF, PROGRAM COORDINATION DIVISION 
DR. J. D. MORGAN, SPECIAL ASSISTANT 

CHARLES KENDALL, GENERAL COUNSEL 


Mr. Tuomas. Please come to order. We have with us this morning 
a continuation of the General Services Administration hearing. We 
have the matter of strategic and critical materials. 
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STRATEGIC AND CrITICAL MATERIALS 


Program and financing 
"3 
1955 actual | 1956 estimate | 1957 estimat 


Program by activities: 
1. Acquisition of materials 
(a) Cost fp -rehased materials $578, 756, 344 | $299, 304, 000 $210, O00, (4M 
(6) Expen for donated materials 2, 073, 387 500, 000 500, O0K 
(c) Operating expense 1, 073, 629 1, 063, 400 947, 41x 


Total acquisition of materials 581, 903, 360 | 300, 867, 400 211, 447, 40) 


2. Custody of materials: 
(a) Handling and storage | 17, 138, 864 17, 741, 381 17, 148, OM 
(b) Cost of rotating materials 58, 178, 587 105, 851, 000 107, 049, Oo. 
(c) Physical inventory of materials ; 1, 000, 000 7, 009, OO 
(d) Operating expense-- = 843, 991 987, 500 1, O28, 60K 


Total custody of materials 76, 161, 442 125, 579, 881 132, 225, 60 
3. Administrative operations. 1, 326, 232 1, 403, 300 1, 375, 000 


Total obligations 659, 391,034 | 427,850, 581 | 345, 048, 000 
Financing: | 

Comparative transfers from (—) or to other accounts 220, 000 — 157, 000 
Unobligated balance brought forwdrd_ — 348, 049,082 | —319, 363, 581 = —548, O00, DU 
Uncbligated balance no longer available (transferred to 

“Strategic and critical materials (liquidation of contract 

authorization), General Services Administration’’ (68 

Stat. 282)) 27, 600, 000 
Advances and reimbursements from non-Federal sources —49, 031,603 | —95, 260, 000 — 6, 397, (XK 
Recovery of prior year obligations — 229, 541,930 | —40, 000, 000 
Unobligated balance carried forward 319, 363, 581 548, 000, 000 299, 349, 000 


Appropriation (adjusted) __- 379, 952, 000 | 521, 070, 000 


Note.— Reimbursements from non- Federal sources are from sale of perishable materials under the rotatior 
program (50 U.S. C. 98). 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimat 


CENERAL SERVICES ADMINISTRATION 


Total number of permanent positions 471 
Full-time equivalent of all other positions. _- 2 
Average number of all employees | 416 


Number of employees at end of year 417 


Average salaries and grades: 

General schedule grades: | 
Average salary $4, 901 $5, 305 
Averaze grade GS-6.6 GS-6.6 | 

Ungraded positions: Average salary $4, 068 | $4,175 | 

01 Personal services | 
Permanent positions $2, 089, 795 $2, 340, 014 
Positions other than permanent_.-- 13, 426 13, 125 
Regular pay above 52-week base &, 263 9, 111 
Payment above basic rates 16, 670 12, 050 | 


Total personal services 2, 128, 154 2, 374, 300 2, 282, SiH) 
Travel 69, 848 78, 500 86, O00 
Transportation of things 7, 736, 960 15, 450, 590 13, 849, 51 
Communication services 39, 590 | 38, 900 38, 200) 
Rents and utility services 9, 392 2, 000 1, 00 
Printing and reproduction 23, 208 22, 400 21, Si 
Other contractual services , 920, 429 14, 366, 621 18, 317, 700 

Payment to ‘Administrative operations fund, Gen- 

eral Services Administration”’ , 326, 232 1, 403, 300 
Services performed by other agencies 14, 311 5, 935, 770 6, 004, S00 
Supplies and materials 652, 524 388, 172, 100 303, 065, 101 
Equipment 19, 484 
Refunds, awards, and indemnities- 380 
Taxes and assessments 6, 407 6, 100 


1, 375, OOO 


6, 1M 


Total, General Services Administration 937, 919 27, 850, 581 345, O48, 0 
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Obligations by objects—Continued 


Object classification 1955 actual (1956 estimate 1957 


ALLOCATION TO DEPARTMENT OF THE ARMY 
Total number of permanent positions 
\ verage number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade , 
Ungraded positions: Average salary 
01 Personal services: 
Permanent positions 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
02: "TO ce a 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
07 Other contractual services 
08 Supplies and materials. = 
13 Refunds, awards, and indemnities 


1 


15 Taxes and assessments 


Total, Department of the Army 
ALLOCATION TO DEPARTMENT OF THE AIR FORCE 


fotal number of permanent positions 
Average number of all employees 
Number of employees at end of year 


(verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Personal services: 
Permanent positions 
Regular pay above 52-week base 
Payment above basic rates_- 


Total personal services : 910 
Transportation of things 804 
Rents and utility services 039 
Other contractual services : 952 | 
Supplies and materials 048 
Taxes and assessments_- , 152 


« 


Total, Department of the Air Force d 528, 905 
ALLOCATION TO DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year- - 


Average salaries and grades: 
General schedule grades: 
A verage salary $3, 
Average grade. _. Gs 
Ungraded positions: Average salary $3, 


Personal services: 
Permanent positions $404, 
Regular pay above 52-week base l, 
Payment above basic rates 14, 
Total personal services 419, 
Travel l, 
Other contractual services 1, 375, 


Taxes and assessments 798 


Total, Department of the Navy 1, 797, 321 


Total obligations 659, 391, 034 
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Budget authorizations, expenditures and balances 


| 


| 
1955 actual | 1956 estimate | 1957 estimate 
S . ' 

BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation pi aa $380, 000, 000 | $521, 500, 000 
Transferred (63 Stat. 381) to— 
“Operating expenses, Federal Supply Service, General 
Services Administration’’- —48, 000 
“Operating expenses, Transportation and Public Utilities 
Service, General Services Administration”’ . 
Adjusted appropriation a 379, 952,000 | 521,070,000 |_____- 
Balance brought forward: 
ce nial ntubcasasinnn . ier 348, 049, 082 319, 363, 581 $548, 000, 000 
SS ae shia patios -------] 843, 453, ol¢ 440, 741, 860 204, 575, 441 


Total budget authorizations available____.______- I, 571, 454, 096 1, , 290, 175, 441 842, 575, 441 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations - ; . ae 
Out of prior authorizations |f 774, 748, 655 


Total expenditures : | , 748,655 | 447, 600, 000 "B35, 000, 000 
Unobligated balance no longer available (transferred to | 
“Strategic and critical materials (liquidation of contract 
authorization), General Services Administration’’ (68 Stat. 
282)) Senbakeeuccenbew bes 27, 600, 000 
Balance carried forward: | 
Unobligated oe s 319, 363, 581 548, 000, 000 299, 349, 000 
Obligated........-- ie ig aiheshnirbiieboicieig 449, 741, 860 294, 575, 441 208, 226, 441 


\ aareaeea t 335, 000, 000 











Total expenditures and balances-_----- , O71, 454, 096 1, 290, 175, 441 842, 575, 441 





Mr. THomas. Does anybody have a general statement on this sub- 
ject ? 

Mr. Meptey. I know the committee will be sorry to learn that Mr. 
Walsh, the Commissioner of Emergency Procurement Service, is in 
the hospital. 

Mr. Tuomas. We wish him a speedy recovery. Is there anything 
seriously wrong with him? 

Mr. Meptry. Apparently not. The reports have been good and he 
is progressing satisfactorily 

Mr. Tuomas. We hope he is back on his feet real soon. 

Mr. Meptey. His deputy, Mr. Heddleston, is here, along with mem- 
bers of his staff, and, in addition, the folks who set the policy for stock- 
piling from the Office of Defense Mobilization are here. Mr. Ogden, 
Assistant Director for Materials; Mr. Kendall, who is the General 
Counsel; Dr. John Morgan, who is special assistant to Mr. Ogden; 
and Mr. Fritz, who is Chief of the Program Coordination Division. 
They, of course, will answer any questions the committee has with 
respect to policy in connection with the stockpile. 

Mr. Tuomas. We will insert pages 230 and 232 in the record. 

(The justification referred to follows :) 


STRATEGIC AND CRITICAL MATERIALS 
Program 
$427, 850, 581 
—82, 802, 581 


345, 048, 000 
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GENERAL STATEMENT 


Legislative authority.—Acquisition and stockpiling of selected strategic and 
critical materials was initially authorized by Public Law 117, 76th Congress 
53 Stat. 811). Shortages of such materials during World War IL prompted 79th 
Congress to enact Public Law 520, Strategic and Critical Materials Stock Piling 
Act of 1946. This law authorized continuation of a stockpiling program on a 
vreater scope and had as its primary objective the elimination of a precarious 
and costly wartime dependence upon foreign sources of essential raw materials. 

Organization and operations.—‘In carrying Out the Strategic and Critical Ma 
terials Stock Piling Act of 1946 (50 U.S. C. 98 et seq.), the Emergency Procure 
ment Service acquires and administers materials inventories in accordance with 
veneral guidelines established by the Office of Defense Mobilization” (from the 
hudget for 1957). 

By authority of Reorganization Plan No. 3 of 1953, effective June 12, 1953, 
ODM issues purchase directives to GSA which set forth the quantity, quality, 
and types of materials to be acquired within a specified period of time. These 
directives also set forth general provisions and procedures under which material 
is acquired, and prescribe criteria governing storage. 

Responsibility for administering the stockpile program and procurement of 
strategie and critical materials is vested in GSA which, through EPS, plans, 
develops, and coordinates procurement and storage operations. 

Responsibility for transportation of strategic materials, including contracting, 
routing, and control en route is vested in the Transportation and Public Utilities 
Service, financed under appropriation “Operating expenses, TPUS.” 

Administrative support of program operations is supplied by the respective staff 
offices of GSA, financed from “Strategic and critical materials” appropriation 

Activities of GSA are carried out through the central office which develops 
plans to be followed in achieving the stockpile goal. While major part of pur 
chase operations is conducted in central office, substantial portion of inspection, 
storage, and transportation personnel are located in GSA regional offices and 
“Strategic and critical materials” warehousing locations within continental 
United States. “Strategic and critical materials” activities in London and 
Johannesburg have been discontinued almost entirely and no personnel at these 
locations are supported from this appropriation. 

Budgetary requirements.—During 1955, the high level of economic activity 
created a heavy industrial demand for several stockpile materials. This not 
only reduced the amount available for Government procurement below previous 
forecasts, but also necessitated substantial diversions of deliveries of such ma 
terials aS copper, nickel, and aluminum to industrial supply channels. Since 
the outlook for fiscal years 1956 and 1957 is one of continued high economic 
activity and, because of the rapid progress made toward achieving other stockpile 
objectives prior to fiscal year 1956, the procurement plans developed by the Office 
of Defense Mobilization call for a more moderate acquisition rate than prevailed 
in the past few years. 

“The effect of these actions on budgetary requirements for this program has 
been twofold: (1) Prior year obligations amounting to approximately $270 mil 
lion are being canceled, primarily accounting for an increase in the amount avail 
able for obligation in 1956 from $640 million to $976 million, and (2) the amount 
estimated to be obligated during 1956 has been reduced from the earlier forecast 
of S640 million to $428 million. These factors make it possible to finance the 
entire 1957 program without additional appropriations” (from the Budget for 
1957) : 

linancial data is as follows: 

Appropriation for 1956 (adjusted) __ .. .... BSS OF6. 060 
Unobligated balance June 30, 1955 eee eee dk -. 319, 363, 581 
Estimated receipts from rotation sales 1956_ ._- 95, 260, 000 
Estimated recovery of prior year obligations.....-______- 000, OOO 
Comparative transfer in 1956 : 3 : 157, 000 


Total available 1956 ; s 5. 850, 581 
1956 obligational program ns : a 27, 859, 581 


Unobligated balance June 30, 1956_____ swesitioae _.. 548, 000, 000 
Estimated receipts from rotation sales 1957___- ee se Bache 96, 397, 000 


__ Total available 1957 _ 644,397, 000 

197 obligational program ___- ___.. 845, 048, 000 

Unobligated balance June 30, 1957_.--_-_- 299, 349, 000 
72350—56—pt. 1 55 
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Status of acquisition program.—‘Based on existing objectives, the status of 
the stockpile at June 1955 prices is expected to be as follows: 


“TAs of June 30 (in millions)] 


1955 actual | 1956 estimate | 1957 estimat 





Value of stockpile objectives: 
Minimum objectives_._. ie Re aii $6, 999. 6 $6, 355.8 $6, 355.8 
Long-term objectives (increme nt). 3, 553. 9 3, 993. 2 3, 993. 2 


Total, objectives.___--.-- , : ee, 10, 553. 5 | “10, 349. 0 10, 349. ( 
Procurement for total objectives: 
Material in inventory 5, 664. 6, 115.9 6, 438. 6 
Material on order a ; - 547. £ 277.0 160. 2 


Total procured _ - --- 3, {a 6, 392.9 9 6, 598.8 


Balance to be procured: 
For minimum objectives pin ocararie 
For long-term objectives (increment) - jot Bette 2, 468. 2, 830. 3 








Total to be procured _-_--_----~-- o ere , 342.0 | 3, 956. 1 





(From the budget for 1957.) 


Mr. Tuomas. It is worth repeating, this language: 


In carrying out the Strategic and Critical Materials Stock Piling Act of 1946 
(50 U. S. C. 98 et seq.), the Emergency Procurement Service acquires and admin- 
isters materials inventories in accordance with general guidelines established 
by the Office of Defense Mobilization. 

Responsibility for administering the stockpile program and procurement of 
strategic and critical materials is vested in GSA which, through EPS, plans, 
develops, and coordinates procurement and storage operations. 


That is right on the button. I do not think you can add to that. 


DEFENSE PRODUCTION ACT PROGRAMS 


Before we go into quantities in stockpiling of actual materials, loca- 
tion, and the dollars and cents angle, what is EPS authorizing this 
year in the way of additional facilities, if any, and from whence do 
those funds come, et cetera ? 

Mr. Mrptey. Are you speaking of plant facilities, Mr. Chairman’ 

Mr. Tuomas. Yes. 

Mr. Meptey. We have no funds in here. 

Mr. Tuomas. I know you have no funds in here and you do not get 
them in here. That is what I am fixing to do a little i inquiring about. 

Mr. Meptey. Yes, sir. You are referring to the expansion pro- 
grams under the Defense Production Act. We do not acquire any 
pl: ints or facilities there either, but rather through various forms of 
financial assistance on the part of the Government, such as rapid 
tax amortization, guaranteed loans 

Mr. Tuomas. If you are going to give the aluminum people 
little help on building a plant and put some Government money in 
it, where do the funds come from? You have a billion or a billion 
and a half dollars of Treasury authorization, and handled by the 
President, but EPS handles it; is that not the ‘situation ? 

Mr. Exuiorr. No, sir. There are quite a few checks and balances 
on it. To begin with, GSA carries out these programs only under 
policies and directives and programs approved by ODM. Second, on 
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apportionment of the borrowing authority, that must go to the Bureau 
of the Budget and be approved by them. 

Mr. THomas. Who originates that? Is it EPS, ODM, or who? 

Mr. Exuiorr. We originate the request on the basis of an approved 
ODM program. Then the last check is 

Mr. Tuomas. Whom do you go to to get the money ¢ 

Mr. Exniorr. Bureau of the Budget. 

Mr. Tuomas. It is immaterial whether you originate it or ODM. 
Probably it is more or less a joint oper ration. ODM is ch: urged with 
primary responsibility of being the brain-trusting crowd, if you put 
it that way. But go ahead. 

Mr. Meptey. ODM authorizes GSA to borrow a specific amount 
from the Treasury and then there is a second check, as Mr. Elliott 
mentioned—namely that we have to submit our request to the Bureau 
of the Budget for approval of an apportionment before we can, in fact, 
proceed with that program. 

Mr. Tuomas. When was that Treasury authorization made? 

Mr. Extiorr. 1950. 

Mr. Tuomas. What was it, a billion or a billion and a half dollars? 

Mr. Meptey. The Defense Production Act of 1950, as amended, 
provides borrowing authority not to exceed $2.1 billion. 

Mr. Tuomas. Give us an itemized statement of the status of the 
fund. 

Mr. Meptry. All right. 

Mr. Tuomas. The record should be made crystal clear that ODM 
more or less originates it and passes it over to General Services and 
then General Services carries the ball, you make the financial arrange- 
ments altogether thereafter; do you not? 

Mr. Exxrorr. We do not administer the whole of that borrowing 
authority, sir. 

Mr. Meptey. That is correct, sir. We have here a report—— 

Mr. THomas. What do you mean you do not administer the whole 
of the borrowing authority ? 

Mr. Extiorr. The programs for strategic and critical materials, 
nonagricultural materials, are adminstered in EPS, but there are other 
programs under borrowing authority that are administered by other 
agencies. 

For instance, Interior does the exploration function for minerals 
and metals, Agriculture, Export-Import Bank and Treasury carry 
out some of the functions. 

Mr. Tuomas. That is supposed to cover various agencies of Gov 
ernment, but the part you get you have exclusive management of 
it thereafter ? 

Mr. Exxiorr. That is right, subject to the checks that have been 
mentioned and the further check ‘that there has to be a quarterly 
report to Congress. 

Mr. Tuomas. After you get the money there are no further checks. 

Mr. Exsiorr. If we do wrong this quarter, the Congress can stop 
us next quarter. 

Mr. Tuomas. After you have spent the money, the checks are 
loosened up. 

Mr. Meptey. The amount of borrowing authority in the law is $2.1 
billion and as of September 30 the status of the fund was as follows: 
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Allocations—to the Department of the Treasury, $286 million; Ex- 
port-Import Bank, $50 million 

Mr. Tuomas. Le t us stay with General Services. What did General 
Services get out of that fund and for what purposes ? 

Mr. Meptey. As of January 30, Mr. Chairman, we had $1,336,- 
518,000. 

Mr. Tuomas. Round figures, $1,340,000,000 ¢ 

Mr. Meptey. Yes. 

Mr. Tuomas. Small change. 

Mr. Meptry. Which finances a gross program of $7.9 billion—that 
is, the total gross transactions under the various programs—it includes 
a probable ultimate net cost to the Government of $944,246,000, with 
working capital of approximately $392,272,000. The sum of those 
last two figures equals the amount of borrowing authority presently 
available. 

Mr. Tuomas. What are your various programs that constitute the 
$1,540 million ¢ 

ALUMINUM PROGRAM 


Mr. Meptey. Aluminum—— 

Mr. Tuomas. How much do you spend on aluminum and for what 
purposes 4 

Mr. Meptey. The amount included in the borrowing authority for 
aluminum 

Mr. Tuomas. You are not going to the Treasury and tapping the 
Treasury authorization for the materials. You get those materials 
through appropriated funds here. The Treasury authorization, if 
my memory serves me correctly, as far as you are concerned, goes to 
construction and maybe one or two other phases, but it is not for 
direct purchase of materials. 

Mr. Exniorr. Perhaps I can explain that. Under the aluminum con- 
tracts the Government underwrote the supply for 5 years. That is, if 
they could not find another purchaser, the Government agreed to ac- 
cept any excess or surplus aluminum from expanded production facil- 
ities that the companies had and to buy it. 

Up to date, whenever the Government purchased 

Mr. Tuomas. Did we build the plants or make the loans to the 
companies ¢ 

Mr. Exxiorr. No, sir. 

Mr. Tuomas. What did we give the companies, other than rapid 
write-off ? 

Mr. Extorrr. We gave them rapid write-off and tax amortizations, 

gave them a guaranteed market in the form of a supply contract for 5 
years if they “couldn't find a market elsewhere. 

Mr. Tuomas. They are not having trouble in that regard. Their 


Mr. Ex.iort. Is the other way at the present time. 

Mr. Tuomas. They have more customers than aluminum. 

Mr. Exxiorr. In one case we guaranteed a loan. In two cases we 
made advance payments. I might say that the guaranteed loan, that 
company has now completely refinanced and has paid off the Govern- 
ment. It has paid off that guaranteed loan. They paid off the ad- 
vances. In that case, also, we had agreed to let the company defer 
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payments on some mortgages we held in connection with the sale of 
the old war assets. Those mortgages have been paid off. 

Mr. Tuomas. You have not lost anything on that phase of the 
program ¢ 

Mr. Exxiorr. We haven't lost a dime on any aluminum contract ex 
cept, I do want to make this exception, in connection with the early 
start of a couple of the plants we did pay some excess power costs so 
that they could buy temporary high-cost power to get aluminum pro- 
duction more quickly. 

Mr. Tuomas. Was that the plant on the Pacific coast ¢ 

Mr. Exxiorr. I believe it was the plant in Texas. 

Mr. Tuomas. Where in Texas? 

Mr. Exuiorr. Rockdale, Tex. Chalmette, La., was one, and Wenat 
chee, Wash. 

Mr. Tuomas. What is the tonnage capacity of your new production 
facilities of aluminum and when will they come into production / 

Mr. Exniorr. All of the facilities are in production at the present 
time with the single exception of the Harvey Machine Co. plant out 
in The Dalles, Oreg. . Which had been deferred and which they are now 
doing engineering on. Otherwise they are all in production. 

Mr. Tomas. What are some of the other items 

Mr. Exniorr. Tonnage, 613,000 tons is the aggregate of the new 
capacity. Except for some excess power costs to get aluminum more 
quickly, it hasn’t cost the Government anything. We have made 
money. 

Mr. THomas. What other items are they paying for out of the fund 
of the President ? 

NICKEL PROGRAM 


Mr. Meptey. Nickel. Included in the $1.3 billion is $205 million 
for nickel. 

Mr. Tuomas. How is that broken down? Is it the Canadian and 
Cuban plants? 

Mr. Meptey. I believe there is about $48 million included in that 
figure for plant expansion in Cuba. The rest of it is in connection 
with other contracts. 

Mr. Tuomas. What about your Canadian contract? What is the 
name of the Canadian company ¢ 

Mr. Meptry. Falconbridge. 

Mr. Tuomas. How much 1 money did you put into that in the way of 
facilities? Fifty or seventy-five million dollars, was it not? That 
contract should be about 5 years old now. 

Mr. Forp. There are two contracts with Falconbridge Nickel Mines. 
The first one was made in January 1951, and the Government financing 
consisted of an advance payment of $6 million. The second one was 
made in March 1953 and there was no Government financing on that. 
The first one is in production and so is the second one and deliveries 
are being made under both of them. 

Mr. THomas. What about Nicaro Cuban plant! You say you have 
additional expansion over the present program ? 

Mr. Meptery. No. 

Mr. Tromas. Part of this one? 

Mr. Meptey. Yes. 
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Mr. THomas. When will it be completed ? 

Mr. Prnkxey. Late fall of 1956. Probably November or early 
December. 

Mr. Tuomas. Is the project paying out? 

Mr. Prnxtry. The operating project is paying out. The last 7 
months—I just had word on January yesterday—have all averaged 
better than 31 million pounds annual rate. Cost has gone down about 
5 cents a pound in the past year. 

Mr. Tuomas. What is the market value? 

Mr. Prnxiry. Market value is 59.5 cents per pound. 

Mr. Tromas. Who sets the market value? We do not, do we? 

Mr. Pryxtey. The market value is established by world trade. 
Largely International Nickel Co. 

Mr. Tromas. International Nickel Co. and ourselves control what 
part of the world’s supply ? 

Mr. Prnxtry. I would say probably 90 percent. 

Mr. TrHomas. The Russians have only 10 percent ? 

Mr. Prnxury. I am referring to free world totals. We don’t know 
what the Russians have. 

Mr. Tuomas. That figure of the world market price is a figure that 
we really set, is it not? 

Mr. Prnxtey. We are free to establish it. There is no control on 
the price. 

Mr. Meprey. I might say, Mr. Chairman, that on the current opera- 
tion of Nicaro, the amount we sell to the stockpile we sell at cost. Had 
we made all our sales to the stockpile at market price at the time of 
delivery, we would have a cumulative net profit on the operations as 
of December 31 of about $4,130,000. So that we feel we have proved 
that the operation of Nicaro is sound. 

Mr. THomas. What do you mean, a profit of $4.1 million? Over 
and above the amortization of plant? 

Mr. Menptry. Yes. 

Mr. Tuomas. Paid for everything? 

Mr. Meptey. Yes. 

Mr. Prnxtry. About 10 cents a pound for amortization. 

Mr. Tuomas. That is a good record if those figures will stand up 
with a little careful scrutiny. 

Mr. Meptey. They will stand up. 


STATUS OF FUNDS APPROPRIATED FOR STOCKPILING 


Mr. Tuomas. I think it is worthy of note that this table in the mid- 
dle of page 232 be more or less analyzed. In truth and in fact you 
are not asking for any new money this year for stockpiling. Last 
year you were given $521,070,000. As of June 30, 1955, you had a 
balance of $319,363,581. You rotated some of your materials and got 
$95,260,000, plus 1 or 2 other items; so at the end of the year you had 
$975,850,581, less your obligational program for 1956 of $427.850,581. 
Your nnobligated balance on June 30, 1956, would be $548 million. 

Following your table all down here to the end of the fiscal year 
1957, which will end June 30, 1957, you will still have $299.3 million 
in cash unobligated. 
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Is there any good reason why you should carry those unobligated 
funds? Do you think we ought to reappropriate it? W hat are 
you going to do with it? 

" Mr. Meptey. If I understand you correstly, this is a no-year ap- 
pr opriation. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Meptry. I think ODM could speak to this question, but I be- 
lieve that point was considered by the executive branch, and it we 
felt that it would be better to have that available in the event of some 
unforeseen event or emergency. 


PROCUREMENT POLICY 


Mr. Tuomas. What is the purpose of the slowdown in the last 6 
months and for the next 6 months in your procurement program ¢ 

Mr. Oapen. The slowdown, of course, in the last 6 months has been 
largely due to the fact that the market has been very strong, for in- 
stance, copper, nickel, aluminum, to mention 3. 

Because of the high rate of industry demand, less has been taken 
into stockpile. When we talk about the carryover of $300 million, 
our procurement program for the rest of this year and for 1957 is 
based upon our best judgment at this time. Of course, a number of 
the contracts—we have talked about aluminum here—are written so the 
contractor has a market guaranty. He has “put” rights. If the mar- 
ket should become weak, if the aluminum aaa couldn’t sell all 
they are currently producing, they would have the right to put 
that to the Government. 

Mr. Tuomas. The philosophy behind this act and the original in- 
tent and purpose of it was to afford to the people of this country some 
protection in case of emergency by having on hand these materials. 
If worst comes to worst and we do not have them on hand, the purpose 
of the act has not been carried out. Of course, it is always a sign of 
wisdom to balance off military purchases with the need on the home- 
front, but if they are avail: ible in the world and you do not put them 
in the stockpile, you have not carried out the purpose of the act. 

What you are trying to do is balance out with best judgment, keep 
from forcing these prices sky high on critical materials, and hoping 
you can get by without paying these high prices and hoping you are 
not going to have a war in the meantime -and catch you without them ? 
Is that the program ? 

Mr. Ocpen. I wouldn’t quite say that. Our program is one whereby 
in attaining our minimum objective we press forward to get that 
quantity in ‘the stoc kpile just as quickly as we can. 

Now again, when you talk stockpile quantities for these aluminum 
contracts, or any material, our wartime supply of that material is made 
up first of what we can produce ourselves right here in this country and 
imports, of course. And when we get done we have a deficit which be- 
comes the stockpile objective. By reason of these, since we are talking 
aluminum contracts, where new preductive capability is brought into 
being, the fact that the productive capability, ability to produce ma- 
terial is there, itself lessens the urgency of stockpiling. 
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STATUS OF PROCUREMENT AGAINST OBJECTIVES 


Mr. Tuomas. How many materials do you have on your critical 
list ? 

Mr. Oapen. Seventy-four. 

Mr. Tuomas. How many of your 74 items have you reached in the 
way of stockpiling your minimum objective? 

Mr. Ogpen. For approximately 50 out of 74 we either have the ma- 
terial on hand or on order with scheduled deliveries. 

Mr. Tuomas. What do you mean “on order”? Buying them over- 
seas and if we get in trouble, we never get them? It is like the bird 
in the bush, is it not? How many do you have on hand? That is 
the only thing you can count on. 

Mr. Meptey. Thirty-four reached a hundred percent. Here is a 
table on page 236. 

Mr. THomas. What are the prospects on the other 40% That is 
about 45 percent of the minimum objectives. - What is the prospect 
on those others ? 

Mr. Meptey. We have 4 in the 90 to 99 percent range completed; 
9 that are 75 to 89 percent completed; 11 that are 50 to 75 percent 
complete; 8 that are 25 to 49 percent completed, and 7 that are under 
25 percent. 

ACQUISITION OF MATERIALS 


Mr. Tuomas. Mr. Reporter, insert this short table on page 236. 
+ Se & 
(Information referred to follows:) 


STRATEGIC AND CRITICAL MATERIALS 
1. Acquisition of materials 
Program 


__ $800, 867, 400 
-89, 420, 000 


211, 447, 400 
HIGHLIGHT 


“This covers the cost of materials acquired for the stockpile by direct pro- 
curement and by donation. Additional expenditures for strategic materials are 
shown in the funds appropriated to the President chapter of this budget under 
the head ‘Expansion of defense production’.” (From the budget for 1957.) 

These costs are grouped into major components to justify program and per- 
formance. The components are summarized below and each is discussed 
separately : 


(a) Cost of purchased materials Bia Bot Pian es $s $210, 000, 000 
(6) Expenses for donated materials ‘ | 500, 000 500, 000 
(c) Operating expense____- chews ; dis Sey ek RS =e , 073, 629 | 1, 063, 400 947, 000 


300, 867, 400 | 211, 447, 400 


Total acquisition of materials-_-._.-.....----- 581, 903, 360 
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JUSTIFICATION 


a) Cost of purchased materials.—“Strategic materials authorized for pro- 
curement by the Office of Defense Mobilization are acquired as follows: 


“Obligations in millions 


Description 1955 actual 19456 estimate 1957 estimate 


Open-market purchases $121.7 
Purchases of materials under Commodity Cre dit C orpora- 

tion barter operations 18.0 
Purchases of materials under Defense Production Act ex- 

pansion programs. -- J “- 439.1 


Total en ; 578. 8 


Includes obligation of $102 million carried as ‘Unobligated commitments’ at start of 1956 


“Based on existing stockpile objectives, the status of procurement on June 30, 
1955, of the 75 materials on the stockpile list was as follows: 


“Number of materials 


Minimum Long-term 
objective obiective 


cent procurement completed 
100 

1”) to 98 

75 to &Y 

50 to 74 

25 to 49 

Under 25 


Tot al 


From the budget for 1957.) 


Mr. Puiiirs. You say minimum objective and long-term objective. 
When did you have a deadline for the minimum objective / Are we 
ahead of that or behind ¢ 

Mr. Oapren. There is no fixed deadline because on certain materials 
it is just impossible to fix a deadline that could be met. 

Mr. Putnuirs. I do not know whether we could accept that on the 
face of it. There must be some date in your minds when we should 
have certain of these materials sufficiently stockpiled, so that you 
feel that we are in good shape. 

When you take ‘the long-term objective, the 34 reduces to 11 on 
that page, which suggests to the subcommittee that we would like at 
least to know whether you feel you are anywhere within touching 
distance of where you should be. 

Mr. Open. To repeat, on that minimum objective we attempt to 
vet there as fast as is reasonably practical and possible. There just 
isn’t a set time; we don’t set a year or 2 or 3 because it takes an indi- 
vidual material analysis. Again, going from the minimum to the 
long-term, obviously according to the Presidential proclamation, we 
do that ina much more leisurely way and either at favorable prices or 
to support a domestic mobilization fone or through the barter method. 

But to get to this minimum we try to do it as fast as practicable, 
taking all of the factors into account. 

Mr. THomas. What is the value of the stoc kpile now, you have your 
value of the stockpile objective, but what amount do you have on 
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hand now? What is the total value? I do not see that figure here, 
Inventory at beginning of year. 

Mr. Meptry. Mr. Chairman, there is a table on page 232 which 
shows that. 

Mr. Tuomas. This says of objectives. I do not know what you 
mean by “of objectives.” Minimum objectives, long term; what do 
you have now? Balance to be procured, et cetera. That table is in 
the record but what is the figure of what you have on hand now? It 
should be in the neighborhood of $7 billion; is that right? 

Mr. Meptey. Not quite. As of June 30, 1955, we had material in 
inventory totaling $5,664 million plus material on order of $547.5 mil- 
lion, making a total of $6,211,500,000. 

Mr. Tuomas. How much was added to the stockpile during the 
calendar year 1955? Was there much added to the stockpile or taken 
out from it? Nothing was taken out? 

Mr. Meptey. Nothing except for rotation. 

Mr. Tuomas. How much was diverted? Was there anything like 
a material addition? 

Mr. Meptey. $578.8 million was procured in 1955. Of that there 
was 

Mr. Toomas. Procured, you mean delivered or bought? 

Mr. Meptry. Bought. 

Mr. Tuomas. How much was delivered? That old bird in the hand 
is what we are looking for, not the one in the bush. 

Mr. Meptey. Deliveries in 1955 were $776,700,000. 

Mr. Troomas. No. 

Mr. Meptey. Yes. It is shown on page 246. 

Mr. Tuomas. How does that jibe with your expenditure of dollars 
and cents? 

Mr. Meptry. Because we had deliveries, Mr Chairman, from sources 
such as the ICA as surplus, value of deliveries exceed expenditures. 

Mr. Tuomas. I see. You did not have many deliveries in calendar 
1955. 

Mr. Meprry. That was on a fiscal year basis that figure of $776,- 
700,000. The deliveries—— 

Mr. Tuomas. What part of your total purchase was diverted ? 

Mr. Meptry. Mr. Heddleston can speak to diversion. 

Mr. Heppteston. I don’t have the total. 

Mr. Tuomas. Did you divert as much as you put in? 

Mr. Heppteston. No, sir. 

Mr. Tomas. You put in more than you diverted ? 

Mr. Heppieston. I would say so. 

Mr. Tuomas. What are the items you are shortest on ? 

Mr. Mepirey. We have tried to refrain from indicating those spe- 
cific materials that we are most deficient in. We can put it in now 
and edit the record later. 

Mr. Tuomas. It may not serve any useful purpose to even put that 
in the record. 

Mr. Meptry. Of the secret tables which the committee has, there 
are three tables. Table 1 gives the program and status. 
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DOMESTIC PURCHASE REGULATION PROGRAMS 


Mr. Tuomas. What part of this program are we getting from 
domestic sources? We are spending a lot of money. How much 
are we spending on the development and procurement domestically 
of this high-priced material? We get the idea in some of the offices 
that the material is very, very expensive domestically produced ; 
very, very expensive, wasteful, and of doubtful value. Give us a 
picture on that part of the program. 

Mr. Meprey. If I interpret your question correctly, Mr. Chairman, 
Public Law 206 specified certain commodities under which the so- 
called domestic purchase program should be continued. Those com- 
modities are some seven in number; namely asbestos, beryl, colum- 
bium-tantalum, manganese, mercury, mica, and tungsten. We esti- 
mate the purchase of those materials will cost the Government, net 
to the Government, through the life of those purchase programs 

Mr. THomas. Are those 5-year purchase programs or longer ? 

Mr. Meptry. Roughly 5 years; yes, sir. That cost would be in the 
neighborhood of $163.7 million net to the Government. 

Mr. Tuomas. Those contracts were originated on the basis of ad- 
vancement of funds for facilities tied with the purchase contract ? 

Mr. Mepiry. No. Those were referred to as open-to-buy contracts 
where the Government announced through the Federal Register they 
were going to buy X quantities of material. 

Mr. Tuomas. What is the condition of our stockpile need with refer- 
ence to those items? What are we paying for them as compared to 
the world price? Is the quality we get a usable grade? 

Mr. Heppteston. It has to meet stockpile specifications. 

Mr. Erickson. These 6 or 7 purchase programs were published in 
the Federal Register in the form of an open offer of the Government to 
buy these materials upon their delivery to specified locations. 

Mr. Tuomas. This is purely a domestic program ? 

Mr. Erickson. These are purely domestic programs with one ex- 
ception, that the columbium-tantalum program also applies to foreign 
producers. The regulation sets up the specifications that the material 
must meet. All of the materials don’t meet stockpile specifications in 
the form purchased but they can be upgraded to meet stockpile speci- 
fications. 

Mr. Tuomas. That is what we want to take a look at. What part of 
that purchase are you going to have to upgrade and what will it cost 
you to upgrade? W hen you get through, what will be the price as 
compared to the world price ? 


MANGANESE PROGRAM 


Mr. Erickson. We might take manganese, for example. Under 
the manganese regulations we are buying manganese at a base price 
of $2.30 per long ton unit. We actually pay for the grade of material 
delivered in the neighborhood of $1.50. The balance of the 80 cents 
would be the approximate cost of upgrading it to make the total price 
of $2.30. The equivalent material can be bought on the world market 
at 80 or 90 cents per unit. 

Mr. Tuomas. We are paying about three times the world price. 
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Mr. Erickson. In that particular instance, approximately three 
times. 

Mr. Tromas. How many tons are we getting a year? Is there any 
limitation on what we ean buy or what we are obligated to buy? 

Mr. Erickson. Yes; there is a double limitation. First, the pro- 
gram termination dates vary from commodity to commodity, but 
generally they extend to 1957 or 1958. 

Mr. Tomas. How many tons have we bought of manganese? 
When did we begin buying manganese? That program was initiated 
in 1951 or 1952; was it not? 

Mr. Erickson. 1951 and 1952. There are four manganese pro- 
grams: One is at Butte and Phillipsburg, Mont.; one at Wenden, 
‘Ariz. ; one at Deming, N. Mex.; and a fourth called the domestic small- 
producers’ program, which is generally applicable to producers all 
over the United States. 

Mr. THomas. What is the total cost of those programs, $160 million, 
or is that just one part? 

Mr. Erickson. That is the probable ultimate net cost for all seven 
programs. The gross supeadienres for the manganese program is 
approximately $69 million. 

Mr. THomas. $69 million ? 

Mr. Erickson. Yes, sir. 

Mr. Tomas. For all the programs? 

Mr. Erickson. No, sir: only for the four manganese programs. 

Mr. Troomas. You have six other metals besides m: anganese ? 

Mr. Erickson. That is correct. 

Mr. Tuomas. Go ahead. 

Mr. Erickson. The probable ultimate net cost of these pro- 
grams 

Mr. Tirromas. For manganese ? 

Mr. Erickson. For manganese, is approximately $52 million. 

Mr. Tuomas. And that is about 

Mr. Erickson. That is closer to three-fourths of the total estimated 
cost of $69 million. 

Mr. Trromas. That is about twice the world market price of it? 

Mr. Erickson. No: it is a little more than that, about three times 
the world market price. 

Mr. Tuomas. What about the other six metals? 


TUNGSTEN PROGRAM 


Mr. Erickson. A large one is the tungsten program. Under that 
program the Government is buying on the basis of $63 per short-ton 
unit and the Government has obligated itself to buy 3 million units. 
The full purchases will be Remngnees s in the next 6 months. 

Mr. Tuomas. Is that usable? 

Mr. Ertcxson. Most of it is usable. 

Mr. THomas. What is the world market price ? 

Mr. Erickson. Currently $35. That varies. 

Mr. Tuomas. We are paying $63 ? 

Mr. Erickson. That is correct. 

Mr. Tuomas. Go ahead. 
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MICA PROGRAM 


Mr. Erickson. In the mica program we have 3 depots, 1 in South 
Dakota, 1 in North Carolina, and 1 in New Hampshire. Under that 
program we W ill buy by the program termination date approximately 
$15 million worth of mica which will have a market value of about 
S$) million and will represent a cost to the Government of about $10 
million. 

Mr. Tuomas. Is it of usable quality ? 

Mr. Ertcxson. Some meets stockpile specifications and some does 
not. 

Mr. THomas. It is my understanding that most of that “some” is the 
majority of it. It is not usable in its present condition, I have been 
advised. Is that approxims ately correct ? 

Mr. Hxppiesron, That stems back to the way in which we accept it. 
It is processed. 

Mr. Tromas. Are you processing it / 

Mr. Heppiesron. That means splitting it off. It is processed at the 
point of receipt. 

Mr. ‘THomas. Who does that ? 

Mr. Heppirsron. GSA through a contractor at e: pac h depot. 

Mr. Priuuirs. That is done before you accept it 

Mr. Heppiesron. Yes. 

Mr. THomas. Who pays for it? 

Mr. Hepptestron. The producer. The processing fee is subtracted 
from the price we would otherwise pay him. 


BREAKDOWN OF DOMESTIC PURCHASE REGULATION PROGRAM 


Mr. Tuomas. Will you insert in the record at this point the same 
breakdown on all these metals ? 
(The information furnished follows: ) 


Portion of defense production activities covered by domestic purchase regulations 


Domestic purchase regulation 
Probabk 


tna ultimate 
actions ? 
Certificate - net cost 4 


No. ! 


Gross trans 


Commodity 


Thousands 
Asbestos 3 A-283 $2, 110 


Beryl tS A-325 £29 
Columbium-tantalum 1S A-326 60 
Manganese 
Butte Phillipsburg 825 
Deming 3, 200 
Wenden , 493 
Domestic small producers f 


Subtotal, manganese 
eer GS A-299 
" +S A-335 
‘I echt GSA 331 
Total 


'The certificate number is the identification of the program authorization by Office o 
Mobilization. 

* Gross transactions are the estimated gross expenditures by the Government in the purchase at 
essing of the commodities covered by the purchase regulations 

> Probable ultiniate net cost is the difference between the gross transactions, as defined above 
estimated receipts from resale or estimated market value of the materials acquired. 
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Mr. THomas. What is the total loss on the program over and above 
the world market ? 

Mr. Meptey. That would be $163,785,000. 

Mr. Tuomas. What is the total cost? 

Mr. Meptey. $307,506,000. 

Mr. Pyuuirs. Does that apply to all items? 

Mr. Meptry. No; just those seven. 

Mr. Puuirs. Do we make any depreciation charge ? 

Mr. Meptery. I do not know of any cases where we have bought ma- 
terial at a lower price than the current market, not under these 
programs. 

Mr. Tuomas. I did not get your cost and loss figures. What is your 
cost and what is your loss based upon the world market price? 

Mr. Mepey. The cost is $307 million. 

Mr. THomas. That is for all 4 programs for your 7 metals? 

Mr. Mepiry. Yes. And the loss, we estimate, would be approxi- 
mately $164 million. 

Mr. ‘THomas. I thought you had said $300 million. 


TRANSFER OF SURPLUS MATERIALS FROM VARIOUS AGENCIES TO STOCKPILE 


I notice in your appropriation language you say— 


and necessary expenses for transportation and handling, within the United 
States * * * Provided, That any funds received as proceeds from sale or other 
disposition of materials on account of the rotation of stocks * * * 

Then you say— 


during the current fiscal year, there shall be no limitation on the value of surplus 
strategic and critical materials which, in accordance with subsection 6 (a) of the 
Act of July 23, 1946, may be transferred to stockpiles established in accordance 
with said Act: Provided further, That no part of funds available shall be used 
for construction of warehouses or tank storage facilities. 


What do you mean by the language— 


during the current fiscal year, there shall be no limitation on the value of surplus 
strategic and critical materials which, in accordance with subsection 6 (a) of the 
Act of July 23, 1946, may be transferred to stockpiles established in accordance 
with said Act. 

Mr. Exxiorr. Under the Stockpile Act there was a provision that 
surplus materials held by other agencies could be transferred to the 
stockpile without reimbursement subject toa ceiling. For about 4 or 5 
or 6 years, at least since Korea, we have carried this language in our 
appropriation to remove that ceiling in the Stockpile Act. 

Mr. Tuomas. What are getting from other agencies in the way of 
surplus strategic and critical materials now ? 

Mr. Meptey. For example, Mr. Chairman, under the International 
Cooperation Administration 

Mr. Tuomas. That act was passed only last year. This language 
has been carried for 5 or 6 years. What have you obtained from the 
other agencies before that act was passed ? 

Mr. Exurorr. We got substantial materials before that from ECA 
under development contracts where they assisted the development of 
European or Far East industries to produce strategic materials. 

Mr. Tuomas. What is the value of that material? That should be 
the whole answer to the ECA program—instead of giving away we 
get a little something back for it and they like us a little better for it. 
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Mr. Wiper. There are two sources of surplus materials so far. 
One is other Government agencies are required to declare surplus 
material to GSA. 

Mr. Tuomas. What is the value of that? 

Mr. Wirper. That is part of the sum of money—— 

Mr. Tuomas. Can you give us a breakdown ? 

Mr. Heppieston. There isa table at the bottom of page 235. 

Mr. Tuomas. That is the regular table you carry from year to year 
showing your normal business. I want to know what you have re- 
ceived from other Government agencies, when, and in what amount. 
[ am primarily interested in what you received through ECA from 
foreign countries. 

Mr. Meptey. Table IIT of the secret tables. 

Mr. Tuomas. Do you have any accurate information? 

Mr. Mepiry. Yes, sir. We do not have dollars, but we do show 
under each commodity the quantity which we receive. 

Mr. Tuomas. From ICA surplus? 

Mr. Meptey. Yes. 

Mr. THomas. What do you mean by “surplus” ? 

Mr. Meptey. It means just that. It is surplus material they have 
transferred to the stockpile for free. They tell me that in the secret 
statistical supplement stockpile report to Congress as of June 30, 1955, 
it shows that the cumulative transfers, dollar value, from ICA is 
approximately $268 million. 

Mr. Tuomas. Over what period of time? 

Mr. Meptey. Since the inception of the program. 

Mr. THomas. We gave away $50 billion and received $268 million. 
Is that $268 million a net figure or did we have to pay the transporta- 
tion cost ? 

Mr. Meptry. Yes; we pay the transportation cost. 

Mr. Tuomas. And all the handling costs on the other side, too, I 
guess. By the time you get through that $268 million is down to about 
$200 million. 

Mr. Meptry. I think it is just the handling costs on this side. 

Mr. Tuomas. Not on the other side? 

Mr. Meptey. No; that would be handled by counterpart funds. 


PURCHASES AND DELIVERIES OF MATERIALS 


Mr. Tromas. How much are we going to buy this year? Let us go 
back to that table. 

Mr. Mepiry. We have to procure, in 1956, $299,304,000 worth of 
materials, 

Mr. Tuomas. That is the unobligated balance at the end of this year. 

Mr. Meptry. No: that is a coincidence of figures there. 

Mr. Tuomas. Go ahead. You have nine figures there and they 
and they all jibe. 

Mr. Meptey. In 1957 we have a purchase program of $210 million. 
In 1956 we expect to purchase $209 million in the open market, $17 
million from the Commodity Credit Corporation under the barter 
program, and $73 million 

Mr. Tuomas. What is that figure you will acquire for fiscal 1957 ? 

Mr. Meptey. $210 million, Mr. Chairman. 

Mr. Tuomas. That is your total ? 
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Mr. Meptey. Yes. 0 

Mr. Tuomas. That will be a bird in the hand; you will get that/ prog 

Mr. Meptey. That is what we will order. me 

Mr. Tomas. That is what you will order. How much will you ne 
get / 


Mr. Meptey. In 1957 we will get in the way of deliveries $322, 
~ 
700,000, 


Mr, THomas. Considerably more than you are spending? 


Pure 

Mr. Meptey. Yes. Delt 
a . Scie Blea ie a 

Mr. Tuomas. That is deliveries in 1957 ? Rota 


Mr. Meptey. Yes. ae 
Mr. Tomas. And you will spend in 1957 $210 million ? 
Mr. Mepiey. Yes, sir, we will contract for that amount. 


OPERATING EXPENSE Su 


Mr. THomas. How much money do you want in the way of oper- 
ating expense ¢ 

Mr. Meptery. In the way of operating expense we propose to use 
$1,976,000 for the operations of the emergenc y procurement service 
and $1,375,000 for administrative operations, that is, budget, account- 
ing, legal, and so forth. ~ 

Mr. Tuomas. That makes a total of how much ? 

Mr. Mepiey. That makes a total of $3,351,000. 

Mr. ‘Tuomas. I have here on page 237 $947,400 operating expense. 

Mr. Meptey. That is just the portion for acquisition of ‘materials. 

Mr. Tomas. We will put the operating expense table in the record 1. J 
at this point, page 246. 

(The table referred to follows :) 


STRATEGIC AND CRITICAL MATERIALS 


Operating expense—Summary 2, | 


| Average employment 








Amount Selatan * — 
Departmental | Field | Total 
1956 . | $2,050, 900 178. 2 149. 3 | 327. 5 - 
Change —74, 900 =i 7] —3. 1 —17.8 
1957 oF cacascexp ) OPE 000 4 163.5 | 146. 2 | 309. 7 


HIGHLIGHT 


All costs of EPS personnel and FSS inspectors performing functions for stock- 
pile program, except personnel at warehouse level, are summarized in this 
section. 

“Operating expense 


9 


comprises six functional groups described on following 


pages. Expense of each is distributed between the two preceding program activ- 
ities in accordance with time and cost requirements for carrying them out. 
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Overall ratio of operating expense to workload factors applied to stockpile 
§ program is 0.027 percent in 1955; 0.029 percent in 1956; and 0.028 percent in 
1957. Workload, personnel requirements, and cost detail by function is retlected 

in tables and narrative material which follows: 


{Work in millions of dollars] 


19 LUAt 1Q57 
rchases re $578.8 $196. 9 $210.0 
eliveries 776. 7 $51.9 322.7 
Rotation purchases 58. 2 105. 9 107.0 
Rotation sales : 16.8 95.3 06. 4 
entory in custody (June 30) ! 7 5, 664. 0 6,115.9 6, 438. 6 
Total work units ; 4 7, 124.5 6, 965. 9 7,174.7 


Inventory valued at June 1955 prices 


Summary and distribution of operating expense between stockpile program activities 


1955 1956 1957 
Man- | Man- Man 
years Amount years Amount years Amount 

tal operating expense / 320.3 | $1,917, 620 327.5 | $2,050, 900 309. 7 $1, 976, 000 

(1) Service administration ‘ 15.9 123, 556 16 134, 000 16 134, 000 

(2) Program and analysis 3.9 34, 182 4.7 2, 300 3.8 31, 400 

(3) Technical services ox 7 51, 274 | 6.9 54, 000 6.8 54, 000 

(4) Purchase operations : 53.8 358, 579 54 358, 800 46.6 311.600 

(5) Commodity inspection ve 157.9 945, 597 163. 2 1,011, 000 159.8 1, 009, 000 

(6) Storage and custody i; 81.8 404,432 | 82.7 450,800 | 76.7 436, 000 

Acquisition of materials } 171.1 1, 073, 629 164. 5 1, 063, 400 144.7 947, 400 

(1) Service administration 9.5 74, 134 9.6 80, 400 8.8 73, 700 

(2) Program and analysis | l | 8, 545 | 34 10, 600 | l &. 400 

(3) Technical services | 1.8 12,818 i 13, 500 1.4 10, 800 

(4) Purchase operations 40.4 268, 934 37.8 251, 200 29. 6 198, 600 

. (5) Commodity inspection 118.4 709, 198 114.2 707,700 | 103.9 655, 900 
(6) Storage and custody | 

2, Custody of materials 149. 2 843, 991 163 987, 500 165 1. 028. 600 

| | 

(1) Service administration 6.4 49, 422 6.4 53, 600 ut 60, 300 

(2) Program and analysis 5 2.9 25, 637 3.5 31, 700 2.8 23, 000 

(3) Technical services 5.2 38, 456 5.2 40, 500 5.4 43, 200 

(4) Purchase operations 13.4 8, 645 16. 2 107,600 | 17 113, 000 

(5) Commodity inspection | 39.5 236, 399 49 303,300 | = 55.9 353, 100 

(6) Storage and custody 81.8 404,432 | 82.7 450, 800 76.7 436, OOO 


CUSTODY OF MATERIALS 


Mr. Tuomas. What is your warehouse cost, $132,225,600 ? 

Mr. Mepiry. The handling and storage will be $17,148,000 as against 
$17,741,881 in 1956. The gross cost of rotating materials will be 
» 107,049,000 as against $105,851,000 in 1956. 


COST OF ROTATING MATERIALS 


Mr. THomas. How much of that will be a loss on rotation? 

Mr. Meptey. On rotation the loss is estimated at $10,652,000 in 1957 
as against $10,591,000 in 1956. 

Then we have an item for the taking of physical inventory. 

Mr. Tuomas. Why do you charge the whole figure of $107 million 
as cost of rotation? As a matter of fact, your cost of rotation is 10 
percent of that, is it not ? 


~ 
‘ 


2350—56—pt. 1——56 
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Mr. Meptey. That is right. 

Mr. THomas. Why do you put the larger figure in here? 

Mr. Meptery. It ties in to the total funds available and the total 
obligation program. 

Mr. Tuomas. Instead of this figure being $132 million, in truth 
and in fact it is about 

Mr. Meptey. It runs about $9 million to $12 million each year, net 
cost. 

Mr. Tuomas. Insert page 238 in the record at this point. It in- 
cludes your handling and storage cost of $17,148,000; cost of rotating 
materials, $107,049,000 ; popaicn inventory of materials, $7 million; 
and operating expenses, $1,028,600. 

(The page referred to follows :) 


STRATEGIC AND CRITICAL MATERIALS 


2. Custody of Materials 


Program 
a a Ue as a Say emencmnees $125, 579, S81 
Change +6, 645, 719 


ROS cnn ee cuen oii Nig dag Seoe gain ae Matta ins a ac Rola aes 132, 225, 600 


HIGHLIGHT 


“This covers the handling and storage of materials delivered to the stockpile and 
the cost of rotating those materials subject to deterioration. Value of deliveries 
during 1956 and 1957, including donated materials, is expected to total $451.9 
million and $322.7 million, respectively. This will increase the value of materials 
in storage against stockpile goals from $5,664 million on June 30, 1955, to $6,438.6 
million on June 30, 1957” (from the budget for 1957). 

Includes the following categories of expense: 

1. Storage and handling at commercial warehouses and other commercial 
storage facilities. 

2. Reimbursement to military departments for cost of handling and storage 
at military facilities. 

3. Preparation of space to meet storage requirements and purchase of storage 
aids. 

4. Operation of Government warehouses, including cost of personnel at the 
warehouse location. 

5. Maintenance and repairs to Government warehouses, trackage and operat- 
ing equipment; reconditioning of containers, repacking of material. 

6. Fire and security protection at military and GSA storage locations, includ- 
ing installation of alarm systems. 

7. Inland transportation required to accomplish relocation of materials in 
conformance with storage criteria. 

8. Rotation of materials subject to deterioration. 

9%. Operating expense essential to performance of the above. 

These costs are grouped into major components to justify program and per- 


formance. The components are summarized below and each is discussed sep- 
arately. 





1955 1956 1957 


(a) Handling and storage___...____._- woah $17, 138, 864 $17, 741, 381 $17, 148, 000 
(6) Cost of rotating materials __- Potts! ? oe: 58, 178, 587 105, 851, 000 107, 049, 000 
(c) Physical inventory of materials. ck init dai kdte MGs dob) ebarddee 1, 000, 000 7, 000, 000 
(d) Operating expenses. ......_....-...-_- 843, 991 987, 500 1, 028, 600 


Total custody of materiale. ...nc66. <b seces sccascctocsccs 76, 161,442 | 125, 579, 881 132, 225, 600 


cate 
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PHYSICAL INVENTORY OF MATERIALS 


Mr. Tuomas. Why do you have to spend $7 million for a physical 
nventory of materials? I have been to these warehouses and they 

ave not moved anything for 5 years. How could you spend $7 mil- 
lion in taking an inventory / 

Mir. Mevtry. We have discussed this matter with the committee 
previously, 1 think 2 years ago. It has also been the subject of con- 
sideration by the Hoover Commission, and has been discussed between 
GSA, ODM, Bureau of the Budget, and GAO. 

We have a program for taking physical inventory which is predi- 
cated on storing and stacking the materials in such a way that a 
physical inventory can be taken in accordance with sound business 
practices. On page 242, there is a complete summary of what the 
inventory-taking costs would be under this method. These costs are 
based on taking : a complete physical inventory over a 3-year cycle and 
include restoring in many locations because in fact a physic al inven- 
tory cannot be taken now. Our total program cost is $26,600,000 over 
a 53-year period. Of this, $1 million will be spent during 1956, $7 
milla] in 1957, $8,420,000 i in 1958, and $10,180,000 in 1959. 

We have tried to set out on succeeding pages why we think such a 
program is essential and the advantages that it will bring to the 
Government. Which are in brief: (1) It permits quick inspection and 
creater facility for rotation of materials; (2) it lends to quick detec- 
tion and determination of losses, pilferage, or damage; and (3) pro- 
vides for sound physical inventory at any time with speed and 
efficiency. 

However, we are prepared to discuss two alternate plans which 
have been developed. The second one, which we call plan B, would 
not require the acquisition of any new space. Once every 3 years the 
materials within the warehouse would be moved so that they could 
he counted; in effect counting the materials through the process of 
moving. That method would cost about $9,900,000 over a 3-year 
cycle, or $8,300,000 per year. 

The third plan we bring up reluctantly, because as a matter of 
personal opinion I do not “believe it meets the criteria of taking a 
physical inventory, would merely mean moving 10 percent of the 
materials and test checking 10 percent. Under that method it would 
cost about $990,000 over a 3-year period, or roughly $330,000 a year. 

Plan A, which is in the budget and which we support, will be more 
expensive. However, it will insure the storing and stacking of the 
materials in such a way that anyone can step into a warehouse at any 
given time and count the materials in order to be sure that the m: ite- 
rials which are supposed to be in the stockpile are in fact there. 

However, it was the feeling of the executive branch that the three 
plans should be presented to the committee at this time in order that 
we might obtain your help and wisdom as to which plan to pursue. 


SUMMARY OF OPERATING EXPENSE 


Mr. Tuomas. Let us get in one place all your operating costs. I 
will use that for lack of a better term. What is the figure, again, for 
operating expense? 


Mr. Meprey. Under that caption it is $1,976,000, as shown on page 
246, 
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Mr. THomas. What is that for? 

Mr. Meptey. “Operations of Emergency Procurement Service.” 

Mr. Tuomas. How many people are involved ? 

Mr. Meptey. 310. 

Mr. Tuomas. What is the next one? 

Mr. Meptey. “Administrative Operations, $1,375,000,” and it in- 
volves 227 people. 

Mr. THomas. How much does that add up to? 

Mr. Meptey. That adds up to about $3,351,000. 

Mr. Tuomas. And 537 people? 

Mr. Meptey. Yes. 

Mr. THomas. Does that include the cost of other objects ¢ 

Mr. Meptey. Yes. 

Mr. THomas. And you will procure how much material this year/ 

Mr. Mepiey. The new purchases will be $210 million. Deliveries 
which would be handled and have to be accounted for, inspected, and 
so forth, would run to $323 million. In addition you have $107 mil- 
lion for the rotation program, which means we have to move old ma- 
terials out and move the new in. 


WAREHOUSING COSTS 


Mr. Tuomas. What about warehousing costs ? 

Mr. Jonnson. The warehousing costs are set forth on page 240, 
which involves the cost of storage and handling of the materials at 
the various points. 

Mr. Tuomas. That is your $17 million item? 


Mr. Jonnson. Yes. 

Mr. Tuomas. How many warehouses do you have and how many are 
Government owned and how many are privately owned? You say: 
The 278 locations consist of 65 military depots, 23 other Government-owned sites 
and warehouses, 143 commercial facilities, and 42 industrial plant sites and 
other sites leased at nominal cost. 

How many square feet are involved in all that space ? 

Mr. JoHnson. At the present time we have allocated at the various 
Government-owned storage locations approximately 20 million square 
feet of warehouse space. 

Mr. Tuomas. That 20 million square feet contains about $5.5 billion 
worth of critical materials? 

Mr. Jounson. No, sir. We also have materials in about 2.6 million 
square feet of commercial warehouses and 45.6 million square feet of 
open storage space. 

Mr. THomas. What part of this space is open and what part is 
closed ¢ 

Mr. Jounson. We have in open space at Military Establishment 
locations 22,458,000 square feet 

Mr. Tuomas. Twenty-two million square feet at military estab- 
lishments ? 

Mr. Jounson. That is right. At GSA storage sites we have 9,300,- 
000 square feet of open space and at industrial plant sites we have 
13,839,395 square feet. 
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OPERATING EXPENSES 


Mr. THomas. How do your combined oper: ating expenses compare 
for 3 years 1955, 1956, and the estimate for 19574 All your services, 
salaries, and expenses, and all administrative costs, in other words, 
all expenses, 

Mr. Meptey. Do you want to include the warehousing in that‘ 

Mr. Tuomas. No. 

Mr. Meptey. In 1955 the total operating expense for EPS, plus 
legal, accounting, and so forth, ran $3,243,852. 

Mr. Tuomas. Does that include acquisition and all of it? 

Mr. Meptey. Yes, $3,248,852. 

Mr. Tuomas. How much did you buy that year? 

Mr. Meptey. $579 million. In 1956 the operating expenses were 
$3,454,200 and we bought $299,304,000. In 1957 we estimate the ex- 
penses will be $3,351,000, and we are buying $210 million. 

Ilowever, those figures would indicate we are perhaps not coming 
down as fast as we should when in fact I think we are. 

Mr. Tuomas. In other words, you just do not believe your figures ¢ 

Mr. Meptry. No; it is just that purchasing is not the only opera- 
tion which affects the workload of operating expenses. Deliveries, of 
course, are still coming in from prior contracting. 

Mr. Tromas. That is all right. You have already charged for 
that purchase. 

Mr. Mepiey. For purchasing, yes: but when you get to 
deliveries— 

Mr. Tuomas. As the organization gets older it is more expensive 
{0 operate on less purchases. 

Mr. Meptey. No, sir. 

Mr. Tuomas. These are your figures, not mine. 

Mr. Mreptry. The en are coming down from $3,453,000 in 
1956 to $3,351,000 in 1957 

Mr. Tuomas. And you are buying one-third less. 

Mr. Meptry. One-third less of new purchases, however the rota- 
tion program has gone up so that that adds to our own internal work- 
load. The table on page 246 shows that the work units on which 
operating expenses are based are 7,124.5 for 1955, 6,965.9 for 1956 
and 7,174.7 for 1957. Also, this bauliiten of t: tas physical inven- 
tories and the audit ot conten ts was not what it should have been 

Mr. Tuomas. Your biggest item was $7 million. 

Mr. Meptey. But there is no audit expense included in that. That 
is ineluded in the $3,351,000 that IT mentioned. 

Mr. Tomas. Any way you look at it, it all adds up the same way, 
you are buying less and your expenses are increasing. 

Mr. Mepiry. Each year the inventory gets bigger, Mr. Chairman. 

Mr. Tuomas. That goes to warehousing cost. That is a separate 
item, 

Mr. Mepiry. You have to have people to manage those inventories, 
they have to be periodically inspected, the sites have to be examined 
for security purposes 

Mr. Tromas. That is all true, but your overall figures still add up 
to one thing, you are buying less and your costs are more. 

Mr. Meptey. But the inve ntory is getting bigger all the time. 
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Mr. Tuomas. But you are paying for your purchases for each year. 

Mr. Meptey. That is just the procurement. There is a lot of work 
after it is acquired. 

Mr. Tuomas. The expense of keeping records does not increase in 
that proportion. 

Mr. Mepiry. For instance, you mentioned the records. When you 
buy something, that is a transaction in, but when you rotate you are 
selling something which is a transaction out and you are buying some- 
thing to replace it, so that is a transaction in, and you have twice the 
work. 

STOPPING OF PURCHASE OPERATIONS 


Mr. Tuomas. I imagine your rotation program is your most expen- 
sive of all, is it not? What does that rotation program cost you? 
Where is the breakdown on that? 

Mr. Meptey. On the rotation program ? 

Mr. THomas. Yes. 

Mr. Meptey. That is on page 241. It starts, Mr. Chairman 

Mr. Tuomas. That is not clear to me; it is misleading. Your net 
cost is about $10 million ? 

Mr. Meptry. Yes. 

Mr. Tuomas. What is that made up of, loss between what you pay 
for it and what you sell it for and your personnel costs added to it? 

Mr. Meptry. No, this is just the cost. 

Mr. Tuomas. Just the cost ? 

Mr. Meptry. Yes. 

Mr. Tuomas. How many people do you have in that rotating 
section ? 

Mr. Meptey. There is no separate organization for that. The pur- 
chasing function is organized on a commodity basis and rotation is 
handled as a part of the purchase operation for commodities involved. 

Mr. Heppieston. Because it involves a simultaneous sale and pur- 
chase. 

Mr. Tuomas. Let me see your green sheets on your buying and 
selling activity. 

Mr. Mepiery. Page 254 is the green sheet on the “Purchase opera- 
tions.” 

Mr. Tuomas. Is that the crowd that does the buying? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. How many people do you have in your “Purchase 
operations” ? 

Mr. HeppiEston. We have 54 now and we are proposing a cut of 
7 for 1957 

Mr. Tom As. There is one in the field and46 in the department for 
1957 against 1 in the field and 53 in the Department last year. It 
shows a reduction of 7 against last year. 

Mr. Heppteston. That is right. 

Mr. Tuomas. You have 2 GS—-15’s, 2 GS-14’s, 4 GS-13’s, 5 GS-19’s, 
and 7 GS-11’s. What are the duties of the GS-11’s and above? 

Mr. Heppreston. They are organized by groups of commodities. 
That is minerals, metals, agricultural products such as fibers, and oils, 
etcetera. Thestaff is distributed over 8 or 10 branches with from 8 to 5 
people in each one. 

Mr. Tuomas. Under your domestic program for the seven metals, 
is that price set by statute? 
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Mr. Mep.ey. It is set in the regulation and the law continued the 
regulation. 
Mr. Tuomas. So it is by statute? 
Mr. Mepuey. Yes. 
FOREIGN CONTRACTS 


Mr. Tuomas. Your overseas purchases are not. Have there been 
any incidents overseas in the past 10 months? 

Mr. Meptey. I do not quite understand what you mean by that. 

Mr. Tuomas. I mean anything out of the ordinary. 

Mr. Heppuestron. As to price? 

Mr. Tuomas. Yes; or have you had any transactions that might have 
been subject to question ¢ 

Mr. Heppieston. We have some old ECA contracts that are in 
default ; some of the original development contracts. 

Mr. Tuomas. Under your domestic program ? 

Mr. Heppieston. No, under the foreign program. 

Mr. Tuomas. What, for instance? Is that program where you 
furnish the money for equipment and they are supposed to produce 
the material under your D contracts? 

Mr. Exxiorr. Those were mostly the old ECA contracts; almost all 
of them were ECA contracts. 

Mr. Tuomas. Will you give us a list of dollars involved? Do you 
have that available ? 

Mr. Heppiesron. Not with us. 

Mr. Tuomas. Can you recall any now? 

Mr. Heppiesron. There are six defaulted contracts in Portugal, 


all of which have been referred to the Department of Justice. 


COST OF OTHER OBJECTS 


Mr. Tuomas. Do you have a consolidated table of the “Other 
objects” for strategic and critical materials? 

Mr. Meptey. That is on page 273. 

Mr. Tuomas. You have to add this up, because $2,282,800 is for 
versonal services. The remainder, $342,765,000 is for “Other objects.” 

There do you list your new purchases of materials, under object 08? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. You have $303 million here for supplies and materials. 
It ought to be $210 million on that. 

Mr. Meptey. The $303 million includes original acquisition of ma- 
terials against objectives and also pure chases in connection with 
rotation. 

TRAVEL 


Mr. Tuomas. Let us see your travel request ; what about your travel 
item for which $86,000 is requested? Does this take into account the 
increase in the travel allowance ? 

Mr. Meptry. Yes. 

Mr. Tuomas. This is predicated on the current $12 per diem limi- 
tation. What was it last year? 

Mr. Tourrtn. $78,500. 

Mr. Tuomas. $78,500 for 1956? 

Mr. Turpin. Yes, sir. Of course, 1956 is in there at the old rate. 
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TRANSPORTATION OF THINGS 


Mr. Tuomas. What about transportation? This is for the trans- 
portation costs of materials delivered to stockpile. What was it last 
year ¢ 

Mr. Meptey. $15,450,000. 

Mr. THomas. Why should it be $15 million last year and $13 million 
this year? 

Mr. Mep.iey. Because deliveries are going down. 

Mr. Tuomas. They ought to go down further than that. You had 
more deliveries last year before this got underway. 

Mr. Mepuey. Well, Mr. C hairman, a part of that cost is for the 
physical inventory item ee we have to retransport some of the 
materials to other locations. $5,820,000 is the amount for the 3-year 
cycle. 

Mr. Tuomas. For transfer of locations ? 

Mr. Mepuey. Yes, sir. It would be about $2 million for 1957. 
That $5,820,000 is for the 3-year period. It would be about $2 million 
each year. 

: REIMBURSEMENT TO THE DEPARTMENT OF DEFENSE 

Mr. THomas. What is this item of $6,004,800, reimbursement to the 
DOD? Is that rent on military installations? 

Mr. Mepiey. It is the charges by the military for services at their 
installations. 

Mr. Tuomas. That is a constant figure, and there is not very much 
variation in that, is there / 

Mr. Mepitry. No, sir; not much. However, I think we have the 
military on a much firmer basis than before. 


PAYMENT TO ADMINISTRATIVE OPERATIONS FUND 


Mr. Tuomas. What is this “Payment to administrative operations 
fund, $1,375,000” ? 
Mr. Meptey. That is part of the new language. 


Apaca Finer Program—ADMINISTRATIVE EXPENSES 


Program and financing 


| 1955 actual | 1956 estimate 


Program by activities: 
1. Program supervision 


2. Administrative operations-- 


: Total accrued administrative expenses - - -_- 
Financing: 
Unobligated balance no longer available. - - ----- , 19, 124 | 
Limitation... ee 135, 000 | 117, 500 | 
Proposed increase in limitation due to pay ine reases.__- . xeat 8, 000 
| 
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Accrued administrative expenses by objects 


Object classification 1955 actual | 1956 estimate 


tal number of permanent positions 
\verage number of all employees 
imber of employees at end of year. 


Average salaries and grades: 

General schedule grades 
Average salary 
Average grade 


Personal services: 
Permanent positions 


Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
02 Travel. 
4 Communication services 
6 Printing and reproduction 
07 Other contractual services 
Payment to “Administrative operations fund, Gen- 
eral Services Administration” 
Services performed by other agencies 
Supplies and materials 


Total accrued administrative expenses. 


Mr. Tuomas. Does this group handle the abaca program ¢ 

Mr. Heppiesron. Yes, sir. 

Mr. Trromas. Mr. Reporter, will you put pages 274 and 275 of the 
justifications in the record ¢ 

(The matter referred to is as follows:) 


ABACA FIBER PROGRAM 


Administrative expenses 


Average employment 


Amount ~ ct cit 
| ss 
Departmental Field 


1956 ; ; $117, 500 
Proposed supplemental. _ - . -- +8, 000 


Total. ; 125, 500 
Change___- : . —, 000 


fae P - 7 117, 500 


GENERAL STATEMENT 


This item prescribes extent to which funds in the abaca fiber account may be 
expended for expenses of administering the abaca fiber program during 1957. 
It provides for $117,500, a decrease of $8,000 below the amount needed for 1956. 

For 1956, $117,500 was provided for that purpose at salary rates prevailing 
prior to Public Law 94, 84th Congress. To meet increased salary rates under 
that act, it is proposed to submit a supplemental estimate for increasing the 
limitation to $125,500. 

Description and financial details of the program are covered in statements 
beginning on page 278. 

APPROPRIATION LANGUAGE 


Abaca fiber program: Not to exceed $117,500 of funds available to the General 
Services Administration for the abaca fiber program shall be available for ad- 
ministrative expenses incident to the abaca fiber program, to be computed on 
an accrual basis, and to be exclusive of the interest paid, depreciation, capitalized 
expenditures, expenses in connection with the acquisition, protection, operation, 
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maintenance, improvement, or disposition of real or personal property relating 
to the abaca fiber program, and expenses of services performed on a contract 
or fee basis in connection with the performance of legal services. 


JUSTIFICATION 


Administrative expenses fall into two categories, as follows: 





1955 1956 1957 


BS Wr a ss enn conencn adios 57, 139 $62, 200 $62, 200 
Be ee I NG nn is oeekakamaeeene 58, 737 63, 300 55, 300 


115, 876 125, 500 117, 500 


| 


1. Program supervision.—Supervision of program is provided by a staff of six 
including a production specialist stationed in Central America. This staff is 
needed during 1957 for general administration of program, which consists of 
production, warehousing, and sale of abaca fiber, summarized as follows: 

(a) Administration of contract with United Fruit Co. under which planta- 
tions are operated. This involves determination of propriety and economics of 
all expenditures made under the contract, and resolving day-to-day problems 
experienced by the operator in regard to project personnel, production practices, 
acquisition of machinery, equipment, supplies, construction of plantation facili- 
ties, ete. 

(b) Negotiation of contracts and carrying out of all other arrangements relat- 
ing to shipment to and warehousing of fiber in the United States; scheduling of 
shipments of fiber from Central America or from warehouses; issuance of appro- 
priate delivery orders and related functions in connection with sales of fiber; 
formulation and issuance of sales policies, determining market levels on a day-to- 
day basis, and negotiation of sales. 

(c) Direction of research programs aimed at increasing abaca production, 
lowering costs, utilizing byproducts, improvement of abaca culture, and elimina- 
tion of pests and diseases. Research programs are carried out with cooperation 
of Department of Agriculture. 

2. Administrative operations.—Financial, administrative, and legal services to 
support this program are performed by integrated staff activities of GSA. It is 
estimated $55,300 will be required during 1957 to perform services adequately. 
All services will be provided in central office, distributed as follows: 
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ria NN i Se os eed IS ae 343 | $47, 200 $39, 500 
PORNO TRANS BONG is cen cbcbacansinaninardbbhiesacnacndel 3, 57% 3, 900 4, 000 
ee sah thie walsh shdk drat adand daeaha aniitaecdabiomabads 5, 321 | 12, 200 11, 800 


63, 300 | 55, 300 
| 





EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$57,043 for 6 positions for program supervision, 
5 in central office and 1 in field, the same as for 1956. 

Other objects.—$60,457, of which $55,300 is for payments to administrative 
operations fund for administrative operations to support the program; $4,000 
for travel; and $1,157 for other minor object expense. 


Mr. Tuomas (reading) : 


This item prescribes the extent to which funds in the abaca fiber account may 
be expended for expenses of administering the abaca fiber program during 1957. 
It provides for $117,500, a decrease of $8,000 below the amount needed for 1956. 

For 1956, $117,500 was provided for that purpose to meet the salary range 
prevailing prior to Public Law 94, 84th Congress. To meet increased salary 
rates under that act, it is proposed to submit a supplemental estimate for in- 
creasing the limitation to $125,500. 
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That does not sound right, does it ? 

\[r. Hepptestron. About that amount? 

Mr. Tuomas. About that amount, yes. 

The appropriating language provides not to exceed $117,500 of 
funds available to the General Services Administration for the abaca 
fiber program shall be available for administrative expenses incident 
to the abaca fiber program. 

What is the status of that program at the present time; how much 
do we have in the stockpile and so forth ? 

Mr. Hanes. This is not a stockpiling program; this is a production 
program and it has been reduced from 50,000 acres to 15,000. 

Mr. Tomas. Where are these plantations located ? 

Mr. Hanes. In Costa Rica, Guatemala, and Honduras. 

Mr. Tuomas. It states here: 

Administration of contract with the United Fruit Co. under which planta- 
tions are operated: This involves determination of propriety and economics of 
all expenditures made under the contract, and resolving day-to-day problems 
experienced by the operator in regard to project personnel, production practices, 
acquisition of machinery, equipment, supplies, construction of plantation facili- 
ties, and so forth. 

MANAGEMENT FEE 


What fee do you pay these people for operating it for you? 

Mr. Hanes. It is currently on an acreage basis. It is $1.50 an acre 
per month minimum, including use of the land which United Fruit 
owns. 

Mr. Tromas. How many acres did you say there were? 

Mr. Hanes. 15,000. 

Mr. Tuomas. That is a pretty reasonable fee. Is that the only 
compensation they get? 

Mr. Hanes. Yes, sir; that is the only management fee they get. 

Mr. Tuomas. What else do they get? 

Mr. Hanes. We reimburse them for the actual cost of operation. 

Mr. THomas. What profit do they get other than that $1.50 an acre? 

Mr. Hanes. That is all the profit they get. 


TRANSPORTING FIBER 


Mr. THomas. Do they transport the fiber to the States? Do they 
have any em.tract benefits? 

Mr. Hanes. We sell it f. 0. b. The American buyer picks it up 
t,o, b, Central American port. It is carried in their ships, but we do 
not pay them anything for that. 

Mr. Tuomas. That is one indirect benefit that they get. What is 
the other benefit they get out of it besides the $1.50 per acre? 

Mr. Hanes. I know of none. 

Mr. THomas. How many employees are involved in this? 

Mr. Hanes. Six program people and ten in the administrative oper- 
ations for 1957. 

COST OF OTHER OBJECTS 


_ Mr. Tuomas. I note for “Other objects,” $60,457, of which $55,300 
is for payments for administrative operations to support the pro- 
gram ; $4,000 for travel, and $1,157 for other minor object expense. 
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ABACA PRODUCTION AND SALE PRICE 


What is the price of that material? What does it cost us per pound 
to produce it? 

Mr. Hanes. The current cost is just about on a break-even basis. It 
runs around 21 or 22 cents. The current market is 21 cents. As to 
operations, 5,000 of these acres are in standby status. We are not pro- 
ducing from the acres in standby so the cost is actually total loss to us, 
On the 10,000 acres we are operating, we are just about breaking 
even. 

Mr. THomas. There were 20,000 acres in 1955, 10,000 in 1956, and 
there are 10,000 for 1957. 

Mr. Hanes. Yes, sir; but we are maintaining 5,000 acres without 
receiving any production. 

Mr. Tuomas. That is in standby condition ? 

Mr. Hanes. Yes, sir, in standby condition. 

Mr. Tuomas. That is a total of 15,000 acres; is that the total acre 
age ¢ 

Mr. Hanes. Yes, sir, there is a total of 15,000 acres. 

Mr. Toomas. Production operations are conducted by means of con 
tracts with private firms operating in the Central American countries 
in which the plantations are located. 

Mr. Hanes. It is a management contract with the United Fruit Co. 

Mr. Tuomas. Where is the total on the cost? We are just breaking 
even, you say. What is the world price of the fiber. 

Mr. Hanes. The world price of abaca is 21 cents today. 

Mr. TrHomas. Well, the cost to us per pound is 21 cents, 

Mr. Hanes. No, that isthe sale price. I thought you said the worl 
market. 

Mr. Tuomas. The cost per pound in 1956 was 20.1 cents. Is that it/ 

Mr. Meptey. That is correct. 

Mr. Tuomas. For 1957, you have 17.7 cents. You are sort of guess- 
ing a little on what the weather is going to be; are you not? 

Mr. Hanes. If we do not have a flood or are not wiped out with 
drought, those would be our best guesses; yes, sir. 

Mr. Tuomas. Of course, you might. be doing a little double-barreled 
guessing on the weather, if you hit the weather you hit the price and 
if you miss the weather, you miss the price. 

Mr. Hanes. Yes, sir. 

Mr. Tuomas. How good was your guess for this year, 1956, so far up 
to date? 

Mr. Hanes. Well, the average sales price, for example, for fisc val 
year 1956 was originally estim: ated as 17.5 cents per pound. It now 
appears this price will be 17.505 cents per pound for this year. 

Mr. Tuomas. When do you harvest this crop; it is a year-round 
product ? 

Mr. Hanes. Yes, sir, year-round. 

Mr. Tuomas. How much have you harvested so far this current year, 
the first 6 months of the year? 

Mr. Hanes. Roselle. 7 million pounds; that is, for the first 6 
months of the fiscal year. 

Mr. Tuomas. And you intend to get about 20 million 
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Mr. Hanes. No, that also involves sales from inventory. We expect 
to produce 11 to 12 million pounds and the balance is made up of in- 
ventories which were not sold in the past. 

Mr. Thomas. How much inventory do you have? 

Mr. Hangs. Less than 3,000 bales; 800,000 pounds to be exact. 


FINANCIAL STATUS OF PROGRAM 


Mr. THomas (reading :) 
\ net loss of $1,700,000 is anticipated for 1957, $1,500,000 less than 1956. 


You had quite a loss in 1956. 


This will increase the cumulative losses since 1954 to $6,700,000, an impuir- 
iment to the $17,400,000 investment transferred from the Reconstruction Finance 
Corporation. Capital expenditures for normal betterments and replacements 

estimated at $100,000 for 1957. 

That is from the budget for 1957. 

Does that give the financial picture right there ¢ 

Mr. Hanes. Yes, sir, that is correct. 

Mr. THomas. You started out with $17,400,000 and through 1957, 
your loss will be 36,700,000, 

Mr. Meptey. Through 1957. 


REQUIREMENT FOR ABACA PRODUCTION 


Mr. Tuomas. Why not wind this program up and liquidate it? 

It is costing you a million and a half dollars a year and you can 
buy all that you want on the open market now, can you not ¢ 

Mr. Hanes. I would like to have ODM talk to that point, as we are 
performing under their directives. 

Mr. Tuomas. Can anybody here speak for ODM? This fiber is not 
very critical now and you can buy it on the open market cheaper than 
we can produce it. 

Mr. Oeven. I would like to have Dr. Morgan speak on that. 

Mr. Tomas. What about it, Doctor / 

Mr. Morgan. When we figure our stockpile objectives, we find there 
is only a certain amount of abaca and sisal and other types of fiber that 
can be maintained in the stockpile due to the need for the rotation of 
it every several years. 

Mr. Tuomas. It deteriorates pretty fast! 

Dr. Morcan. Yes,sir. If we cut this program off completely, there 
would be a limited amount that would be accessible to what our needs 
li wartime would be, and then we would need much bigger stockpile 
objectives than our present objectives. 

Mr. Tuomas. If you cut this off and turn it over to those South 
American countries, they will produce a whole lot more than they 
will produce under this foreign contract. 

Dr. Morcan. If we could be assured as to the exact production in 
quantity and the necessity for Government sponsoring, but we can- 
ot be sure of that. 

Mr. Tuomas. If this was an item that would stand stockpiling for 
4, 5, 6, or 7 years, without constant rotation, it would be something 
else. Your source of supply is right at your back door and the prob- 
abilities of being cut off from it are practically nil in times of emer 
fency. 
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Mr. Ocpen. If I may say in different words what Dr. Morgan has 
said, if we can be assured of production and assured of a source of 
production and get the full amount we would need in wartime, we 
would not need to depend on stockpiling it. For instance, we do not 
stockpile our steel, but if we do not have an assured source of pro- 
duction, we stockpile on the deficit basis. 

Yoo are getting more than you need now, are you 


y 


Mr. THomas. 
not ? 

What is the production down in those countries ? 

Mr. Hanes. That is the total production. 

Mr. Tuomas. There is no commercial production outside of our 
operations down there? 

Mr. Hanes. None whatever. 

Mr. Tuomas. Where does the world supply come from ? 

Mr. Hanes. The Philippines. 

Mr. Tuomas. That is pretty far away. Would not these people go 
into this business down there and grow this on a commercial basis? 

Mr. Hanes. No, sir; we have tried to get them to do that. 

Mr. Tuomas. This is not quite as profitable for them as growing 
bananas? 

Mr. Hanes. It loses money for them. I donot think they can grow 
it for the world market. The operation in the Philippines is a peasant 
operation. 

Mr. Tuomas. The main source is from the Philippines? 

Mr. Hanes. Yes. 

Mr. Tuomas. In the world supply, there is a superabundance of it 
right now; is there not ? 

Mr. Hanes. There is really enough, but not too much. 

Mr. Tuomas. You think it would be unwise at this time to dis- 
continue this program ? 

Mr. Hanes. Yes, sir. 

Mr. Tuomas. Who is the biggest user of abaca in this country? 

Mr. Hanes. The American ropemakers. It is practically all used 
for marine cordage. 

Mr. Tromas. They tell me that the Post Office Department is 
about as big a user of rope as anybody. 

Mr. Hanes. They use sisal. 

Mr. Tuomas. It is the same type of fiber though. 

Mr. Hanes. This actually is a step in expansion necessary to provide 
requirements for an emergency. In wartime, we require tremendous 
quantities of it, and this is just enough to permit a start for what 
they will need in an emergency, and this is considered the minimum. 


Mr. Tuomas. Gentlemen, will you be good enough to come back 
at 1 o’clock. 





in has 
rce of 


le, Wwe 
lo not 


 pro- 


© you 


f our 


le £0 
asis? 


wing 


grow 
asant 


. dis- 
used 


nt 


vide 
dous 
what 


n. 
back 


893 


AGED (JOVERN MENT BviLDINGS 
; WITNESSES 
J. E. STRAWSER, ADMINISTRATIVE OFFICER, PUBLIC BUILDING 
SERVICE 
W. A. SCHMIDT, DEPUTY DIRECTOR, BUILDINGS MANAGEMENT, 
PUBLIC BUILDING SERVICE 


Mr. Tuomas. Gentlemen, will the committee please come to order ¢ 

I wonder if you gentlemen from the Public Building Service would 
give us some information and discuss with us the problem of aged 
government buildings. I have several of them in mind. One of them 
is the old Customs Appraisers’ Warehouse Building in New York 
which must be 60 or 70 years of age. Then also the Veterans’ Admin- 
istration Building in New York. I understand that building is 60 or 
65 years of age. 

How many old buildings comparable to that do we have in New 
York? Name some of them with a description, their location, the 
square footage, what they are used for and some general discussion 
of what the maintenance and operation costs of them are because they 
are bound to be eating themselves up in maintenance cost at that age. 

We are opening up a brand new program here that could run into 
an annual appropriation of half a billion dollars a year before not 
too long under the lease-purchases. What are we going to do with 
those old buildings? When we are building these nice, new, clean 
buildings, what are we going to do with these old buildings which are 
costing far too much money to maintain ? 

As to the two I just mentioned, I think the most economical thing 
for the taxpayers of the United States to do with them, if those 2 
buildings are to be used for any greater period of time than 5 years, 
is to fully wreck them and build new ones, because in a period of 
time beyond 5 years, the maintenance and operation cost is going to 
take care of your actual loss on the wrecking of the old ones. 

Mr. Srrawser. Last August we outlined a program which we have 
asked our field office to work out. We have given them a deadline of 
April 30 in which to submit a full report which would give complete 
engineering evaluation of every one of our Government-owned build- 
ings outside of the District of Columbia. That would be some 4,400 
buildings to be reported. 

To date we have received reports on approximately 25 percent of the 
buildings which have been given an engineering study. Of the 1,108 
buildings reported on thus “far, our regional office has recommended 
the replac ement of 25 of them. 

Mr. Tuomas. That is outside of the District of Columbia ? 

Mr. Strawser. Yes, sir; outside of the District of Columbia. 

Mr. Tromas. How many buildings do you have inside the District 
of Columbia? I think that figure is in the record. 

Mr. Scumipr. About 148 individual buildings. 

Mr. Tuomas. You have 4,400 buildings outside the District and 
148 in the District, a total of 4,548 Government-owned buildings. 

Mr. Srrawser. Approximately. 
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Mr. Tuomas. That does not include the military installations ? 

Mr. Srrawser. No, sir, only those Government-owned buildings 
under jurisdiction of GSA. 

Of the 4,400 buildings located outside of the District of Columbia, 
267 are more than 50 years old. 

Of those 103 are over 65 years old, 56 are over 75 years old, 31 are 
more than 100 years old. 

Our oldest building at St. Augustine, Fla., is 138 years old. There 
is another one that I do not have the location of at the moment, which 
is 126 years old. 

Mr. Tuomas. Is the Treasury Building in the District under the 
jurisdiction of GSA ¢ 

Mr. Scumipr. We handle the maintenance and upkeep of that 
building. 

Mr. Tuomas. That is the oldest building in the District. 

Mr. Scumipr. The first part of that building was built in 1842, and 
I believe it was built in four sections, and was completed in 1869, 
The older peenge also include the Civil Service Building, started in 
1836; State-War-Navy Building, 1871; Tariff Building 1839; Pension 
Building 1882; Auditor's Building 1880; and Winder Building 1848. 

Mr. Srrawser. That gives an idea of the age of our buildings. 

I have one other building that I would like to mention which is 
located at Wiscassett, Maine. That building was built in 1869. The 
report from the field indicates that the building is located away from 
the center of the business section and that the postmaster is getting 
continuous complaints about the out-of-the-way location of the build- 
ing. It is wood-floor construction, has plastered brick walls, poor 
toilet facilities, high windows and doors, all tending to lessen the 
efliciency of operation. Considerable repairs would be required that 
they feel are not justified to even attempt to put the building in 
passable condition. 

Mr. Tuomas, What is the answer to all of these aged buildings that 
the Government. has? 

Mr. Srrawser. The answer to that is the replacement of the build- 
ings, sir. 

We have not had, as you know, a general building construction pro- 
gram since 1939. Before that we h: ad an additional program almost 
every year. We are getting some relief by the enactment of this lease- 
purchase legislation, but, as you may recall, the C ongress indicated 
that it is not intended that the lease- purchase legislation 1 should replace 
a general building construction program. To date we have had no 
authorization for a general construction program. 

Mr. Tomas. It certainly is a serious problem now, and as time 
goes on it is going to become more serious. 

Mr. Srrawser. That is correct, sir. 

Mr. Tuomas. I hope your office certainly puts its time and talent 
on that study and that it comes up with some feasible plan because 
most of those buildings have reached the point where it is almost 
prohibitive to operate them on account of the expense of maintenance 
and operation, Of course, they increase the efficiency of the employees 
a bit. 
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RECORDS 
WITNESSES 


WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 
R. H. BAHMER, ASSISTANT ARCHIVIST 

WALTER ROBERTSON, JR., ADMINISTRATIVE OFFICER 

H. E. ANGEL, DIRECTOR, RECORDS MANAGEMENT 

E. 0. ALLDREDGE, CHIEF, RECORDS CENTERS 


Mr. Tuomas. Mr. Reporter, at this point in the record, insert page 
179 of the justifications on the records item. 
(The matter referred to is as follows:) 


Recorps ITeMs 


Budget for 1957 includes 2 record items proposed for inclusion in the annual 
appropriation bill, as follows: 
Short title Amount 
1. Operating expenses, NARS_----- aaa a dl a I $6, 977, 000 
2. Survey of Government records, etc ; 200, 000 


7, 177, 000 
Estimates and justifications are presented in the above sequence in material 
which follows. 
Mr. Tuomas. You are requesting for “Operating expenses, Nation- 
al Archives and Record, Service,” $6,977,000, and $200,000 for a survey 
of Government records, or a total of $7,177,000 for 1957. 


GENERAL STATEMENT OF ARCHIVIST 


Mr. Grover. Might I make a few general remarks about this budget 

Mr. Tuomas. Yes, sir. 

Mr. Grover. This, Mr. Chairman, is a very important budget for us 
because it marks the turning point in three of our major programs. I 
would like to talk, if you do not mind, just a little bit about each one 
of them. 


PRESERVATION OF PAPER RECORDS 


The first program is our preservation program in the National 
Archives. 

Mr. THomas. Yes. 

Mr. Grover. As you know, this committee was good enough to sup- 
port our request some years ago for a special item to convert our nitrate 
motion picture film to a more permanent acetate base, and we are very 
appreciative of that, Mr. Chairman. Now, since we have solved that 
problem, and our permanent film holdings will be converted to an 
acetate base by the end of the fiscal year 1957, we are asking for an 
increase in the appropriation to make our paper records more per- 
manent. 

Mr. Tuomas, That is $155,500; is it not? 

Mr. Grover. Yes, sir; to set up the preservation program there. As 
you know, Mr. Chairman, the National Archives has a backlog really 
of 175 years of repair work there. 

The National Archives was established just a few years before the 
war, and during the war we could not do much about this program. 


72350—56—pt. 1——57 
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After the war, when I came back, I felt that the most urgent problem 
was the film program and that has been solved. But I do not think 
we can delay the work on these paper records any longer. We have 
great groups of records there going back to the Revolutionary War. 

Mr. Tuomas. Just what are you going to do about them now? 
These are the old paper records ? 

Mr. Grover. Yes; the old paper records, going back to the Revolu- 
tionary War, and they are particularly bad for the middle of the 19th 
century when the quality of the paper used was so poor. 

For example, we have a large quantity of transatlantic passenger 
lists there which are very important for the protection of the rights 
of immigrants in the 19th century, and they are on very poor paper. 
We propose to microfilm those. We have other series of records that 
we will use the laminating process on. We have some examples of that 
here, Mr. Chairman. 

Mr. Tuomas. What do you do with the old ones then ? 

Mr. Grover. In the case of the passenger lists, after microfilming 
them, we will probably either destroy them or offer them to some loca! 
historical society. 

Mr. Tuomas. Let us see how you will fix that one. 

Mr. Grover. For instance, here is Lincoln’s letter declining ap- 
pointment as secretary of the Oregon Territory. 

Now, that document has been laminated, and you can see how it 
was cracked at the folds. 

Mr. Tuomas. What is this material ? 

Mr. Grover. Cellulose acetate, impregnated right into the paper. 

Mr. Tuomas. How do you get it on? 


Mr. Grover. Through the application of heat and pressure. Those 
sheets were nes at the fold [indicating. | 
This is Andrew Jackson’s report on a mame & engagement, I think, 


in Georgia. I think that is a document in which he reports a suc- 
cessful engagement against the Creek Indians—an important docu- 
ment in the history of our country. It was the battle I believe in 
which the Creeks finally decided that they were licked. 

Mr. Tuomas. What does that operation cost you now for each one 
of these? 

Mr. Grover. The operation of lamination costs about 45 cents a 
page. 

Mr. Tuomas. That costs 90 cents a sheet? 

Mr. Grover. No; that is 45 cents for both sides of the sheet. 

Mr. Tuomas. What is the life of it now? 

Mr. Grover. Well, as far ahead as we can see, it strengthens it 

Mr. Tuomas. You do not have any records to go by beyond 10 or 
15 years? 

Mr. Grover. No. We are working with the Bureau of Standards 
in improving this process all the time. But we hope in this program 
before you to concentrate more on mic rofilming some of these records 
than on lamination. 

Mr. Tuomas. Is it a better process than lamination ? 

Mr. Grover. It is a cheaper process. It costs about 5 cents a sheet 
for microfilming. 

Mr. Tuomas. How do you arrive at this estimate of $155,500? 
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Mr. Grover. That is based on a program which calls for laminating 
120,000 items, microfilming 1,700,000 and flattening about 900,000. 
Mr. Tuomas. What are your other three items? 


RECORDS CENTER PROGRAM 


Mr. Grover. The second major program, Mr, Chairman, is in our 
record center program. 

When centers were first established under the recommendations of 
the Hoover Commission, our target for the quantity of records in 
records center space was about one-third of total Government 
holdings. 

The Hoover Commission has praised us on this record center pro- 
gram in its recent report and recommended that we raise the per- 
centage to 50 percent. The increase in the 1957 budget will get it 
up to 42 percent, 

Mr. Tuomas. You have to have some customers before you can 
take records away from them. 

Mr. Grover. You are helping us to ge some customers, Mr. Chair- 
luan, on your tours through the Veterans’ Administration facilities. 

Mr. Tuomas. You have an item here for $110,000. What is that 
for ¢ 

EXPEDITING HOOVER COMMISSION RECOMMENDATIONS ON RECORDS 

MANAGEMENT 


Mr. Grover. The $110,000 plus the $40,000 for monitoring con-, 
tractural record surveys is to expand our records management 
program in the fields of records creation and maintenance. 

The Federal Records Act requires an integrated approach to the 
records problem. That is, taking action on all three phases of it, 
creation, maintenance and disposition. 

We necessarily start from the disposition end because our technique 
is first to look at the records over a period of time and then go over 
creation and maintenance carefully to see if we can cut down on the 
quantity and improve the quality. In the disposition program, we 
have, for the second successive year, turned in a net decrease for the 
Government as a whole of some 800,000 cubic feet of space, or the 
equivalent of 120,000 file cabinets. 


RECORDS SURVEYS BY CONTRACT 


Mr. Tuomas. You have a separate appropriation request of S200,- 
000. Why do you want that ? 

Mr. Grover. That is for the surveys. If I may, I would like to go 
on for just a minute on this whole program, Mr. Chairman. We 
know from our experience on both our own surveys in Government 
agencies in the field of creation and maintenance, and from surveys 
of private contractors, that you can get savings in equipment, space, 
an personnel that run on an average 10 to 1 to 20 to 1. 

We do our best work with GSA experts in backlog situations, 
where there is no question of agency support. [I can give you a couple 
of examples. In the Passport Office where we helped Miss Knight 
with her people to speed up the processing of applications for pass- 
ports, we have reduced that time from about a 10-day period to a 
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3-day period. We have helped to double her output. We have com- 
pletely revised the passport form. In fact, we examined every aspect 
of passport paperwork. Whereas when we started, Miss Knight had 
a very considerable backlog and required additional personnel, she 
is now not putting in any request for increased personnel. 

Another example of this backlog problem was in the Internal Reyv- 
enue Service in Baltimore where we went in on correspondence man- 
agement. In the collections division office in Baltimore, we helped 
them to triple their output per person on correspondence, and with 
cooperation in the various regions have extended the benefits to all 
the other collection divisions. I think there has been about a $5 
million annual saving there. 

Mr. Tuomas. You are attempting to justify this $200,000 item ? 

Mr. Grover. What I am attempting to do—— 

The CratrmMan. Let us get to the $200,000 item. Why do you want 
that? Do you want it bad enough to take it out of your money? 

Mr. Grover. No, not that bad, Mr. Chairman. 

Mr. THomas. Do you want it at all? 

Mr. Grover. Yes, we want it. 

Mr. THomas. You have some newcomers here. What service will 
they render to you that you cannot render to yourself ? 

Mr. Grover. Every advance in the creation and maintenance field 
and every approach is needed. There are not very many private firms 
who can work in this field effectively. 

Mr. Tuomas. They were not in it until you started it; you do their 
work for them, do you not? 

Mr. Grover. No, we monitor it. 

Mr.THomas. Did you ask for this money in 1955? Was there a 
budget estimate for it, and did you ask for it at that time? 

Mr. Grover. I think we asked the Bureau of the Budget for it. It 
was turned down as a 1956 estimate. 

Mr. Tuomas. And you asked for it this year? 

Mr. Grover. Yes, sir. 

Mr. THomas. Why do you want to spend money for that group or 
any other group when you are doing the same work yourselves ? 

Mr. Grover. Because I think in certain situations an outside survey 
team is more effective. 

Mr. THomas. What are you going to do with this $200,000? Did 
the Bureau of the Budget want to give it to you? 

Mr. Grover. Yes, sir, they approved it. 

Mr. Tuomas. What do they do that you cannot do? 

Mr. Grover. I think in certain instances where there is an outside 
survey team that, to a degree, they are more effective. 

Mr. Tuomas. You have to supervise their efforts, do you not? 

Mr. Grover. Yes, sir: we supervise their efforts very closely. 

Mr. Tuomas. Why do you not take the difference in money and 
add it to your own appropriation under your own staff and man- 
agement ? 

Mr. Grover. At the moment, Mr. Chairman, there is a lot of interest 
in this paperwork-management program. Both the Congress and the 
Hoover Commission have considered it to be important. Neither we 
nor the Government agencies can develop specialists in this field rap- 
idly enough to take advantage of the interest. 
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Mr. THomas. You trained these people / 

Mr. Grover. No. We did not train the contractors’ personnel. We 
trained our own people, and we have been at it 5 years. 

Mr. Tuomas. They did not know anything about it when you first 
went in business ¢ 

Mr. Grover. Yes, they did. I have had very good trainers working 
forme. We have used these contractors to help in our training work 
with the agencies. 

Mr. Tuomas. If they are so good, maybe we ought to give them 
the whole $200,000 and take it out of your budget estimate. 

Mr. Grover. I think in the long run the Government itself must 
solve this paperwork management problem. 

Mr. Tuomas. If it is good enough to use $200,000 in order to bring 
people in from the outside, it is good enough to give them all of it. 
If you can save money by giving them $200,000, let us save more by 
civing them the whole $6 million. 

What is your answer to that? 

Mr. Grover. You cannot solve this problem on a one-time survey 
basis. It is a continuous problem. 

Mr. Tuomas. Congress will be in session every year, and I guess 
we can hear them every year. 

Mr. Grover. In the last analysis, the people in the agencies them- 
selves over the long run have to solve their own paperwork problems. 
We want to help them both with our own staff and with these outside 
surveys. We have a problem, as I see it, that some of these agencies 
are very lethargic na we believe that we can use these outside people 
to help them. 

Mr. Tuomas. You do not have to sell us on that. We realize that is 
true. What we are talking about is this $200,000 and bringing out- 
siders in, 

If these outsiders for $200,000 can do a better job for the same 
amount of money than you can, why not take the whole appropriation 
and spend it for an outside firm and wind this up ¢ 

Mr. Mansvure. I wonder if I could answer that? 

Mr. Tuomas. I hope you can. This thing is in bad shape. 


VALUE OF PRIVATE FIRM TO RECORDS PROGRAM 


Mr. Mansure. We had the same problem when we appeared before 
the Bureau of the Budget. We are talking about two different things. 
First this outside management service would be much like a business 
firm employing certified public accountants to review their books, 
even though they have a good bookkeeping department, probably a 
very competent auditor. 

We had a problem in the Post Office. In other words, when GSA 
record people come in there is an attitude that we are trying to take 
away a certain amount of authority or jurisdiction from the indi- 
vidual agency. We have that same problem in Veterans’ and Post 
Office. When we took a third person, like a court of appeal, these 
people are specialists in their field and do a competent job and their 
returns well offset the expenditure. As a matter of fact, we felt this 
year that we should have more than the $200,000. 

Here is specifically what they do. In the Post Office and also in 
Veterans’ there was great resentment of GSA record people coming 
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in and telling them that these savings should be made or those records 
should be put aside. Along with outside management firms, we 
worked with them as a team and in the cases where— 

Mr. Tuomas. Are you saying the outside people are so much better 
than you folks; on the basis you are pitching it, it would not hold 
much water. When an agency is given authority to do a job, we do 
not excuse failure to do it because some other agency does not like it. 

Mr. Mansvre. There is a feeling they are more impartial than we. 

They can arbitrate some of these situations where we can’t. That 
was what we ran into in the Post Office. We ran into the same thing 
in Veterans’ and came to Interstate Commerce Commission and they 
had never had a review of their records for years. We talked to 
them for—how long? 

Mr. Grover. We had made surveys in both Post Office and Vet- 
erans’ Administration that they more or less disregarded. 

Mr. Mansure. You had been trying to get into Interstate Com- 
merce for several years. 

Mr. Tuomas. If the outside firms are so much better than you are 
and do a much better job, we should put you folks out of business and 
put them in. 

Mr. Mansure. We don’t take our hats off to anybody, but there is 
certain supplemental work. You can be a good “general physician” 
which we are and you might employ a “specialist” to do a certain 
“operation.” We employ these people to do that special operation. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Mansurp. I can appreciate the committee’s position on this. 
At the same time I do feel that they make a real contribution. One 
thing that I would like to clear up once and for all is any question 
of favoritism. 

Mr. Tuomas. You are spending $40,000 to supervise a $200,000 
expenditure. 

Mr. Mansure. Of course, there are a lot of engineering firms that 
are used in the Government. 

Mr. Tuomas. Is it not a misnomer to call them an engineering firm! 

Mr. Grover. There is a lot of followup on that monitoring. 

Mr. Mansvure. Has the committee seen the actual job done in Vet- 
erans’ or Post Office? It should be made available to the committee. 

Mr. Grover. Reports have been sent to the Appropriations Com- 
mittees, House and Senate. I think there is one point we should make 
and that is that GSA and the Government have this long-range 
problem. We must develop the technical experts to handle it, but 
we do and can use help on a short-range basis, on what you might 
call a crash basis, to get into some of the agencies that don’t like to 
change and maybe will take the word of an outside contractor quicker 
than our own. 
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et- eral Services Administration’’_. ee ‘ 320, 000 360, 300 
ttee Services performed by other agencies... -....-- baw 9, 093 | 10, 000 | 
* F Supplies and materials_- aromas Se ioe a 156, 525 169, 300 
om- Equipment... coarse ery : ee : 9, 529 9, 000 
Lands and structures__- a: neh atoa ; 39, 611 122, 500 
nake 3 Refunds, awards, and indemnities. .__---.-- ‘ 1, 109 1, 100 
ange 15 Taxes and assessments. , 272 3, 500 
Wales 


but Total GUISE... . cbt ctennds Ss oacadieal 5, 963, 24 6, 578, 580 
ight $$ ? 
re to 
cker 








Budget authorizations, expenditures and balances 
: Se ae ee ceca laa - | 
1955 actual | 1956 estimate | 1957 estimate 
i lel hci acasaasaemiinnatdbiadniesta eallaeieindidciaiiiaate caiman tain 
BUDGET AUTHOR'ZATIONE AVAILABLE 


Appropriation. __- Br Siedencit ee ceaa abies | $5,083, 000 $5, 672, 500 $6, 977, 000 
Transferred from “Operating expe nses, Veterans’ Adminis- 
tration” (63 Stat. 381)....--.._..-- seideaiincdipeibsadetak iuceninie tabs initial 121, 000 
Adjusted appropriation. ___- commie are 5, 083, 000 5, > 500 6, 977, 000 
Proposed supplemental due to pay increases. _____- ea 
Balance brought forward: 
i Sp TEES SIO EI APO OT Simesiel a 120, 280 
Obligated ee 5s 433, 429 
Increase in prior year oblig: ie conde stews’ Ry SO ent ie dk naaenhauaiiec 


Total budget authorizations available_....___- _5, 679, 666 6, 5, 674, 709 7, 591, 





EXPENDITURES AND BALANCFS 


Expenditures— 
Out of current authorizations . ; 5, 245, 000 6, 300, 000 
Out of anticipated supplemental appropri: ition 5, 106, 278 “I 315,000 12, 500 
Out of prior authorizations ® 500, 000 , SOU) 

Total expenditures... ___- ee aa ees 5, 106, 2 6, 060, 000 , 000 

Balance no longer available: 
Unobligated siatdeahel for obligation) a nineties 19, 163 
Other is PS 

Balance carried forward: 
Unobligated : ‘ 120, 280 40, 000 
oii cicgcaiesabencd are 433, 429 574, 709 691, 709 





Total expenditures and balances ‘i 5, 679, 666 | 6, 674, 709 | 7, 591, 709 





Mr. Tromas. Mr. Reporter, insert pages 180, 181, and 182. 
(Pages referred to follow :) 


OPERATING EXPENSES, NARS 


Summary reconciliation of 1957 estimate to 1956 funds 


1956 appropriation in annual act___ =< 
1956 appropriation in supplemental act yet "500 
Proposed supplemental due to Public Law 94 pay increases______ 500 
Transferred from “Operating expenses, Veterans’ Administra- 
tion” ; 000 
Comparative transfer from— 
“Operating expenses, PBS”__ 000 
“Administrative operations”___-_ 360, 300 


Comparative total for 1956 6, 498, 300 
B. Decreases in 1957: Records center equipment —22, 500 


6, 475, 800 
C. Increases in 1957: 
Expediting Hoover Commission recommendations 
on records management 
Monitoring contractual records surveys- 
Increased records administered, regional centers__ 159. 500 
Reduce backlog in preservation of archives________ 155, 500 
Increased page production, Federal Register 15, 300 
Administrative operations for increased program_. 16, 700 
Miscellaneous program adjustments, net 
501, 200 


Total estimate for 1957____-. .____- 6, 977, 000 





imate 


77, 000 


77, 000 


10, 000 


74, 709 


1, 709 


1) OOO 
}2, 500 
37, BOO) 


1), 000 


1, 709 


1, 709 
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Analysis by activities 


| | 
1956 adjusted | Deductions Additions | 1957 estimate 


Records Management. __- $3.56, 300 $150, 000 $506, 300 
Kecords centers 3, 817, 800 22, 500 159, 500 3, 954, 800 
Archives and related services. 1, 707, 000 |_. 175, 000 1, 882, 000 
Nitrate film conversion (‘) ' (1) (1) 

Service administration. __....-. bane : 256, 900 | : | 256, 900 
Administrative operations. --.-..--.-- : 360, 300 “ 16, 700 377, 000 


6, 498, 300 | 501, 200 6, 977, 000 


! Utilizes balance prior year funds. 


Operating expenses, NARS 


$5, 672, 500 
Proposed supplemental . +827, 500 
Transfers 300 


Adjusted 3, 300 
Change 


1957 
GENERAL STATEMENT 


“This appropriation provides for basic operations of the Administration which 
deal with management of the Government’s archives and records, including 
custody and administration of permanent records in the National Archives and 
of other noncurrent records in Federal records centers, surveillance of records 
management programs of Government agencies, and filing and publication of 
Federal laws and regulations. The 1957 budget estimate is an increase of 
$478,700 above comparative availability for 1956. This increase provides for 
expediting records management improvements in Government, additional work- 
load in regional records centers, beginning a project to preserve and rehabilitate 
valuable paper archives which are in imminent danger of loss through deteriora- 
tion, and for monitoring records surveys by private concerns financed under 
another heading.” (From the Budget for 1957.) 

In 1955, for second consecutive year, Government created fewer records than 
it destroyed. Holdings decreased during 1955 from 24.6 million cubic feet to 
23.8 million as a result of destruction of 3.9 million cubie feet while 3.1 million 
were being created. Thus, on June 30, 1955, there were 800,000 fewer cubic feet 
of records in existence than on June 30, 1954, equal in volume to 120,000 filing 
cabinets. These GSA efforts in records disposal activities will be continued in 
1956 and 1957. 

For 1957 a small increase is requested to expedite implementation of the Hoover 
Commission recommendations on records management in Government, mainly 
in the records creation and maintenance areas. A 10-percent workload increase 
in regional records centers requires a small increase in funds. Emphasis in 1957 
will continue on disposal of records from centers (247,600 cubie feet in 1955, 
275,000 in 1956, and 325,000 in 1957). Accessioning will be continued at an 
abnormally high rate (exceeding 500,000 cubic feet) to free noncurrent records 
from expensixe office space and filing cabinets. Compared with Hoover Com- 
mission recommendation that 50 percent of all records be put in records centers 
space, this estimate contemplates 42 percent in centers space by June 30, 1957. 

An increase in 1957 is also requested to accelerate preservation of valuable 
records in the National Archives to insure their continued existence. Recent 
survey indicates expeditious repair or reproduction is needed to prevent com- 
plete deterioration to an estimated backlog of some 8,000 volumes and 13 million 
sheets of historical material. It is proposed to begin alleviation of problem by 
using economic microfilming process where feasible. 

Balances of appropriations provided in 1954 and 1955 will be sufficient to 
complete temporary program of converting historical motion-picture holdings of 
the National Archives from a nitrate to a safety base film. 

Provision is made under this head for the first time for administrative opera- 
tions such as accounting, budget, personnel, legal, and customary administrative 
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services necessary to support program operating activities formerly provided 
under the head of “Administrative Operations.” Comparative transfers have 
been made in the estimates to facilitate comparison of all 3 years in budget 
schedules. 

APPROPRIATION LANGUAGE 


“Operating expenses, National Archives and Records Service: For necessary 
expenses in connection with Federal records management and related activities 


as provided by law; and not to exceed [$30,750] $44,750 for expenses of travel ; 
[$5,550,000] $6,977,000.” 


RECORDS MANAGEMENT 


Mr. Tuomas. Take the first item of “Records management,” an 
increase of $150,000 for this year over last year, total of $506,300; 
increase of 17 employees to a total of 59.5. 

Mr. Reporter, insert page 183 at this point. 

(The justification is as follows:) 


OPERATING EXPENSES, NARS 


1. Records management 


Average employment 
Amount eee —s 
Departmental Field 





PE Ba kee ak death Ais Bade $356, 300 21.5 21.0 
ee ti +9.5 +7.5 


31.0 





HIGHLIGHT 


“Records management in Federal agencies is promoted and coordinated under 
provisions of the Federal Records Act of 1950. Assistance, advice, and train- 
ing are provided in records management and Other operating procedures involving 
extensive paperwork. Standards are established governing the retention and 
disposal of records. Records surveys by private concerns are monitored” (from 
the budget for 1957). 

The records management savings achieved thus far by GSA have been derived 
chiefly through a sustained program for disposal of records, and operation of 
Federal records centers. GSA now needs to expand or begin work in a dozen 
other records programs specifically mentioned by the Hoover Commission. The 
Commission estimates anual cost of Government paperwork to be $4 billion, and 
predicts savings of $255 million might be made by more efficient operation. This 
can only be done if GSA provides strong and continuing technical leadership. 


Estimates of Hoover Commission 


{In millions} 





Cost of Govern- 
ment paper- Savings 
work 


Correspondence. . - ace : Sa Pe ctoed $1, 000 
ines ; cae ee : 867 
Reports- -- ' 5 : ied , 700 
Directives and instruetions---_--._-- _—" abet he oe di ; 100 
Recordkeeping - - - - ‘ ‘ epeinaies ; 650 
Mail handling , i ete 104 
Supervisory and miscellaneous - -----..--- awd seueed Saduuake 579 


SII ccstbclstaedaeeideane Aetna : 
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JUSTIFICATION 


Performance of this activity is subdivided into four phases of records man- 
agement summarized below and explained in material which follows: 


19055 10s) 


Creation of records $40, 000 $70, 000 $186, 000 
Maintenance } 103, O00 Los, OOO 200, O00 
Retirement of records | 146, OOF 103, 300 80. 300 
Monitoring contractual surveys 1 27, 000 15, 000 40, 000 


} 
} 
Total cost or estimate : 316, 001 356, 300 06, 300 
| 
\ 


1 Excludes $15,000 paid from “Survey of Government records’’ appropriation, 


This is your brain-trusting crowd and you are trying to say this 
other crowd is as good as yours. You have 59.5 people costing $506,- 
300. We do not need all those people if you are going to bring in 
this other crowd for $200,000. Hlow many people do you have 
working with you for that $200,000 ¢ 

Mr. Mansure. We wouldn't give it all to one firm. We would 
have to select-— 

Mr. Tomas. You have about 60 people; 31 of them are in the de 
partment, and 29 in the field. This is your managerial staff. 

Mr. Grover. That is right. 

Mr. Tuomas. How many records centers do you have? 

Mr. Grover. One in each region with subbranches or annexes in 
five cities. 

Mr. Tuomas. What do you need with 31 people in the District of 
Columbia? They ought to be in the field, should they not? 

Mr. Grover. This is the records management staff that is attempt- 
ing to carry this paperwork management program on a staff basis to 
other agenceis of the Government. This staff does not run the 
records centers. 

Mr. Tuomas. You have more people in Washington formulating 
plans than you have people running the records centers in the field. 
That is what I am talking about. 

Mr. Mansure. They don’t formulate plans. They actually pro- 
vide assistance, advice and training for the other departments of 
Government. For example, it was out of their personnel that we 
were able to do the fine job on passports. We put other personne! in 
the departments to work at their location. How many people did 
you have in passports over the operation ? 

Mr. Ancet. Total of of 10 people, amounting to 414, man years. 

Mr. Mansvure. Several of those people were there continuously, 
not in our operation shop at all during that period except to report. 

Mr. THomas (reading) : 

The Commission estimates annual cost of Government paperwork to be 
$4 billion and predicts savings of $255 million might be made by more efficient 
operation. This can only be done if GSA provides strong and continuing techni- 
cal leadership. 

You do not mean to say you are going to tell these agencies how to 
write their letters, how many to write, and how many copies? Your 
job is just to try to get rid of some of those copies they have already 
written. 

Mr. Mansvure. No. 
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Mr. Tuomas. Where do you get the figure of $255 million and 
$4 billion? 

Mr. Mansurr. It came from the Hoover Commission task force 
report. 

{r. AnceL. As to the savings, we have put out several items already 
to assist the agencies in cutting down their correspondence. Some of 
the examples are handbooks on “Form Letters,” “Plain Letters,” and 
“Guide Letters.” Something like over a hundred thousand of those 
have been sold throughout the Government, and a number of training 
programs have been developed in different agencies. 

Mr. Tuomas. There is no question about it being worthwhile work 
if you can get them to write 3 letters where they have been writing 4. 

Mr. Anceu. That is right. 

Mr. Puitures. Three pages where they were writing four? 

Mr. Ancet. We are currently working in the Department of Agri- 
culture to assist them in their correspondence program and in their 
forms control program. They have asked us to come in and see what 
recommendations we might make. 

Mr. Puiturrs. Have you reached the point where you are disposing 
of as many records as are created each year ? 

Mr. Grover. Yes. 

Mr. Tuomas, I saw a table here. 

Mr. Grover. The last 2 years we have disposed of more records than 
have been created. 

Mr. Puitirps. Neck and neck. 


RECORDS CENTERS 


Mr. Tuomas. Let us put pages 189, 190, 191, and 193 in the record. 
(Pages referred to follow:) 


OPERATING Expenses, NARS 


2. Records centers 





Average employment 
Amount ape " nena — 


| 


Departmental Field Total 





$3, 817, 800 582.5 586. 5 
+137, 000 ne +32.5 +32. 5 


3, 954, 800 | 615.0 619.0 





HIGHLIGHT 


“Records of Federal agencies which must be retained for a period of time, but 
are not needed for frequent reference, are brought into and administered in 
10 regional records centers and 5 annexes until disposition can be effected. 
A national center at St. Louis administers records of former civilian employees 
of the Federal Government and locator file for currently employed personnel. 
The 1957 budget estimate provides for bringing into the regional centers an 
additional 550,000 cubic feet of records, the scheduled disposal of 325,000 cubic 
feet of records now in the centers, and for rendering about 1.1 million refer- 
ence services” (from the budget for 1957). 

Based on actual operations since its inception in 1951, the records centers 
program had released through 1955 (1) 220,000 usable filing cabinets, (2) 
201,000 usable transfer cases, (3) 1,356,000 square feet of office space, and (4) 
1,998,000 square feet of storage and industrial space. 
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Summary of performance cost 1955 1956 


Regional records centers... ......-------- twit! ~—an $2, 306,100 | $2, 465, 800 

(») Personnel records center : aici 1, 339, 444 | 1, 389, 200 1, 389, 000 

(c) Capital outlay 39, 600 122, KOO 100, 000 
ae 


Total cost or estimate 3, 422, 925 3, 817, 800 3, 954, 800 


Justification 





(a) Regional records centers: { 
Records administered (cubic feet) __-- ; 3, 012, 919 3, 402, 500 3, 727, 500 
Unit cost | $0. 678 | $0. 678 $0. 662 


= | — = 
Performance cost : | $2,043,881 | $2, 306, 100 $2, 465, 800 
1 


A cubic foot of records administered is work unit used to express overall work- 
load. This unit includes (1) bringing records into records centers (accession- 
ing), (2) destroying records in accordance with disposal regulations (disposal), 
and (3) answering inquiries based on files in custody (reference). For work- 
load purposes, records administered consist of records on hand at beginning of 
year plus accessions, disposals, and transfers during year. 

At the start of 1956, the 10 GSA regional records centers had almost 2.5 million 
cubie feet of records in custody. Performance programed for 1956 includes 
bringing into centers 655,000 cubic feet of records, scheduled disposal of 275,000 
cubie feet now in centers, and about 1 million reference services. 

The 1957 estimate provides for bringing into regional centers an additional 
550,000 cubic feet of records, scheduled disposal of 325,000 cubic feet now in 
centers, and rendering 1.1 million reference services. ‘Together with some 2.85 
million cubie feet of records on hand at the beginning of the year, workload for 
1957 totals 3,727,500 cubic feet of records administered, a 10 percent increase over 
1956. 


1955 1956 1957 
! 
Records in custody beginning of year (cubic feet) - - j 2, 083, 459 | 2, 472, 495 2, 852, 495 
Records accessioned....-..-----. a 659, 248 | 655, 000 | 550, 000 
Records disposal.-......---- pneneive : . _ 247, 674 325, 000 
Records transfer to Personnel Records Center_-.....--.- Ce 


2,472,495 | 2, 852, 495 | 3, 077, 495 
3, 012, 919 | 3, 402, 495 3, 727, 495 
' 
| 


| 
Records in custody end of year 4 
TinnOr Ee DANN OE iii aia nese kn si cescincns! 

| 


Unit cost for all 3 years includes complete rental and operation costs of record 
center space. Utilization of space in record centers, currently a ratio of 2.4 
cubic feet of records to each square foot of space, results in space and related 
costs averaging 20 cents per cubic foot of records administered. 

Recent Hoover Commission Report on Paperwork Management reaffirmed 
economies of record centers and recommended that 50 percent of all Federal 
records be put in record center space. On August 18, 1955, Director, Bureau of 
the Budget advised Administrator that President had authorized implementation 
of this Hoover Commission recommendation. Program increase in this estimate 
is a step in this direction, It contemplates 42 percent of al! Federal records in 
record center type space by June 30, 1957. 
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1955 1956 1957 


Number of reference services : 600, 732 640. 000 640, 00 
Unit cost : $1. 05 $1. 03 $0, 99 


Performance cost ; $630, 769 $659, 200 $633, 60 
Interfiling locator documents, personnel, and pay folders 1, 230, 818 1, 600, 000 | 1, 750, O01 
Unit cost od ‘ $0. 58 $0. 46 $0. 43 


Performance cost. _- - ; ‘ ee ae $708, 675 $730, 000 $755, 400 


Total cost or estimate $1, 339, 444 $1, 389, 200 $1, 389, 000 


Workload of this subactivity is measured by 2 work units: (1) Number of 
reference services rendered, including providing documents and information 
requested by agencies from records in custody and refiling folders, (2) interfil- 
ing personnel and pay folders of separated personnel received from Federal agen- 
cies, and maintaining a national locator file on some 2.5 million individuals. 

At close of 1955 files of Service Records Division, CSC, were taken over by the 
St. Louis Records Center at sizable savings to the Government. At the same time 
the center undertook to maintain a national locator so that information would 
be available as to what persons were currently employed by the Federal Govern- 
ment throughout the world. This locator is of prime value to investigative agen- 
cies. Likewise, because appointment-apportionment laws can be best adminis- 
tered by CSC using the St. Louis file, the center now provides apportionment 
data. 

This additional workload will be absorbed in GSA without additional staffing, 
although it required some 20 personnel by CSC. 

All agencies are now notifying the center of new appointments and transfers, 
as well as sending personnel files of separated personnel and related pay rec- 
ords on a monthly basis. This constant inflow of new material establishes the 
interfiling workload of 1,750,000 items. 


(c) Capital outlay 
Investment cost: 


Regional record centers contain some 1.2 million square feet of space, having 
a capacity for about 3.1 million cubic feet of records. Present equipment, plus 
units being purchased with 1956 supplemental funds, will handle some 2.85 million 
cubic feet of records. Funds requested for 1957 will increase shelving capacity to 
the 3,078,000 cubic feet estimated to be in custody of regional centers on June 30, 
1957. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


Personal services and staffing.—$2,536,200 provides for 637 permanent positions 
(619 average employment), which is minimum requirement for 1957 workload in- 
crease of 10 percent in regional records centers operations, as follows: 


(a) Regular record centers 
(>) Personnel record center 


Total positions 
Average employment 


Other objects.—$1,418,600 of which $1,327,100, or 33.6 percent of estimate, covers 
program operations including: 

(1) S8748,100 for rent and utilities, and $310,000 for maintenance and related 
costs of record center space, reimbursable to BM fund. 
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(2) $40,800 for transportation of accessioned records. 

(3) $54,000 for use of motor pool vehicles, miscellaneous operating equip- 
ment, and minor space improvements. 

(4) $74,200 for program supplies, including cardboard containers, forms, and 
other requirements for personnel records function at St. Louis, Mo. 

(5) $100,000 for capital investment in equipment. 

The balance of $91,500, or 2.3 percent of estimate, covers— 

(1) $17,900 for travel, based on 778 days at $23, for work with other agencies 
in the field, and to inspect agencies’ records prior to shipment to centers to insure 
maximum on-site disposals and preclude unnecessary shipping and handling 
costs, 

(2) $73,600 for normal office expenses, including communications, printing 
and reproduction, equipment maintenance, health room services, and adminis 
trative supplies and materials. 


DECLINE IN GOVERNMENT RECORDS 


Mr. Tuomas. Records administered, 1955, 3,012,919 cubic feet ; 1956, 
5,402,500 cubic feet ; 1957, 3,727,500 cubic feet. It is going up. Where 
is your table? I saw some tables— 

Mr. Grover. Page 185. That shows the decline of records in the 
Government as a whole. 

Mr. Tuomas (reading) : 

In 1955 for second consecutive year more Government records were destroyed 
than were created. Holdings decreased from 24.6 million cubie feet on July 1, 
1954, to 23.8 million on June 30, 1955, as a result of destruction of 3.9 million 
cubic feet, while 5.1 million feet were being added. 

You gained 800,000 ? 

Mr. Grover. 800,000. 

Mr. Tuomas (reading) : 


Every effort must be made to continue this trend. 


That is a good statement. I think you are doing all right. 

Mr. Anoex. Part of our central staff was used to work with the 
agencies to lower this total of Government records holdings. That 
is part of the Washington staff you spoke of a while ago. Also, parts 
of the field staff. 

Mr. Tuomas. Are they salesmen? 

Mr. Ancext. Yes. That istrue of some of the field staff, too. 

Mr. Txomas. Your main problem is being able to do a good sell- 
ing job? 

Mr. Ancex. There are technicians in records retirement that are do- 
ing that. 

CAPACITY OF REGIONAL RECORDS CENTERS 


Mr. THomas. What about your records centers? [ Reading: | 


Regional records centers contain some 1.2 million square feet of space having 
capacity of 3.1 million cubic feet of records. Present equipment plus units being 
purchased with 1956 supplemental funds will handle about 2.85 million cubic 
feet. 


Mr. Tuomas. This year you are asking for $100,000 for capital out- 
lay; last year $122,000. Is this to buy new equipment ¢ 
Mr. Grover. Yes, sir. 
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RECORDS CENTER SPACE COSTS 


Mr. Tuomas. You have some “Other objects” costs, $748,000 for rent 
and utilities. What is that? 

Mr. Grover. We provide for all the building maintenance costs in 
this budget. We budget for all records center space costs for both 
leased and Government-owned buildings, and transfer the funds to 
PBS who perform the actual work. 

Mr. Tuomas. Rent and maintenance both ? 

Mr. Grover. Yes. Some of our buildings are Government owned, 
some are leased. 

Mr. Tuomas. Where are your records centers? 

Mr. Grover. We have a leased building in Dallas, Government- 
owned in New York, Government-owned in Washington, Alexandria, 
in part. We are also at Franconia, which is leased. We have Gov- 
ernment-owned space at Atlanta, Kansas City, and Seattle, and leased 
space at San Francisco. 

Mr. Tuomas. About 85 percent of your space is Government-owned, 
then ? 

Mr. Grover. About 60 percent. 

Mr. Mansure. What about St. Louis? 

Mr. Grover. St. Louis is leased and Chicago is leased. 

Mr. Ancen. About half and half. 

Mr. Prius. In square footage. 

Mr. Tuomas. Public buildings has not taken over and paid house- 
keeping bills to the extent of utilities and maintenance yet ? 

Mr. Meptey. After discussing this with the Budget Bureau it was 
decided, since this was special-purpose space rather than normal office 
or administrative space, that it would be better to budget for those 
items in this particular budget and reimburse the Buildings Manage- 
ment Fund 

Mr. Tromas. It is the cheapest space you have. I have been in a 
lot of your warehouses. 

Mr. Meprery. Just the same as for the general supply fund operation 
which also carries cost of its space in its budget. It is all performed 
by buildings. 

Mr. Tuomas. It is a question of keeping your records? 

Mr. Mepiery. Yes, sir. In that way the entire cost of the records 
centers is budgeted and accounted for in one place. 


ECONOMIES DUE TO RECORDS CENTERS 


Mr. Tuomas. On personal services how many increase is that over 
last year? It is about 43 or 44? 

Mr. Grover. Increase of 43 positions. We figure that we need only 
one position in records centers as compared to two used by the other 
agencies because of the more efficient techniques we use, plus efficiency 
of centralization. 

Mr. Tuomas. You figure that is 2 for 1? 

Mr. Grover. Two to one personnel savings. We can handle twice 
as much work in a center with the same number of people as when 
these relatively inactive records are held by the agencies. 
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Mr. Tuomas. For every square foot or cubic foot of occupied space 
you have in one of your records centers, how much is that worth to the 
taxpayer ¢ 

Mr. Grover. If you take equipment, space and personnel savings, 
it runs to about 4 to 1, a little over 4 to 1. 

Mr. Tuomas. How do you figure that? 

Mr. Grover. Equipment runs about 15 to 1, shelving and cardboard 
boxes as against steel file cabinets. 

Mr. Tuomas. That is not a rec urring item. It looks like 2 to 1. 
These records downtown cost John Public from $2 to $214 or $214 a 
square foot to keep them in theagency. In your centers it costs from 7 
cents to maybe $1. 

Mr. Grover. We put nearly three times as many records in the same 
amount of floorspace. 

Mr. Anoex. Add to that the fact that per man our searchers in the 
centers can render twice as many references as the people in the agency. 

Mr. Tuomas. You got me up to 2 to 1. How much higher do you 
want to get it? 

Mr. Grover. I want it to go a little over 4 to 1 because that is the 
way we figured it out. 

Mr. Tomas. The basis of savings is—if you can once talk these 
agencies into releasing these records as it is a characteristic for each 
agency to think every “record is a ver y valuable one. It comes within 
our own experience that if you throw something away today, you will 
need it tomorrow. 

There is another point. I was talking to some of your people in the 
field and they say if we can once get these papers out of the agency's 
sight, they do not need them nearly as often as they thought they did. 
You can destroy three-fourths of them if you get them out of their 
sight. 

Mr. Grover. That is one of the advantages of a records center. 

Mr. Puiutrs. Do you not think that applies to congressional offices, 
too ¢ 


ARCHIVES AND RELATED SERVICES 


Mr. THomas. Yes. What about page 195? What is the difference 
between this item and these others? Mr. Reporter, put pages 195, 
196, and 197 in the record. 

(The justification is as follows :) 


OPERATING Expenses, NARS 


3. Archives and related services 


Average employment 
Amount — 
Departmental Field 


inepinnibentagaio j—- - 


$1, 707, 000 | ee 
+175. 000 +31.0 |- 


1, 882, 000 | 336. 5 | 


72350—56—pt. 
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HIGHLIGHT 


“The permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and serviced in the Archives of the United States. Related 
services consist of (a@) publication of the Federal Register, Code of Federal Reg- 
ulations, United States Government Organization Manual, the slip laws, and the 
United States Statutes at Large, (0) preservation and servicing of historical 
records at the Franklin D. Roosevelt Library, and (c) National Historical Publi- 
cations Commission.” (From the budget for 1957.) 


, | re 
Summary of performance cost 1956 


(a) National Archives. __. oie ahaais ? $1, 295,952 | $1,382,800 | $1, 542, 500 
(6) Federal Register ~e cata ee a 234, 285 | 256, 700 | 272, 000 
(c) Roosevelt Library : « poe 63,745 | 67, 500 | 67, 500 

1, 707, 000 1, 882, 000 
| 


Total cost or estimate ais bc wee oe 1, 593, 982 | 


JUSTIFICATION 


a. National Archives.—Vermanently valuable records of the Government are 
selected, arranged, cataloged, preserved, and made available for use. The essen- 
tial workload and cost of the program are set forth below followed by brief 
explanation of performance: 

Performance cost 


(1) Appraisal and selection: 

Number of items ids : ; -| 9, 458 9, 500 9, 500 

Cost or estimate ae ’ Za | $75, 809 $78, 000 $78, 000 

@) Preservation: 

Items flattened ___- = ae 491, 738 | 370, 000 900, 000 

Items laminated : ; | 124, 697 40, 000 120, 000 

Items microfilmed _ — ‘ : 400, 000 1, 700, 000 

Cost or estimate ‘ ia $120, 173 $125, 000 $280, 500 

Arrangement and finding aids: 

Items arranged nbs ‘ 1, 260, 719 1, 500, 000 500, 000 

Finding aid entries oRe 41, 008 | 41, 000 60, 000 

Cost or estimate si $409, 916 $446, 000 $422, 000 

Reference and repreduction 

Number of reference services on 416, 421 420, 000 420, 000 

Number of reproduction services asec 577, 405 575, 000 575, 000 

Cost or estimate 5 _ $644, 615 $681, 300 $682, 000 
National Historical Publications Commission: (Not sus- | 

ceptible to work unit) _-- ad eects | $45, 439 $52, 500 $60, 000 





Total cost or estimate ae | $1, 295, 952 $1, 382, 800 $1, 542, 500 
i 





(1) Appraisal and selection.—Appraisal and selection of records to be acces: 
sioned and disposed of will be continued at 1956 rate. In 1956 and 1957 emphasis 
will be given to appraisal of archival material held by agencies with a view to 
planning future accessions to National Archives. 

(2) Preservation.—Many records transferred to National Archives from other 
agencies were in bad condition at time of transfer. Others that had been reason- 
ably well preserved in dead storage have suffered deterioration as a result of 
increased use since their transfer. A large backlog of records exists needing 
rehabilitation or filming to preserve their essential contents. 

Measures must be increased to prevent loss of many valuable records. De- 
tailed survey reveals that 8,000 volumes and approximately 13 million sheets of 
paper are in such dilapidated condition that they must be repaired or reproduced. 

As cost of repairing documents is high, it is proposed to use microfilming as 
a substitute process whenever possible. The more expensive process of lamina- 
tion, silking, and rebinding will be used only for documents too fragile to be 
microfilmed or which cannot adequately be reproduced photographically, or 
where special values require preservation in original physical form. Substitution 
of microfilming for repair has added advantage of providing security copies 
that can be stored outside Washington and a means of offering cheaper repro- 
ductions to scholars and research institutions. 
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Increase proposed for this combined activity of microfilming and repair will 
eliminate existing backlog over a period of 10 years, and will keep current with 
new accessions and records that will deteriorate from use during that period 


Estimated 
Current deterioration | Total 10 year 
backlog during next workload 
10 years 


lo be flattened and microfilmed (pages) 12, 000, 000 5. 000, 000 17. 000, 000 
l'o be laminated, silked, or otherwise repaired (sheets) 800, O00 100, O00 1, 200, 000 
Bindings repaired or rebound &, OOO 1, 000 12. 000 
Program for 1955, 1956, and 1957 is set forth below 


1955 1956 


Flattening and microfilming (pages) 1 491, 738 400, 000 1, 700, 000 
Laminating (items) 124, 697 40, OOO 120. O00 
Binding (items) | 1, 392 1, 400 1, 200 
Preservation cost... $120, 173 $125, 000 $280) SOO 


Flattening only. 


(3) Arrangement and finding aids.—In 1956 as in 1955, emphasis will continue 
to be given to rearrangement of National Archives records holdings. This project 
was begun late in 1954 and will be completed by the end of 1956 in the production 
of 1,500,000 items for the year. In 1957 archival arrangement of records and 
preparation of finding aids to records will revert to normal rate of 500,000. 

(4) Reference and reproduction.—lt is estimated that requests for reference 
and reproduction services will continue at substantially the 1955 and 1956 levels. 

(5) National Historical Publications Commission.—Program to arrange and 
inventory records of the House of Representatives (included above in the 
arrangement and finding aid program) was completed December 31, 1955. 
Three of six positions allotted for this purpose will be required to keep abreast 
of future accessions from the two Houses. The other three positions have been 
reassigned to work in connection with the selection, identification, indexing, and 
publication of papers of the First Federal Congress and contemporary docu 
ments relating to ratification of Constitution and Bill of Rights. 

b. Federal Register.—The daily Federal Register, annual supplements to Code 
of Federal Regulations, annual United States Government Organization Manual, 
daily slip laws, and annual United States Statutes at Large ure published within 
fixed deadlines. These are continuous services. Backlogs cannot be permitted in 
daily publications. Backlogs in annual publications are wasteful and conducive 
to inefficiency in conduct of Government business and in administration of justice. 


1955 1057 


Number of pages prepared for publication 32, 038 33, 500 36, 000 
Unit cost $7. 31 $7. 66 $7. 56 


Performance cost $234, 285 $256, 700 272, 000 


Page production in 1955 increased over previous year in all major areas except 
in Code of Federal Regulations. Code supplements afford least harmful area 
of backlog. It was necessary, therefore, to defer work on supplements and 
revised books of the code representing some 5,000 pages. 

In 1956, continued efforts will be made to minimize backlog in the Code of 
Federal Regulations and to maintain compilation and publication of the valuable 
new guide to Federal record-retention requirements as applicable to private 
business firms, which is designed to serve as a basis for simplifying and 
systematizing such requirements. 

Additional workload in 1957 necessitates minor fund increase although pro 
duction efficiency will achieve lower unit cost. 
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Workload of Federal Register functions by number of pages prepared and 
published follows: 





1956 











Federal Register__-.-_- ea ct i otal ins Ch miigla 11, 386 12, 000 12, 750 
a NN ne, oa, a unseennetamonwaneee 13, 830 17, 500 18, 250 
U. 8. Government Organization Manual___. aawee oe 748 750 7) 
RD AEA ESS cree eae ee eae ene 3, 067 1, 600 2, 100 
Ro oh ceand skimmed beamabee ckweneainn # 1, 650 2, 1! 





Total number of pages............--. sci ds can tae onan Gekltaal 32, 038 33, 500 36, 000 





(c) Roosevelt Library.—Manuscripts, books, prints, films, and other 
historical materials received from Franklin D. Roosevelt or acquired 
from his contemporaries are cataloged, preserved, and serviced at the 
Roosevelt Library, Hyde Park, N. Y. 

Library holdings now include some 7,060 cubic feet of manuscripts, 
27,700 volumes, 38,700 other printed items, 59,700 still pictures, and 
18,600 museum objects. Cataloging, arranging, and classifying the 
backlog of unprocessed items is being carried on slowly. In 1956 and 
1957, as in 1955, about 5 percent of backlog will be eliminated. It is 
estimated that reference services will continue at substantially the 1955 
level. 

Mr. Meptey. That is the National Archives. 

Mr. Tuomas. Yes. Archives and related services. 

Cost: $1,882,000; increase of $175,000; 336 jobs, increase of 31. 
These are all departmental positions. This includes the $155,500 item 
for microfilming. 

Mr. Grover. That is most of the $175,000 increase. 


PRESERVATION OF HISTORICAL PAPER RECORDS 


Mr. Tuomas. You better explain this to Mr. Boland and Mr. Phuil- 
lips. This is where they have some of these old records—show us those 
two letters you had. 

Mr. Grover. Here is the Jackson letter and the Lincoln letter. 

Mr. THomas. What does that lamination work cost ? 

Mr. Grover. About 45 cents a sheet. 

Mr. Tuomas. To go back to microfilm, it costs 5 to 6 cents. They 
have so many thousands of these records. It costs about $155,000. 
They want to take care of some of those historical letters. 

Mr. Mansure. Explain why it is necessary to keep these ? 

Mr. Grover. I explained before Mr. Phillips and Mr. Boland came 
in that we have, with the help of this committee, succeeded in getting 
our motion-picture film holdings in permanent shape, and we are very 
appreciative of that. We would now like to move into our 175-year 
backlog of paper records that are deteriorating and start a 10-year 
program to see if we can catch up. Actually on a statistical basis at 
the rate we are going now it is impossible for us to ever catch up with 
our backlog of repair work on paper records. 

Mr. Pxuiturrs. What method is that? 

Mr. Grover. That is an example of lamination, using cellulose ace- 
tate foil. 

Mr. Putiurs. How long will it last ? 

Mr. Grover. We think it will last just as long as any other process. 
It is a lot cheaper than silking. 














| and 
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Mr. Puiturps. You take the original documents and you have ap- 
plied this process. Suppose this deteriorates. Then is the entire 
document gone ? 

Mr. Grover. This process can be reversed. The document can be 
put in an acetone bath, foil removed, and the document will be just 
as it was. 

Mr. Mansvre. Will this thing disappear entirely ? 

Mr. Puriturrs. No; the question was whether in the future, using 
this process, not being permanent, whether we have in that way de- 
stroyed the original document. 

Mr. Mansvre. No 

Mr. Grover. Our rule is never to repair anything that doesn’t need 
repairing. If it is in good shape, leave it at that. About 95 percent 
of the holdings of the National Archives are in pretty good shape. 

Mr. Putuies. Did you ask the Archivist about the little business he 
carries on with the colleges and schools on these documents? 

Mr. Tuomas. Tell us about it. 

Mr. Grover. As part of our publication program we reproduce 
many series of documents on microfilm, make a negative copy of the 
microfilm and sell positive copies to various universities at cost. We 
have nearly 6,000 rolls of microfilm publications of that kind that 
help us really to decentralize our research holdings to the various uni- 
versities throughout the United States. 

Mr. Pures. Is your business growing ? 

Mr. Grover. Yes; it is growing gradually. This program is self- 
supporting, and it expands at about 2 or 3 percent a year, but not very 
fast. It is a very valuable program to get the National "Archives out 


to the scholars who live distant from W: ashington. The University of 
Minnesota bought a complete set of everything we have on microfilm. 


SERVICE ADMINISTRATION 


Mr. Tuomas. Put page 202 in the record. 
(The page referred to follows :) 


OPERATING ExPENSES, NARS 


5. Service administration 


Average employment 
Amount —eerere n,n eee" 
Departmental Field Total 


2 
$256, 900 
awe 
256, 900 | 
| 


HIGHLIGHT 


“General supervision over all programs assigned to the National Archives and 
Records Service is provided” (from the budget for 1957). 

Supervision is provided in central office by Archivist and the Deputy Archivist, 
aided by a small administrative staff, and in the field by a deputy regional di- 
rector for records management in each of the 10 regions. Cost of penalty mail 
for all programs of the service is provided. 








1955 | 1956 | 1957 


| 


General supervision... _._- ae $204, 604 $225, 600 | $225, 600 
SD I ic La ek htc enanaiowheeeu 19, 614 | 31, 300 31, 300 





a kitts a keh 


224, 218 | 256, 900 | 256, 900 
EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


Personal services and staffing.—$215,400 for 28 positions, the same as in 1956, 
distributed as follows: 





Central office _ - ; 
Regional offices _....-...--- 





Total positions - _ - — es 
Average employment... iene es een kaanaaee 26.9 





Other objects.—$41,500, of which $31,300 is for penalty mail costs, an increase 
of $11,686 over 1955 for additional costs due to takeover of VA records center 
at Columbus, Ohio, at start of 1956. 

The balance of $10,200, or 4 percent of estimate, includes: 

(1) $6,200 for travel based on 248 days at $25. 
(2) $4,000 for normal office expenses. 


Mr. Tuomas. This is the operating expense of the Archivist’s im- 
mediate office, 28 people. Has it jumped up eight this year? 

Mr. Grover. No, sir; it is the same as it has been for the past 3 
years. 

Mr. Tuomas. Twenty in the field and eight in the Department. 


ADMINISTRATIVE OPERATIONS 
Mr. Reporter, insert page 204 in the record at this point. 
OPERATING ExPENSES, NARS 


6. Administrative operations 
Amount 


HIGHLIGHTS 


“Financial, administrative, legal, compliance, and information services to sup- 
port this program are provided by the integrated staff organization of GSA. 
Increase in 1957 reflects increased workload due to expansion of program 
operations” (from the budget for 1957). 

Based on workloads which will be generated by records management programs 
proposed for 1957, it is estimated that administrative operations will cost 
$377,000 or 5.4 percent of $7,017,000, obligations for 1957. This is a slight 
reduction from 5.5 percent ratio for 1956. 





Distribution of cost by subactivity : 





1955 1956 1957 





Financial services ee ka area ae $154, 400 $162, 900 $166, 600 
h) Administrative services - ----- 7 | 141, 300 174, 200 187, 600 
Legal services aS i el ai eeu p 20, 000 19, 800 19, 000 
d) Compliance services. - - -. ae : aaeidantnaiiial 3, 100 2, 300 2, 400 
(e) Information....-.-- al ea ee . 1, 200 1, 100 1, 400 


Tn a a it eh elma dieainiainl 320, 360, 300 377, 000 
Distribution of cost: 

Departmental aad eS 5 idace 90, 21: 214, 800 227, 000 
Sy Se ‘ | 20, 78) 145, 500 150, 000 
1956 
. Distribution of average employment: 
Departmental ; ; 

Regional 


eeu aktincsttcnseweksdensce 


Increase of $16,700, or 4.6 percent in administrative operations costs, provides 
for additional staff services to support a 6.8 percent increase in magnitude of 
program operations and an 8.3 percent increase in program employment. 


Workload - principal functions 
ase a i ea ea een 


, : sei Z 
nter 1955 





(a) Financial services: 
Employees payrolled | ( , 022 1, 103 
Vouchers processed 5 5, 700 | 6, 000 
(6) Administrative services: 
Personnel employees serviced ¢ , 02: 1, 103 
Ratio to employees engaged in personnel work : 235 > 208 1: 184 


Survey or GOVERNMENT REcorRDS 


Program and financing 


1955 actual | 1956 estim: Py wee 7 estimate 


Survey of Government records, etc. (total obligations) - 
Financing: 


Program by activities: “| 
Unobligated balance no longer available | 


Appropriation + 





Obligations by objects 





Object classification 1955 actual | 1956 estimate | 1957 estimate 








Total number of permanent positions 
Average number of all employees- - . -....--.-.-------------- j 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary $9, 120 
Average grade ; | G8-13. 
—————— 
01 Personal serviees: 
ino eee cc eamewen mange wae Khwike de $12, 072 | 
Regular pay above 52-week base 70 


Total personal services ; | 12, 142 
| Bb Cute wt ae RR eee ee ee ee Ae eS 2, 063 
07 Other contractual services J 284, 678 
15 Taxes and assessments j 





Total obligations 
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Budget authorizations, ewpenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


RUDGET AUTHORIZATIONS AVAILARLE 


Appropriation ; 
Obligated balance brought forward 


Total budget authorizations available 





EXPENDITURES AND RALANCES 


Expenditures— 
Out of current authorizations. - --- - Sinedeawnwasdawna k hex 175, 000 
Out of prior authorizations -.---.-.-..-- sailatdiaiaiatimdaiias ae 
Total expenditures -- iineeiaicned 196, 034 102, 855. 175, 000 
Unobligated balance no longer av ailable. (expiring ‘for obliga- 
tion) Memibanaee 1,111 (cetiocbonegiaiaes 
Obligated bs lance carried forward... m aa 102, 855 |... oon 25, 000 


Total expenditures and balances 300, 102, 855 | 200, 000 





Mr. Tuomas. We have already discussed the survey of Govern- 
ment records program. We might put page 209 in the record. 
(Page referred to follows:) 


SuRVEY OF GOVERNMENT ReEcorDS, RECORDS MANAGEMENT, AND DISPOSAL PRACTICES 


GENERAL STATEMENT 


“Surveys of records management practices in various agencies are performed 
under contracts with private concerns to disclose areas susceptible to improve- 
ments and economies. This program was initiated in 1955 under an appro- 
priation of $300,000 which included expense of monitoring the contracts. The 
program proposed for 1957 requires $200,000, all of which is for contracts, as 
expense of monitoring contracts is included in the estimate for ‘Operating 
expenses, National Archives and Records Service’” (from the budget for 1957). 

The greatest reduction in time lag between implementing recommendations 
of the Hoover Commission on paperwork management and realization of sav- 
ings can be made by private management surveys in agencies with high volume 
or concentration of paperwork. 

Surveys are intensive, onetime, onsite studies by commercial management 
firms under general guidance of GSA. They relate existing paperwork manage- 
ment practices and problems to efficient and economical procedures and tech- 
niques, recommend changes, assist in implementation of accepted recommen- 
dations, and estimate benefits from improved services, operating economies, 
and savings. 

Survey program was initiated in 1955 by special appropriation in Supple- 
mental Appropriation Act, 1955. Five contracts were made with commercial 
management firms covering paperwork management, as follows: 

1. Bureau of Indian Affairs, reporting system. 

2. Interstate Commerce Commission. 

3. Veterans Administration. 

4. Insurance-type agencies (CSC retirement system, railroad retirement 
Board, old-age and Survivors insurance, employees’ compensation). 

5. Records center operations of Department of Defense and General 
Services administration. 

Contractors’ estimates based on major recommendations as of September 
80, 1955, indicate potential net savings of over $18 million, most of which would 
recur each year. Actual savings reported by that date total over $4 million, 
including $357,000 in personnel and in space and equipment having a replacement 

value of $3,775,000. 
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APPROPRIATION LANGUAGE 


“Surveys of Government records, records management, and disposal practices: 
For necessary expenses in connection with conducting surveys of the records 
of Federal agencies and of records management and records-disposal practices 
in Federal agencies, pursuant to section 505 (c) of the Fe deral Property and 


Administration Services Act of 1949, as amended, $200,000.’ 
TRIBUTE TO MR, PHILLIPS 


Mr. Grover. Might I interrupt to say this: It is a little personal. 
I understand Mr. Phillips has decided not to run again and I want 
the record to show how much we at the National Are chives appreciate 
his interest over the years in our work. 

Mr, Pures. Thank you very much. 

Mr. THomas. We hate for him to leave, too. Maybe he will change 
his mind, 

Mr. Mansure. He helped us at the Passport Department. 

Mr. Puisips. I wanted you to tell more about that Passport De- 
partment. I went down there and nearly fell dead in the old passport 
office. I do not see how they operated. There was a series of little 
rooms. There was a fire hazard and there was a sanitary hazard that 
was bad. You know how you put the seals on the passports / They 
were still doing it with hot electric irons. There were 6 or 7 hot electric 
irons standing on the table with the cords all worn off. The building 
would have gone up like that. I think it is worthwhile for the whole 
committee to go see the whole operation. It has been streamlined. 


TRANSPORTATION AND UTILITIES 
WITNESSES 


H. K. HYDE, ACTING COMMISSIONER, TRANSPORTATION AND 
PUBLIC UTILITIES 

G. N. SMULL, DEPUTY COMMISSIONER 

G. H. McEWEN, ADMINISTRATIVE OFFICER 

J. K. COWLING, ACTING DIRECTOR, RATES AND ROUTING 

J. F. REUTEMANN, SPECIAL ASSISTANT TO COMMISSIONER 

J. K. MacINTOSH, ACTING DIRECTOR, PUBLIC UTILITIES 

J. 8. PETERS, SUPERVISOR, FREIGHT TRAFFIC OFFICE 


Program and financing 


1955 actual a | 1956 estimate ate| 1 1957 estimate 


Program bg activities: 
1. Transportation services: 
(a) Traffic management $526, 725 | $558, 100 | $796, 000 
OS ea 270, 000 | 283, 000 241, 000 
2. Public utility services 51, 890 62, 500 | 88, 000 
3. Service administration - 21, 985 | 53, 300 | 75, 000 
4. Administrative operations 166, 700 | 180, 200 207, 000 


Total obligations_.-._- aaa 1, 037, 300 1, 137, 100 1, 407, 
7, ¢ — 180, 200 


Financing: Comparative transfers from other accounts... — 1, 037, 300 


Appropriation (adjusted) . - ._- 956, 900 1, 407, 
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Object classification 


Total number of permanent positions 
Average number of all employees és 
Number of employees at end of year - - 


Average salaries and grades: 

General schedule grades: 
Average salary _- 
Average grade __- 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base - - 
Payment above basic rates_-_- 


Total personal services. -- 
Travel 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services og aie ; 
Payment to ‘‘ Administrative operations fund, Gen- 
eral Services Administration”’ ‘ : 
Services performed by other agencies 
Supplies and materials : < 
Equipment 
Taxes and assessments -- 


Total obligations 


Obligations by objects 


1955 actual 1956 estimate 1957 estimate 


160 | 
157 
154 


198 
187 


hog 


$5, 739 
GS-7.6 


$5, 867 
GS-8. 


| 
| 


$897, 701 | 
| 
3, 399 | 


$810, 703 | 
2, 515 | 
3, 064 | 
5, 599 


$1, 105, 300 


321, 881 
4, 860 
89 | 

19, 013 
5, 492 
7, 605 


1, 105, 300 
25, 000 


901, 100 
9, 900 
"22, 500 


18, 100 
10, 700 


17, 800 
8, 000 
8, 600 


166, 700 
2, 401 
8, 626 

226 


407 


180, 200 
2, 700 


207, 000 
3, 400 
9, 900 
5, 100 


1, 137, 100 








1, 037, 300 


Budget authorizations, expenditures and balances 


| 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - ; eee riaiat les 
Transferred (63 Stat. 381) from— 
“Operating expenses, Federal Supply Service, 
Services Administration” age anr as a eee 
“Operating expenses, Public Buildings Service, General 
Services Administration”’ ‘ aed ae 
“Strategic and critical materials, General Services Admin- 
istration’’_.- 


| 
General 


Adjusted appropriation : 
Obligated balance brought forward ---.--....-...-.------ : 


Total budget authorizations available 


EXPENDITURES AND BALANCES 





Expenditures— 
Out of current authorizations - -- 
Out of prior authorizations_----- 


Total expenditures__- 
Obligated balance carried forward_--- 


Total expenditures and balances - 


What about the 
Put pages 212, 2 


“~~ = 


Mr. Tomas. 
are setting up‘ 
point. 


€ 
- 


1 


| 
1955 actual | 1956 estimate | 1957 estimate 


$1, 407, 000 


$464, 400 


62, 500 


430, 000 





1, 407, 000 
39, 400 


956, 900 


956, 900 


1, 446, 400 


917, 500 1, 270, 000 
30, 000 


917, 500 
39, 400 


1, 300, 000 
146, 400 





956, 900 1, 446, 400 





new “Transportation Service” you 
3, and 214 in the record at this 





Stimate 


198 
187 


194 


$5, 867 
GS-8.0 


105, 300 


105, 300 
25, 000 
22, 500 
18, 100 
10, 700 


07, 000 
3, 400 
9, 900 
5, 100 


97, 000 


mate 


7, 000 


(Pages referred to follow :) 


OPERATING Expenses, TPUS 
Swmmary reconciliation of 1957 estimate to 1956 funds 


A. 1956 budget estimate... __-_- ‘os i hie oan 0 
Transfers from: 
“Operating expenses, Federal Supply Service” i $464, 400 
“Operating expenses, Public Buildings Service’’- a 62, 500 
“Strategic and critical materials” ‘ ‘ 430, 000 
Comparative transfer from “Administrative operations”. sie 180, 200 
Total new obligational authority for 1956 sa tel ai ~« 2738%, 300 
B. Decrease in 1957: 
Reduction in shipping services for stockpile program_____- —41, 000 
C. Increases in 1967: 
Expand rates and routing services furnished other 
agenices__ . fe. eae _... $130, 000 
Increase ne; otiations for beneficial freight rates 54, 000 
Research to reduce cost of supply items by coordinat- 
ing transportation considerations with procure- 
mene’ DROCHNIEE. onc cese minects bese 58, 800 
Extend areawide utilities contracts to additional 
cities sie . 25, 500 
More adequate supervision and ine reased mail costs a1. 700 


Administrative operations for expanded programs_. 26, 800 
~— - 811, 800 


Total estimate for 1957 2 se 2 davinkseieed a See 


Analysis by activities 


| 
| 1956 adjusted Deductions Additions | 1957 estimate 


1. Transportation services... .-..--- ; $841, 100 | $41, 900 | $237, 800 | $1, 037, 000 
Public utilities services | 62, 500 | | 25, SOO | &R, 000 
3. Service administration...........- eee 53, 300 | 21, 700 | 75, 000 
. Administrative operations..-..--- vena 180, 20) 26, 800 | 207, 000 


OE sce sciscnwassepeces 1, 137, 100 | 41, 900 | 311, 800 | 1, 407, 000 


Operating expenses, TPUS 
Amount 


$1, 137, 100 
Change +-269, 900 


1, 407, 000 


GENERAL STATEMENT 


“This new appropriation provides for transportation and public utilities 
services to civil agencies, to be provided by the Transportation and Public 
Utilities Service, established July 1, 1955. 

“Funds for 1956 are provided by transfers from other appropriations of the 
Administration corresponding to the transfer of functions of the new service 
at their existing level. 

“Increases for 1957 provide for expansion and improvement of traffic and 
utilities services as the first step toward progressively centralizing in the new 
service functions now performed by certain civil agencies” (from the budget 
for 1957). 

Activities include establishing procedures which result in effective traffic 
management; furnishing freight rate and routing services to civil agencies; 
negotiating with carriers and utility companies for beneficial rates, where justi- 
fied; contracting for transportation and public utilities services; management 
of nonstores shipments originating in GSA; and related operations. 
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Nucleus organization of the new Transportation and Public Utilities Service 
was established by consolidating functions previously assigned to three operat- 
ing services in GSA, under authority of section 106 of the Federal Property and 
Administrative Services Act of 1949 as amended. Funds available during 1956 
do not provide for any required expansion of activities. However, consolidation 
of existing activities into one service provides a base for further centralization 
of functions. 

Although centralization of these functions was authorized in the act creating 
GSA, administrative policy was to proceed cautiously until initial limited service 
extension would clearly demonstrate that efficiencies and economies could be 
achieved. By end of 1955 this was proven. During that year documented sav- 
ings of $11.3 million were realized at overall operating costs of only $870,600, 
a ratio of $13 saved for every $1 of cost. 

Increases proposed in 1957 provide first step in program to progressively 
centralize related functions now being performed by certain civil agencies in 
one agency as authorized by that act. This is based on demonstrated ability 
of GSA to produce substantial savings by centralizing operations. Savings are 
anticipated to increase from $9.1 million in 1956 to $12.8 million in 1957. 

Budget request of $1,407,000 for 1957 represents net increase of $269,900 over 
amount available in 1956, consisting of: (1) $130,000 to expand service to other 
agencies; (2) $54,000 to further emphasize negotiations for beneficial rates; (3) 
$53,800 to conduct research into transportation practices to further reduce costs 
of transporting property; (4) $25,500 to extend areawide public utilities con- 
tracts to additional cities; and (5) $48,500 to provide more adequate supervision, 
increased penalty mail costs, and administrative operations in support of ex- 
panding operations; less (6) reduction of $41,900 in shipping services for stock- 
pile program. 

Provision is made under this head for the first time for administrative opera- 
tions such as accounting, budget, personnel, legal, and customary administrative 
services necessary to support program operating activities formerly provided un- 
der the head of “Administrative operations.” 

Appropriate transfers are reflected in the budget schedules to show derivation 
of funds for 1956. Comparative transfers are shown for 1955 to insure com- 
parability for the 3 years. 

Detailed estimates for each of the activities financed from this appropriation 
follow. 

APPROPRIATION LANGUAGE 


“Operating expenses, Transportation and Public Utilities Service: For neces- 
sary expenses of ‘vansportation and public utilities management and related 
activities, as provided by law, including not to exceed $25,000 for expenses of 
travel; $1,407,000.” 

Mr. Hyper. Might I be permitted to read a short opening statement ? 

Mr. Tuomas. Go ahead. 


GENERAL STATEMENT 


Mr. Hyver. My name is Herbert K. Hyde, recently appointed as 
Commissioner of the Transportation and Public Utilities Service in 
the General Services Administration. 

Since this item appears before the committee as a separate appro- 
priation for the first time, I especially welcome this opportunity to 
make brief introductory remarks. 

As a matter of background I’d like to state that although centraliza- 
tion in GSA of transportation and utilities services was authorized in 
the Federal Property and Administrative Services Act of 1949, operat- 
ing responsibilities were initiallv assiened to existing organizational 
units in FSS, PBS, and EPS until limited service extension would 
clearly demonstrate that efficiancies and economies could be achieved. 
By the end of 1955 these limited operations clearly demonstrated abil- 
ity to consistently produce economies far outweighing costs involved. 
Over a 6-year period ending with 1955, savings averaged $13.8 for 
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every $1 of cost in the transportation area and $31.5 for every $1 of 
cost in the public utilities area 

This proven ability to produce substantial economies in Government 
led to establishment by the Administrator last July of a new Service 
formed by transfer of operational units and corresponding funds from 
the three organizations named above. By bringing together into one 
Service these transportation and public utilities functions there has 
_ *n created the basis for an organizational structure upon which can 
be built a truly effective transportation and public utilities manage 
ment operation. 

Increases proposed in 1957 provide first step in program to progres- 
sively centralize related functions now being performed in many civil 
agencies. 

So that you may have some appreciation of the multiplicity of re- 
sponsibilities that must be covered, a partial listing is prov ided. This 
list will give some indication of the coverage to be e xpected from an 
effective traffic management and public utilities operation : 

. Coordination of procurement and traffic management. 

2. Traffic management consideration in stock positioning. 

3. Transportation consideration in site selection. 

4. Elimination of cross-hauling to maximum extent possible. 

5. Consolidation of small shipments and efficient use of premium transportation. 
3. Regulations compliance and carriers’ voucher cost review. 

. Transportation and public utilities statistical analysis. 

. Rate quotation and routing service. 

. Negotiation of appropriate transportation and public utilities rate levels. 

. Effective liaison with other Government agencies and industry. 

. Loss, damage, and tare weight control. 

. Extension of areawide public utilities contracts. 

In each of these functional areas there exist potential savings to the 
Government. The full potential, however, has not been reac ched. It 
is my belief that a fair estimate of our overall traffic man: igement and 
public utilities coverage would be about 50 percent at this time. Our 
objective is to progressively expand the _coverage. Some progress 
toward this objective is provided for in 1957. 

We are presently servicing, in varying degrees, more than 140 civil- 
ian departments, agencies, and bureaus as well as GSA. _ It is recog- 
nized in an operation as far reaching as that which faces GSA trans- 
poration and public utilities management, we are at the present time 
merely scratching the surface in efficiency and economy opportunities. 
This is apparent from the fact that the limited degrees of coverage now 
provided tm effected identifiable savings of $11.3 million for fiscal 
1955. Increased operations in this fertile field will result in savings 
many times over amounts which would be spent for salaries. 

Our request for funds is modest in terms of the results which can 
be achieved. We have done our best to approach the task of supply 
ing traffic management and public utilities services from a very con- 
servative viewpoint. 

I would like to supplement that statement by making this observa- 
tion. When we think in terms of savings to the Fede ral Government, 
we have no right to expect that the carriers of this country should 
deliver merchandise for the Government at a cheaper price than they 
would for any other substantial or large user, comparable with the 
Government. That applies in the electric, gas, and telephone field 
the same as it does in the transportation field. We are not running 
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an auction shop down there. All we want is the same fair treatment 
that the carriers and the public utility companies afford other large 
users—no more and certainly no less. 

In other words, our contractual relationship in both these rate fields, 
which represent approximately one-eighth of the national wealth of 
this country, is conducted in the atmosphere of fair play, expecting 
these companies will make a reasonable return to enable them to em- 
ploy camel sand pay taxes. This is the approach we have adopted. 


BASIS FOR INCREASED ESTIMATE 


Mr. Tuomas. Judge Hyde, this item has been floating around here 
many years, nothing 1 new about it, even though there is new language. 
Why the increase of $269,900 over last yea r? What will you do this 
year that you have not been doing? 

Mr. Hype. In the first place our workload is increasing. We are 
working on 29 projects at this time and we have 31 projects ‘that we are 
not even touching. As our work increases, our savings increase. As 
I have stated in this opening statement, and we can demonstrate it 
by the agencies nwebied: the savings we have effected for every dollar 
spent are substantial. 


TRANSPORTATION SERVICES 


Mr. Tomas. Insert pages 216, 217, and 218 in the record. 
(Pages referred to follow :) 


OPERATING ExpENsES, TPUS 


1. Transportation services 


! 
Average employment 


| Amount sr 


Departmental Field Total 


1956 a ; $841, 100 
Change. .-- oa : ews +195, 800 


a shed 1, 037, 000 


HIGHLIGHT 


“Data on rates, classifications, packaging, and consolidations are furnished to 
civil agencies; beneficial rates are negotiated; nonstores shipments originating 
within General Services Administration are managed; and research is conducted 
to minimize transportation costs.” (From the budget for 1957.) 

Budget for 1957 proposes increases to strengthen traffic services furnished 
agencies’ field installations; increase emphasis on negotiations for beneficial 
rates, and initiate studies to improve use of transportation considerations by 
contracting officials. Savings are expected to increase from $8.4 million in 1956 
to $12 million in 1957. 

Summary of performance cost 


1955 1956 1957 


(a) Traffic management. .---. ; SF nee $526, 725 $558, 100 $795, 900 
(6) Shipping-------- bkktodedade oaawe be 270, 000 283, 000 241, 100 


Total cost or estimate._________- | 841, 100 1, 037, 000 
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JUSTIFICATION 


1. Trafic management.—Functions performed by this subactivity are suscep- 
tible to different units of measure; therefore, each is presented separately, as 
follows: 

(1) Rates and routing services.—Maintenance of files of current freight 
tariffs and related publications and furnishing civil agencies with rate, classi- 
fication, routing, mode of transportation and miscellaneous information per 
taining to shipment of property by common carrier. Work unit of “service 
items” consists of one complete service furnished pursuant to request for rate, 
routing, Classification, or other related information. 


1955 1056 1057 


vice items 124, 756 127, 000 172, 700 
Unit cost $2. 77 $2. 86 $2. St 


lerformance cost =a $345, 395 | $363, 900 


$493, 900 


During 1954 small traffic divisions in each region averaging 38 employees were 
successful in initiating extension of service to other agencies’ field installations 
No additional staffing was possible under 1955 appropriation. Further, the 43.8 
percent increase in GSF stores sales during that year increased demands for 
traffic service to an extent that service to other agencies was sharply curtailed. 
This condition will continue throughout 1956 because of limited funds. 

Program for 1957 proposes to increase regional staffs to average of 4 employees 
to resume and further extend service to other agencies’ field installations. 
Provisions are also made to strengthen traffic operations in the central office. 

These are preliminary steps necessary to begin establishment of centralized 
traffie management for all civil agencies as contemplated by Public Law 152 
Data to determine total potential program for covering all civilian agency 
traffic operations is not available at this time. Program for 1957 based on 
increasing present partial coverage pending completion and evaluation of trans 
portation research analysis discussed in item (3) below. 

(2) Rate negotiations.—Negotiations with common carriers for voluntary 
adjustment of rates, charges, classifications, and rules and regulations which, 
although otherwise lawful, resulted in excessive transportation costs; or for 
special srevices not available under published tariffs at reasonable cost, where 
required. 

Unit of measure “rate negotiations” represents one negotiation initiated, 
transportation contract executed, or formal protest of carrier's major proposal. 


Rate negotiations 284 300 420 
Unit cost : $480 | $487 $476 


Performance cost $136, 320 $146, 000 $200, 000 


Continued in 1956 at about 1955 level of staffing but at increased production 
per employee which almost offsets increased pay costs. This accounts for the 
slight increase in unit cost. Reduced unit cost in 1957 reflects further increased 
efficiency. 

Rate negotiations produce highest savings yield at least cost because they 
generally involve large shipments. For example, rates negotiated in 1955 to 
move silver coins and bullion for Bureau of the Mint, under suitable security 
conditions by armored cars, saved over $400,000. Similarly, rates negotiated 
for moving paper for Bureau of Engraving and Printing saved $522,000 in 1955. 

Program for 1957 proposes expansion of activities to cover wider area of 
high-volume shipments, including civilian agency ocean transportation. Based 
on prior experience the proposed increase is a sound investment. 

(3) Management and analysis.—Development and promulgation of policies and 
operational procedures related to transportation; and analytical research into 
transportation practices with particular emphasis on development of findings 
useful in determining most economical methods of supply. 
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Performance reflected in man-years since activities are not susceptible to other 
unit of measure. 


1955 1956 1957 





Performance in man-years. - - ee 7 | 7 15 
Unit cost Pinatas weres $6, 430 $6, 886 $6, 800 


Performance cost ; | $45, 010 | $48, 200 $102, 000 
| 


eee ene 


Increased unit cost in 1956 represents effect of pay increase for 7 months not 
included in 1955 base. Reduction in unit cost for 1957 due to addition of larger 
proportion of lower grade clerical employees. 

Small staff during past and current year is inadequate to undertake major 
analyses which are expected to produce for first time in Government appropriate 
coordination of transportation with procurement. All large industry achieves 
this coordination, and transportation considerations often dictate where to buy, 
Savings thus realized in transportation costs are often the measure of profit for 
the enterprise. 

Program for 1957 contemplates undertaking major analyses intended to serve 
GSA’s large-scale procurement programs. 

(b) Shipping.—Preparation of detailed shipping instructions, bills of lading, 
and related data in connection with nonstores shipments originating in GSA 
including procurement of stevedoring, and accessorial services, rental of tank 
cars for movement of liquid materials, etc. 

Work unit of shipping instructions consists of one instruction furnished con- 
tractor, an amendment thereto, or a bill of lading issued. 


1955 


Shipping instructions ; ‘iameeiden 22, 272 22, 300 19, 000 
SE NS padandaeitednkesds abbtbcateiaaeae ' $12. 12 | $12. 69 $12. 69 


Performance cost... .- snantienennricennaecmsil - me $283, 000 | $241, 100 
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Increased unit cost in 1956 reflects effect of pay increase for 7 months not 
included in 1955 base. Reduction in performance and costs in 1957 due to 
anticipated reduction in scope of stockpile operations. 


EXPLANATION OF DISTUIBUTION BY OBJECTS 
(See activity data sheet) 
Personal services and staffing.—$967,200. Increase in positions requested to 


undertake extension of service and initiation of major research projects dis- 
cussed above. Distribution by subactivity follows: 








(a) Traffic management___-_- 
(b) Shipping-_..-..- 7 


Total positions lai ‘ ee 
Average employment.-.........-.....--- 


Other objects.—$69,800 including: 

(1) $19,800 for 860 travel days at $23, for travel to other agency 1loca- 
tions, for service extension to important shipping areas, and by central 
office officials to aid in establishing effective liaison in field, attend rate 
hearings, represent Government in litigation cases, etc. 

(2) $4,100 for equipment for new employees, to be acquired from excess. 

(3) $45,900 or 4.4 percent of estimate, for normal office expenses, 
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241, 100 
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Mr. Tuomas. What agencies are you working with? Pinpoint 
your savings. The armed services spend many te of thou- 
sands of dollars for transportation and each one—Navy, Army, Air 
Force—has a staff of people I imagine 3 or 4 times as large as your 
staff. How are you going to save ‘them any money ¢ 

Mr. Hype. I will try to exp: in it this way. We must first look at 
the object and intent and purpose of the law passed by Congress when 
they created GSA. It was the intention to tr: ansfer over to GSA funds, 
functions, and personnel of all executive agencies of the Government 
outside of those specifically exempted. So we start out, therefore, 
in the very beginning with a function, with a service, with the man 
power gradually built up, but we have reluctance and negative think- 
ing on the part of these various departments of government who did 
not elect to have these functions and services performed by anyone 
except themselves, and it has been a gradual uphill climb. But we 
say to you—and we can list them and will furnish you with the list of 
the 140 civilian agencies—that we have satisfied customers scattered 
throughout these various government agencies. 

Mr. Trromas. In 1957 you will have 168 man-years, an increase of 
24 over last year in transportation services alone, 

Which agencies are you working on now in fiseal year 1956 and 
what can you put your finger on in the wi: iy of direct help’ 1 note 
this language on 217 which is worthy of repetition here. You started 
out like you were going to give us something definite on savings but 


did not. 

Negotiations with common carriers for voluntary adjustment of rates, charges, 
classifications, and rules and regulations, which, although otherwise lawful, 
resulted in excessive transportation costs. 


I was looking for a dollar figure as to how much you saved but I 


do not see it. Can you supply that now / 
Mr. Hyper. Yes. First I would like to call your attention—you 


asked for the agencies. 
EXAMPLES OF SAVINGS 


Mr. Tuomas. You might insert the agencies with the dollar mark 
after it. Give us a nice little table, name the agencies, and read some 
of them into the record; agencies and savings. 

(The information requested is as follows :) 


Transportation savings—1955 


Department of Interior: 
Various Alaskan operations 
Indian affairs__-- 
i ae > 
Reclamation . 

Trust territories | 
Government of Guam-_-_- 
Government of Samoa. 
Ai GbR ...ducmed 

Atomie Energy Commission. 

Department of Commerce: 
COmetG oid od): 
Civil Aeronautics Administration. 
Weather Bureau__—---- 
SE | MR red dceicnnses aie aeaninait 
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Transportation savings—1955—Continued 


Department of Justice ies : $2, 610 
Treasury Department: 

Mint__. ‘ st ; eekietbad 452, 544 

Internal Revenue__-—- dink ia . — ‘ 118, 505 

All other a cacti ’ bee ; 2S0, 006 
Federal Civil Defense Administration— 2? 264 
International Cooperation Administration_- 165, 329 
Veterans’ Administration___-_- bi SEL 5 Coded bi 5, O54 
Department of Defense: 

ee) Let. a a . — ; 130, 215 

| naeenes 4 7, 084 

Navy..- aeule ewe 5, 991 
U. S. Information Agency ; ; . ae it Fea 37, 1338 
Post Office Department 22 ae iil 683, O67 
General Services Administration ‘ aie ot 4, 949, 372 
Miscellaneous agencies, Bureaus, ete ; ; 76, 95S 


Total i. J jel dent etdabaaiae 8, 142, 329 


Mr. Hyper. We furnished assistance to Internal Revenue Service in 
dockets Nos. 87925 and 43834, involving approximately 24 000 freight 
rates and exhibits and testimony by expert witnesses to defend the 
suit involving recovery of better than $4 million filed by the Seatrain 
lines. 

Mr. Tuomas. Is that court action or action before the Interstate 


Commerce Conimission ? 

Mr. Hyper. That was a court action. 

GSA pioneered transportation of coin and bullion by armored-car 
service resulting in tangible savings of S$350.000 to the Treasury 
Department, Bureau of the Mint, in the last fiscal year. In addition 


to savings, a more efficient and convenient service is provided. They 
are completely satisfied with the service they are getting from us as 
their management shipper-operator., 

In the absorption of Veterans’ Administration records center at 
Columbus, Ohio, records were shipped to GSA records center at 
Kansas City. GSA negotiated a rate that resulted in transportation 
savings beneath conference rates of $249,874. 

In Federal Civil Defense Administration— 

Mr. Thomas. Saving of $249,874 or ultimate cost ? 

Mr. Hype. That was saving of $249,874 below the conference rates. 

Mr. THomas. When you say you negotiated, do you mean you get 
the railroads to cut the rates ? 

Mr. Hype. I mean that we were able to effect that savings by making 
an amicable agreement beneath the conference rates that had been 
provided in the tariff. And again we did not conduct an auction shop 
and try to knock one railroad down against another or another mode 
of transportation against the railroads. 

Mr. Tuomas. I thought there was a specific prohibition in the Inter- 
state Commerce Act where there would not be any rebates or under- 
cutting. Tlow do you do this negotiation where you get a cheaper 
rate than anybody else? 

Mr. Hyper. Just a moment. We don’t want it cheaper than any- 
body else, but under section 22 of the Interstate Commerce Act the 
carriers have the right to give the Government lower rates than 
those published not as special treatment better than to other large 
shippers in the country because they likewise can negotiate for rates 
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on movements that are unusual. Therefore, when they arrive at a 
conference rate and we can negotiate with them and effect a saving, 
an amicable agreement insuring them also that they are m: aking money 
on that operation, we think we have performed a good service to the 
Government. 

Mr. Tuomas. What do they actually charge now ‘ 

Mr. Hype. We effected saving on that 1 item of $249,874.72 last 
year on that 1 move. 
~ Mr. Tuomas. From where / 

Mr. Hype. From Columbus, Ohio, to Kansas City. 

Mr. Tuomas. Ilow far is that? Not too long a haul. Four hun 
dred miles at most. 

Mr. Hypr. It is more than that. 

Mr. Mrepiey. Closer to 600. 

Mr. Hype. Federal Civil Defense Administration looks to GSA 
for assistance in selection of warehouse sites and to provide rates and 
routings for movement of approximately 50 million pounds of medi 
eal and other supplies annually, resulting in transportation saving 
of $100,000 annually to the FCDA. At the request: 

Mr. Trroomas. Where are they shipping that to? 

Mr, Hypr. That goes to different sections of the country. In that 
connection, since you brought out about the warehouses that the 
(rovernment was leasing and owning, I might state that there is now 
a study over in the Defense Department, along with the Civil Defens 
and the Office of Defense Mobilization of going underground. For 
instance, in the limestone area in our country, in the tristate area. 
and out in the West. 

Mr. Tuomas. We are glad they are getting that information. This 
committee has tried to get them to move it for years, and 10 days 

vo they had not. Tt was Somerville, N. J. 

Mr. Hyper. I might say to you that there is a study in process and 
they will issue a booklet in a short while. 

Mr. Tuomas. I do not understand the saving you have made when 
they have not moved the stuff. 

Mr. Ifypr. The 50 million pounds was moved to locations through 
out the country. This is separate and apart from their plan to pai 
tinlly vacate Somerville. 

At the request of the Post Office Department, GSA negotiated rates 
for the transportation of empty mailbags utilizing a special method 
In baling them up. 


SERVICES TO GSA OPERATIONS 


Mr. Trromas. Let me ask you this question, Judge. One of thy 
biggest originators of freight in this Government outside of the armed 
services, T presume, is the GSA. What about your own household / 
You are helping everybody else. What else do you do. Outside of 
the armed services the GSA originates more freight than anybod: 
else. . 

Mr. Mansure. No, Agriculture, I believe, originates more. 

Mr. Hyper. The Agriculture Department under the barter program. 
and so forth. 

With reference to GSA, Mr. Congressman, first, we service the 
Federal supply stores. Second, we service the emergency procure 
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ment program. One of the reasons for making us a service for 
coordinating it was this—— 

Mr. Tuomas. Judge, we are reasonably current on the activities 
there, but how do you 1 pull them all in and how do you get a reduction 
in the freight bill’ 

Mr. Hype. You are talking about the minerals and ores? 

Mr. Tuomas. Yes; italladdsup. GSA originates a lot of freight, 

Mr. Hyper. Yes. 


PAYMENT OF FREIGHT BILLS 


Mr. Thomas. How far is GSA behind in paying freight bills? 

Mr. Hyper. | will have to look to our comptroller for that 
information, 

Mr. Tromas. You do not let him pay the money until you O. K, the 
bills. What does the comptroller know about paying freight bills / 

Mr. Hyper. As a matter of fact, there is room for improvement in 
that. Also there is the General Accounting Office that has been here 
along,longtime. Iam new in Washington. 

Mr. Tuomas. They sort of claim a big part of that jurisdiction, too, 

Mr. Hype. They claim we make mist: akes. 

Mr. Tuomas. They have a great big section over there, about. 1,400 
people I believe, and they claim to be the authority on this type of 
activity. 

Mr. Mansurr. I would like to say I just returned from New York 
last week, and we went into specific operations of EPS, where trans 
portation bills are being paid in Washington after they are O. K.7d 
by Hyde’s shop. We are considering the transfer of that operation 
to New York because that is the point of incoming freight and out 
going freight by rail or truck. That will facilitate the payment of 
those bills. 

Mr. Tomas. How far behind are you now on the bills ? 

Mr. Mansure. We were as much as 90 days behind, I believe. 

Mr. Mepuey. I do not think we are behind now. On straight regu 
lar payments all we do is verify extensions because what Mr. Hyde 
is applying in his shop is the preventive medicine. There have been 
some delays where loss and damage suits were involved. Of course, 
you can get into arguments with the railroads that last forever on loss 
and damage suits. 


SAVINGS IN GSA’S TRANSPORTATION BILL 


Mr. Tuomas. Can you give us a horseback opinion on what. the 
saving has been in the GS A’s own freight bill by virtue of the service 
you are rendering? Do you have some approximate figures, Judge ’ 
Mr. Meprey. I have some ex: unples here. 
Mr. Tuomas. He has already given us some examples. We would 
like to have some figures. 
Mr. Hype. Last. year there was approximately $5 million saved 
on our transportation bill. 
Mr. Mansure. Are you talking about GSA? 
Mr. Hype. Yes; I will give you specific examples in the last 3 
days 
Mr, Tuomas. Was most of that for the procurement of stockpile / 
Mr. Hype. Emergency procurement program ; yes. 
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This is Just one illustration. ICA bought through the emergence 
procurement program about 90 passenger-freight cars, used cars, 
voing over to Korea, 

Mr. Tuomas. What organization was that ? 

Mr. Hype. The ICA. That is John Hollister’s shop. 

Mr. Thomas. Oh, yes; they change that name so often on us. 

Mr. Hype. We effected a saving on transportation alone of $111, 
(70.75. You ask how we do it. The shipping companies fix a rate 
and they say “this is it.” 

Mr. Trromas. You ave going back to the old maritime conference 
of shippers ? 

Mr. Hyper. Yes. The head of my ocean transportation branch las 
been in the business a long, long time and he figured it out and said, 
“I think we can save some money on that,” and we saved $111,000, 

Mr. Tuomas. That is fine. 

Mr. Hyper. Within the last 30 days the legal department, Mr. Elliott 
and Mr. Kennedy, and I helped a little, negotiated a contract with the 
Cleveland Electric Hluminating Co. They had billed us for $970,000 
and we had employed a private engineering firm to study what we 
owed them. Everybody said we owed the $970,000. We felt there 
was a reasonable expectation to believe that by court action we might 
he able to knock off some of it, and we did knock off $120,000. 

Mr. TrHomas. That is a fine record. You are to be commended. 


Pusnuic Utimrrmes Services 
We will insert at this point in the record page 221, relating to “Pub 
lic utilities services.” 
(The material referred to follows :) 
OPERATING FE xreeENsEs, TPUS 
2. Public utilities services 


Average employment 


| Amount | 


| 
Departmental | Field | 


$62, 500 
+98, SOO 


BR, O00 


HIGHLIGHT 


“As a centralized function for all executive agencies, public utility equipment 
itilization and rate studies are made, contracts negotiated, reviewed, and re- 
newed, and the Government represented as a user of public utilities before Fed 
eral and State regulatory bodies to obtain utilities services at minimum cost. 
Increase for 1957 provides for extension of service to areas not yet covered by 
contracts.” (From the budget for 1957.) 

Operations of this activity are continuous due to ever-changing programs, or 
vanization, stafling, and location of Government agencies served by it; recurring 
requests of public utility companies for changes in rates and rate structures 
Performance cost : 

1955 eh det , : $51, S9O 
1956 : eae as 62, 500 
1957 SX, OOO 
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JUSTIFICATION 


Performance is not susceptible to measurement by years, as work units started 
during 1 year are not necessarily completed during that year. This is a con- 
tinuing program necessitating constant surveillance which generates continuing 
savings. 

Program potentials, performance, and backlog.—There are 106 cities in which 
are located major Government operations. For 87 cities, 37 statewide and local 
telephone contracts are in effect. Remaining 19 cities are yet to be covered by 
areawide telephone contracts. 

In addition to the 37 statewide and local contracts mentioned above, there are 
7 contracts covering extensive areas served by 7 largest independent telephone 
companies. One such contract covers the entire service area of a company oper- 
ating in the States of Arkansas, Louisiana, Oklahoma, Texas, and New Mexico. 

For other utility services there are consolidated contracts for electric, gas, 
or steam in only 28 of the 106 cities. 

During 1955, four rate cases in which GSA participated were decided by the ap- 
propriate regulatory body having jurisdiction. Decisions on these cases resulted 
in establishing rates which will cost the Government $2,257,000 per annum less 
than rates originally proposed by the utility companies involved. Other contract 
negotiations and establishment of contract simplification procedures resulted in 
additional savings of $918,000. 

Program for 1957 proposes increase of 2.9 man-years to actively develop con 
tracts in cities not now covered and achieve potential savings in these areas. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


Personal services and staffing.—$79,000. Increase of three positions over 1956 
to extend contractual coverage to cities not now served. Comparison of positions 
and average employment by year follows: 


Positions 
Average employment 


Other objects.—$9,000 includes: 
(1) $2,200 for 95 travel days at $23, to develop contracts with utility com- 
panies in the field, attend hearings be fore regulatory bodies, ete. 
(2) $300 for equipment for new employees, to be acquired from excess. 
(3) $6,500, or 7.4 percent of estimate, for normal office expenses. 


Mr. Tuomas (reading) : 


There are 106 cities in which are located major Government operations. For 
&7 cities, 37 statewide and local telephone contracts are in effect. The remaining 
19 cities are yet to be covered by areawide telephone contracts. 

This is heat, light, water ? 

Mr. Flypr. And telephone service. For instance, in the State of 
California there are more Federal employees, and a bigger bill, than 
in the District of Columbia for gas and lights and telephone service. 

Mr. Prouurps. California is bigger than the District of Columbia. 

Mr. Hype. It is bigger and it is a much better State, too, of course. 

Mr. Pritirrs. T would not argue the point with you. 

Mr. Tuomas. Let us look at your green sheets on this program. 
You have 1 GS-15 and how many GS-14’s? 

Mr. Hypr. None in 1957. The current tax job at GS-14 is proposed 
at GS-15 in 1957. We surely need some help down there. 

Mr. Trromas. You also have some grade 13’s and 12’s. Are these 
all technical people—engineers, rate people, accountants, and so on? 
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Mr. Hypr. Yes; rate experts, rate analysts. We are desperately 
in need of help. 

Mr. Tomas. How much authority do they have to go to one of the 
agencies not exempted by the act and say, “You are paying too 
much” ¢ 

Mr. Hype. That isa matter of approach. If we go in and say,“ You 
are paying too much,” I would resent that too. But if vou make the 
proper approach 

Mr. Tromas. Here is X agency paying too much to Y for utilities. 
What do you do# What is your approach? You do not have to 
contract for this service ? 

Mr. Hyper. No; but it is a process of education. We started out 
from scratch and were just a baby in 1949 and we are still in short 
pants. It isa matter of educating the other departments of the Gov- 
ernment to take advantage of our specialized service, and this is a 
specialized service. 


PROCEDURE UTILIZED TO EFFECT SAVINGS 


Mr. Tuomas. Will you explain how you can get a cheaper rate 

Mr. Hypr. With reference to lights and gas and telephone, I will 
let Mr. James MacIntosh answer. 

Mr. MacInrosn. We have areawide contracts. The single agen- 
cies do not have to contract. That results in administrative simplifi 
cation and the elimination of paperwork. Where we do not have 
areawide contracts we have a Be ation that requires the agencies to 
come to us. 

Mr. THoomas. How are you going to save some money on the rates? 

Mr. MacInvosn. It is not so much a question of saving money on 
the rates, because we usually take the filed rate. Where we save 
money is through administrative simplification and the elimination 
of paperwork, We also participate in rate hearings. 

Mr. Tuomas. Of course the biggest consumer in the District of Co 
lumbia by all odds is the Federal Government. What does the Gov- 
ernment pay for the current here ¢ 

Mr. MacInrosu. Approximately $8 million. 

Mr. THomas. What is it per kilowatt ? 

Mr. MacInrosu. About a cent and 2 mills. 

Mr. Tuomas. Hlow does that compare with TVA in the surrounding 
territory and Bonneville? 

Mr. MacIntosn. The rates here are higher than in those areas due 
to the preference clauses, 

Mr. THomas. What do the people pay outside the Government in 
the District of Columbia? Does the Government get one rate and the 
uverage consumer another rate? 

Mr. MacInrosn. Yes. The customers are grouped by customer 
classifications. We take service as a high tension customer. The 
average rate for a residential customer is a little over 214 cents. 


SAVINGS IN PUBLIC UTILITIES 


Mr. Hyper. Mr. Chairman, if you will turn to othe 2921 of this 


operating expense, you will see—and we have records to support this 
statement—that we saved $918,000 through contract negotiations and 
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the establishment of contract simplification procedures. That repre 
sents $17 for every dollar we spent in this field. 

Mr. Tuomas. Let us read that whole paragraph : 

During 1955, four rate cases in which GSA participated were decided by the 
appropriate regulatory body having jurisdiction. Decisions on these cases 
resulted in establishing rates which will cost the Government $2,257,000 per 
annum less than rates originally proposed by the utility companies involved. 

Mr. Hype. You are a good lawyer and may question the $2.2 million 
item. Here is the distinction : on lawsuits against insurance companies 
in this country there would not be enough reserves in the companies 
to pay the full amounts sued for. Sunil: arly, the utility companies do 
ask, when they come into the commissions, for an amount in excess of 
what they expect to get. So I do not like to base my case—and I know 
Mr. Phillips is a utility expert and knows what we are talking about- 
primarily on these rate cases. 

Mr. THomas. One of the finest the country has produced. 

Mr. Hype. He knows something about utilities on the west coast. 
They asked for a 14-percent increase out there. We felt they were 
entitled to an increase, but we did not think they were entitled to a 14- 
percent increase. We recommended after the hearing an increase of 
about 5 percent, and that is what they got. 

We prefer to emphasize that we saved $17 for every dollar that we 
spent, through contract negotiations and the establishment of contract 
simplification procedures. 

Mr. Tuomas. That is fine. 


Service ADMINISTRATION 


We come now to Service Administration. We will insert page 223 
in the record at this point. 
(The material referred to follows:) 


OPERATING EXPENSES, TPUS 


3. Service administration 


Average employment 


Amount 


| 
Departmental Field Total 


1956 ae $53, 300 | 5.4 
Change 4 +21, 700 +-2.6 


7.2.2.2 75, 000 | 8.0 


HIGHLIGHT 


“General supervision over all programs assigned to Transportation and Public 
Utilities Service is provided.’ (From the budget for 1957.) 

Supervision is provided in the central office by the Commissioner of Trans- 
portation and Public Utilities and his deputy, assisted by the staff of an ad- 
ministrative officer and in the field by the GSA regional directors. Cost of 
penalty mail for pregrams of the Service is provided. 

Funds available in 1956, derived by transfer from other appropriations, per- 
mitted only limited supervision. Estimate for 1957 provides central office 
supervision at level consistent with other services of GSA. Regional directors 
will continue supervision of field activities. 
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$69, 000 


jeneral supervision 
6,000 


Penalty mail costs 


Total { 7h, 000 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—S$59,100. Distribution of employment 
follows: 


Central office 
Regional offices _. 


Total positions ; 
Average employment 


Other objects.—$15,900, of which $6,000 is for penalty-mail costs Increase 
over 1955 provides for increased program activities. 
The balance of $9,900 includes : 
(1) $3,000 for 120 travel days at $25, for field inspection trips. 
(2) $700 for equipment for new employees, to be acquired from excess 
(3) $3,000 for printing of special management improvement material, 
(4) $3,200, or 4.3 percent of the estimate, for normal office expenses 


Mr. Tuomas. You are requesting $75,000. Is that general supervi- 
sion for all your programs, and you have eight people / 


Mr. Hype. Yes. 


ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. We will insert page 225 in the record at this point. 
(The material referred to follows :) 


OPERATING EXPENSES, TPUS 


,. Administrative operations 
lmount 


1956_..... : $180, 200 
Change--_- ‘ 1.26, 800 


1957 — 7 207, 000 
HIGHLIGH! 


“Financial, administrative, legal, compliance, and information services required 
to support this program are provided by the integrated staff organization of 
yeneral Services Administration. Increase in 1957 reflects increased workload 
due to expansion of program operations.” (From the budget for 1957.) 

Based on workloads which will be generated by transportation and public 
utilities program proposed for 1957, it is estimated that administrative opera- 
tions will cost $207,000 or 14.7 percent of $1.4 million requested for 1957. This 
is a reduction from 15.8 percent ratio for 1956. Estimate is based on lower cost 
ratio for handling increased volume of work. 

Comparatively higher ratio of administrative operations under this appropria- 
tion results from two special situations : 

1. Approximately $32,000 of the cost of legal services is specifically related to 
negotiation of all basic contracts and participation in proceedings before regula- 
tory bodies, both State and Federal, concerning carriers and public utilities. 
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2. Establishment of Transportation and Public Utilities Service also included 
transfer of transportation function as it related to stockpile program from Emer- 
gency Procurement Service. Transportation of strategic materials continues to 
generate especially heavy workloads in voucher examination function. Estimate 
for financial services in 1957 includes approximately $64,000 for this-woerkload. 

Distribution of cost by subactivity follows: 


(a) Financial services : ! | $108, 800 $115, 900 

(6) Administrative services. ...........- 24, 900 28, 800 | 
(c) Legal services. ____- seh toe ae to 29, 900 32, 900 | 
(d) Compliance services ; ; ch hs 2, 500 | 2, 100 | 
(e) Information --_---- Ria dbdowennaae sliaeas 600 | 500 | 


Total cost or estimate___- eens Satie 166, 700 180, 200 
Distribution of cost: 
Departmental a pee eiaeeakats 149, 240 | 157, 800 
Regional a .| 17, 460 22, 400 
Distribution of average employment: 
Departmental ae ‘ me 22. 5 22. 
Regional j 


Total 








Increase of $26,800 reflects— 
(1) Provision for additional workloads in accounting operations gen- 
erated by $270,000 program increase, $15,400. 
2) Balance of increase, $11,400, will provide minimum adequate services 
in all other staff subactivities. 


Workload for principal functions 


(a) Financial services: 
Employees payrolled 
Vouchers processed aS e 45, 600 
(5) Administrative services: 
Personnel employees serviced 186 
Ratio to employees engaged in personnel work 1:233 


Mr. Tuomas. For administrative operations you are requesting 
$207,000, which is an increase of $26,800 over 1956. Mr. Medley, 
could you make that an increase of $800 next year and leave out the 
$26,000 ? 

Mr. Hypr. Do not let him bind me, Mr. Thomas. 
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SALARIES AND EXPENSES, Orrick oF ADMINISTRATOR 


WITNESSES 


W. E. KATON, ASSISTANT COMPTROLLER, ACCOUNTING 
HOWARD GREENBERG, ASSISTANT COMPTROLLER, AUDIT 
ROBERT G. PEEBLES, DIRECTOR OF PERSONNEL 

BARON I. SHACKLETTE, DIRECTOR OF COMPLIANCE 
LEONARD R. LIEF, CHIEF, STAFF ESTIMATES 


Program and financing 
| 1955 actual 1956 estimate | 1057 estimate 


Program by activities: 
Executive direction (total obligations) $356, 103 $378, 000 
Financing: j 
Comparative transfers from other accounts —356, 103 | —378, 000 


Appropriation 


Obligations by objects 
Object classification 1955 actual | 1956 estimate 


‘Total number of permanent positions 43 
Average number of all employees 41 
Number of employees at end of year 40 


Averages salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


$7, 778 
GS-9.6 


Personal services: 
Permanent positions $343, 276 
Positions other than permanent 1, 400 
Regular pay above 52-week base | : 1,324 
Payment above basic rates 2, 3, 100 


Total personal services 327, 349, 100 
Travel t 11, 000 
Transportation of things. - 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities- - 
Taxes and assessments 


8, 300 


1, 100 
6, 500 

200 
1, 800 


Total obligations __-- ; ma ae 356, 378, 000 


Budget authorizations, ewpenditures and balances 


1955 actual | 1956 estimate | 1957 estim 


| 
' 

BUDGET AUTHORIZATIONS AVAILABLE | | 
| 


Appropriation - - - | 


EXPENDITURES AND BALANCES 


Total expenditures (out of current authorizations) 
Obligated balance carried forward 


Total expenditures and balances. _- 
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Mr. TrHomas. We come to “Salaries and expenses, Office of Admin 
istrator.” We will insert page 286 in the record at this point. 
(The material referred to follows :) 


SALARIES AND EXPENSES, OFFICE OF ADMINISTRATOR 
Amount 


1956___- Jibei 39 20.205 St Ist sea a) Gee OOD 
Change ee 


1957 __- a ~ 895, 000 


GENERAL STATEMENT 


“Policy direction and coordination of all programs of the Administration are 
provided by the Administrator and regional directors. Previously these func- 
tions were provided for as part of the appropriation ‘Administrative operations,’ 
Increase for 1957 provides for reestablishing the Office of Deputy Administrator.” 
(From the budget for 1957.) 

This appropriation is new in 1957. It provides independent financing of 
executive direction previously financed under appropriation “Administrative 
operations.” 

entire staff assists the Administrator with particular emphasis on (1) co 
ordination of all major GSA programs, (2) liaison with various agencies of 
Government and commercial enterprises, (3) specialized review of major con 
troversial transactions, and (4) performance of top-policy assignments, 

Increase in 1957 provides for reestablishment of Office of Deputy Adminis 
trator. 


1956 


Central office: 
Administrator and immediate stalff_ - , &5Y $77, 700 
Board of Review , 597 55, 000 
Administrative office 2, 247 | 48, 300 
Subtotal_.___. , 703 | 181, 000 198, 
Regional offices: Regional directors’ offices , 400 | 197, 000 197, 


Total cost or estimate. 3, 103 378, 000 | 395, 000 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personnel services and staffing.—$364,800 provides for average employment of 
45 in 1957, compared to 43.2 in 1956. Increase of 1.8 provides staffing of Office 
of Lbeputy Administrator, offset by elimination of certain temporary employment. 


Distribution of employment 


1955 1956 1957 
} 


Posi- | Man- Posi- Man 


Posi- | Man- 
tions | years tions | years tions year 


Central office: 
Administrator and immediate staff 
Board of Review 
Administrative Office 


Subtotal 
Regional offices: Regional directors’ offices 


Total 
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Other objects.— $30,200 provides $11,300 for 452 travel days at average of $25, 
distributed $3,800 to central office and 750 each to the 10 regions. Balance of 
18,900 is for normal office expenses. 


APPROPRIATION LANGUAGE 


“Salarics and expenses, Office of Administrator: For expenses of executive 
direction for activities under the control of the General Services Administration, 
ncluding not to exceed $11,300 for expenses of travel, and not to exceed $250 for 
purchase of newspapers and periodicals ; $395,000.” 

Mr. Tuomas. This covers “Policy direction and coordination of all 
programs of the Administration by the Administrator and regional 
directors.” This is by virtue of the new language, is the correct 

Mr. Meptey. That will be a separate item, yes. 

Mr. Tuomas (reading) : 

Previously these functions were provided for as part of the appropriation 
“Administrative operations.” 

Your justifications state : 

Entire staff assists the Administrator with particular emphasis on (1) coordli- 
nation of all major GSA programs, (2) liaison with various agencies of Govern- 
ment and commercial enterprises, (3) specialized review of major controversial 
transactions, and (4) performance of top policy assignments. 

This is the Administrator’s office ¢ 

Mr. Meptey. That is right. 


GENERAL PROVISIONS 


Mr. Tuomas. We will insert page 290 in the record at this point. 


(The material referred to follows :) 
GENERAL PROVISIONS (FOR GSA) 
APPROPRIATION LANGUAGE 


“The appropriate [foregoing] appropriation or fund available to the General 
Services Administration shall be credited with (1) cost of operation, protection, 
maintenance, upkeep, [and] repair, and improvements, included as part of rentals 
received from Government corporations pursuant to law (40 U. 8. C. 129); (2) 
reimbursements for services performed in respect to bonds and other obligations 
under the jurisdiction of the General Services Administration, issued by public 
iuthorities, States, or other public bodies, and such services in respect to such 
honds or obligations as the Administrator deems necessary and in the public 
interest may, upon the request and at the expense of the issuing agencies, be 
provided from the appropriate foregoing appropriation; and (8) appropriations 
or funds available to other agencies, and transferred to the General Services 
Administration, in connection with property transferred to the General Services 
Administration pursuant to the Act of July 2, 1948 (50 U. S. C. 451 ff) and such 
appropriations or funds may, with the approval of the Bureau of the Budget, be 
so transferred.” 


Haeplanation of changes 

As costs referred to in (1) are initially charged to the buildings management 
fund which is not an appropriation per se, it is proposed to broaden the language 
to cover this discrepancy by deleting “foregoing” and adding ‘or fund available’. 
\s costs arise out of “operation, protection * * * and improvement” of space in 
addition to “maintenance, upkeep and repair’, language has been broadened to 


cover the full operation. 


“Not to exceed 5 per centum of any appropriation made available to the General 
Services Administration for the current fiscal year by this Act may be transferred 
to any other such appropriation, but no such appropriation shall be thereby in- 
creased more than 5 per centum.” 
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Explanation of changes 

This new paragraph is proposed to give the Administrator a small degree of 
flexibility in administering funds appropriated in the annual act. GSA is re- 
sponsible for providing many services to other agencies, the exact extent of which 
cannot always be accurately foretold more than a year in advance. Proposed 
minor fiexibility will provide some aid in meeting minor changes in workload 
and will help to keep workload and financing in balance. Vesting this authority 
in the Administrator is consistent with centralization in him of responsibility for 
control of all funds made available to GSA. 


Mr. Tuomas. One of the provisions provides: 


Not to exceed 5 percent of any appropriation made available to the General 
Services Administration for the current fiscal year by this act may be transferred 
to any other such appropriation, but no such appropriation shall be thereby in- 
creased more than 5 percent. 

Why do vou want this language ? 

Mr. Mansure. The reason for that is to provide for flexibility. In 
an operation as large as GSA it is impossible to foresee our require- 
ments over 18 months in advance, as is necessary in budget estimates, 
because of unpredictable demands on us by other de vartments of Gov- 
ernment for services. We feel there can be a considerable overall im- 
provement if we have a little flexibility. We might be able to save 
funds in one of our services while we will need the funds for another 
service. 


CoNnsOLIDATED ADMINISTRATIVE OPERATIONS OF GSA 


Gperenens and any 


1955 actual | 195 bacilli 4a 1957 estimate 
| 


} 
Operations by activities: | 
1. Financial services AAP TIS $6, 251,953 | $7, 361, 500 $7, 945, 800 
2 Administra itive services se a) eae SS | 333, 788 2, 543, 200 2.744, 500 
3. Legal services 74, 775 838, 000 R38, ROK) 
4 Compliance services =* aaa pan eee 381, 77: 33 | 457, 900 | 475, 100 
5. Information services rs 46, 291 50, 900 59, 300 
6. Business service centers ), 590 80, 800 91, 000 


I | 


Financing: Advances and reimbursements— 
Included in limitation 7, 703, 433 sil, 100 9, 745, 300 
Excluded from limitation 2, 155, 737 2, 409, 200 


9, 859, 170 11, 332, 300 12, 154, 500 
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ree of Obligations by objects 


is re. 
which Object classification 1955 actual 19% estimate | 1957 estimate 
posed a le at 
‘kload 
horitv lotal number of permanent positions , 921 
Ity Full-time equivalent of all other positions 4 


RA] 


ty for Average number of all employees 
919 


Number of employees at end of year 


Average salaries and grades 
General schedule grades 


Average salary $4, 
neral Average grade a as 
Prred 
yy in- Personal services 
5 Permanent positions $8, 900, 914 $10, 224, 772 $10, 830 
Positions other than permanent (4, 52% 24, 637 f 
Regular pay above 52-week base. 7 34, 40, 730 
Payment above basic rates 71, 775 24, 761 12 
- In Total personal services ; 9, O80, 10, 314, 900 10, 850 
lre- Travel 97, 374 72, 800 198, 
Transportation of things 2 ‘ 9, 207 7, 300 i 
ites, { Communication services 163, 440 186, 900 194 
TOV- Rents and utility services 133, 058 195, 500 332, 71 
bs Printing and reproduction 141, 386 162, 100 236, 5 
1m- 7 Other contractual services 81, 026 98, 100 RX 
cae Services performed by other agencies 32, 229 40), 000 3u 
SAVE Supplies and materials 67, 407 87, 80) as 
ther Equipment : 39, 538 81, 900 104, 
: 3 Refunds, awards, and indemnities_ -- 2, 032 2, 900 l 
5 ‘Taxes and assessments-. ; <i : 11, 854 12, 100 s 


Total obligations 9, 859, 170 11, 332, 300 


Budget authorizations, expenditures and balances 


mate | 1955 actual | 1956 estimate | 1957 estim: 


5, 800 BUDGET AUTHORIZATIONS AVAILABLE 

), 

» 500 Advances and reimbursements (funds provided by opera- 

n AD) tions) 

. 100 

a EXPENDITURES AND BALANCES 

11, 454, 500 
700, 000 


50 Funds applied to operations 
ie Obligated balance carried forward 


Total expenditures and balances 12, 154, 500 


EFFECT ON BUDGET EXPENDITURES 
Funds applied to operations 


11, 45 
Funds provided by operations 12,1 


9 


4, 500 
4, 500 


, 
o 





Net effect on budget expenditures out of receipts and 


balances of the fund 700, 000 


Mr. THomas. We will insert pages 291 and 292 in the record at this 
point, dealing with the new administrative operations fund of GS.A. 
(The material referred to follows:) 


ADMINISTRATIVE OPERATIONS FUND 
GENERAL STATEMENT 


“It is proposed to create a new consolidated administrative operations fund 
under which all sums available to GSA for administrative operations may be 
expended and accounted for as a whole. The various appropriations and funds 
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benefiting will pay their share of the obligations incurred. Total sums available 
and their sources, including comparative data for 1955 and 1956, are: 


** 1955 actual | 1056 estimate 1957 estimat 


Included in limitation 

Operating expenses, Public Buildings Service $2, 790, 406 $3, 092, 900 $3 
Repair, improvement, and equipment 30, 789 375, 100 
Sites and planning 41,652 o8, OOO 
Operating expenses, Federal Supply Service 369, 679 22, 800 
Expenses, general supply fund 2, 590, 238 e , 200 3, OO) 
Operating expenses, National Archives and Records 

Service 320, 000 300 O00 
Operating expenses, Transportation and Public Utility 

Service , 700 | 200 Wn 
Strategic and critical materials . , 232 : 300 , 375, 000 
Administrative expenses, abaca fiber program. 58, 737 | 13, 300 5, SOK 


Total included in limitation 7 . 433 | ., , 100 9, 745, 300 


‘luded from limitation 
Expansion of defense production : : 000 | 
Construction services | 500 
Advances and reimbursements, personal property activi 
ties (Federal Civil Defense Administration program) 0, | 20, 500 | 
Administrative expenses, foreign aid procurements 3, 000 
Other advances and reimbursements (from accounts not 
shown in this chapter) —.. | 543, 200 


Total exeluded from limitation. - 2. a7 | 2, 521, 200 


Grand total sd 9, 70 | 11, 332, 300 


“The budget for the General Services Administration contemplates substantial 
increases in many programs, particularly (a) repair, alteration, and air condi- 
tioning of Government buildings and (0) expanded volume of business in supply 
ing common-use items to Government agencies through the general supply fund. 
This program expansion will require some increases in administrative expenses 
for necessary accounting, budget, legal, administrative, and compliance services. 
In addition, it is proposed to increase the internal audit staff.” (From the budget 
for 1957.) 

The monetary limitations in the language for 1957 are totals of amounts for 
administrative operations, including travel, which are included in budget esti- 
mates for each appropriation item proposed for inclusion in the annual appropri- 
ation act. Amounts included in the limitation are set forth in upper portion 
of foregoing table. Travel limitation is composed of amounts included in these 
items for “02 Travel,” as follows: 

Portion included 

Appropriation title for travel 

Operating expenses, PBS ane peek stu GR S0 
Repair, improvement, and equipment z “ zee 4, 000 
Sites and planning aac J ‘ 1, 800 
Operating expenses, FSS___- eee ‘ 7, 300 
Expenses, general supply fund___- de a és 35, TOO 
8 | a : aes , 5, 700 
Expenses, TPUS__. ; a ; - 8, 100 
Strategic and critical materials___ La i o . ba Lee 27, 300 
Abaca fiber program__--______- a ere Knbspectebgchiay 400 


.. 137, 700 


In addition to items under limitations, deposits will be made from other sources 
not provided directly for GSA in the annual act. Programs for 1957 from these 
sources are not sufficiently defined to develop estimates of administrative opera- 
tions. Some may be discontinued or new programs added. However, to present 
a complete picture, amounts for 1957 are based on continuation of 1956 program 
levels but are subject to change. 


NO ood ice bE cee eee Shaki i steal ae aa 





lable 


148, 000) 
520, O00 
141, (ny 
178, (h 
144, (Kn 


877, (WK) 


7, OOK 


75, O00 


26, 000 
65, 500 


itial 
ndi- 
yply 

und. 
nses 
ices. 


lget 
for 


sti 
pri 
tion 
lese 


ded 


400 
OOO 
R00 
300 
700 
TOO 
100 
300 
100) 


100 


Pes 
ge 
ra- 
nt 
im 


943 


APPROPRIATION LANGUAGE 


“Administrative operations fund: Funds available to General Services Admin 
stration for administrative operations, in support of program activities, shall 
he expended and accounted for, as a whole, through a single fund, which is hereby 
authorized: Provided, That costs and obligations for such administrative opera 
tions for the respective program activities shall be accounted for in accordance 
cith systems approved by the General Accounting Office: Provided further, That 
the total amount deposited into said account for the fiscal year 1957 from funds 
made available to General Services Administration in this Act shall not exceed 
$9,745,800, of which not to exceed $137,700 may be used for travel expenses: 
Provided further, That amounts deposited into said account for administrative 
operations for each program shall not erceed the amounts trceluded in the 
respective program appropriations for such purposes.” 


SUMMARY OF ADMINISTRATIVE OPERATIONS FUND 


Mr. Tromas. On page 293 you summarize all of the money that will 
be deposited in the new administrative operations fund. Put page 
293 in the record at this point. 

(P. 293 is as follows:) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS OF GSA 


Administrative operations in these estimates include all financial, adminis 
trative, legal, compliance, and information services necessary to support operat 
ing programs. ‘These services are performed by integrated staff organizations 
of GSA in the central office and field offices. In 1957 they will be financed 
through deposits to the administrative operations fund from the respective 
program appropriations in proportion to workload generated by each as contained 
in budget estimates. 

Total funds available to GSA for this purpose from all sources in 1955, esti 
mated to date for 1956 and requested or estimated for 1957, are summurized 


below. 


Appropriations 

Operating expenses, PBS 

Repair, improvement, and equipment 30, 780 75, 100 
Sites and planning 11,652 000 
Operating expenses, FSS 269, 679 9 iM) 
Expenses, GSF 2, 500, 238 2,745, 200 
Operating expenses, NARS 321), OOO 

Operating expenses, TPUS 166. 700 aM) 
Strategie and critical materials 326, 232 OM 
Abaca fiber program 737 


$2, 790, 406 $3, 002, 900 


yt) 


58, 737 63, 304 
Subtotal 7, 703, 433 1M) 


Allocations and reimbursement 
Expansion of defense production , 805, 33% 19, OOF 
Construction services 143 A, Sr 
FCDA warehousing program 
Administrative expense, foreign tid procurement 73. OOO 
Other advances and reimbursements 0 543, 200 | 


An 


Subtotal 


Total consolidated administrative operation 


! Based on continuation of 1956 program levels 


50—56—pt. 1——-60 
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The table which follows sets forth a breakdown of the foregoing subdivided 
by activity. Following the summary table are brief descriptions of each con- 
solidated function and subfunction and distribution of financing by source of 
funds covering all employment to be paid through the administrative operations 
fund. 


Mr. Tuomas. You state that: 


Administrative operations in these estimates include all financial, administra- 
tive, legal, compliance, and information services necessary to support operating 
programs. These services are performed by integrated staff organizations of 
GSA in the central office and field offices. In 1957 they will be financed through 
deposits to the administrative operations fund from the respective program 
appropriations in proportion to workload generated by each as contained in budget 
estimates. 

ADMINISTRATIVE OPERATIONS FUND BY ACTIVITY 


Then you say: 


The table which follows sets forth a breakdown of the foregoing subdivided 
by activity. Following the summary table are brief descriptions of each con- 
solidated function and subfunction and distribution of financing by source of 
funds covering all employment to be paid through “Administrative operations 
fund.” 


We will insert page 294 in the record at this point. 
(The material referred to follows:) 
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Mr. Tuomas. Let us look at this fund. It jumped in total from 
$11,332,300 in 1956 to $12,154,500 for 1957. How much of that is for 
increase in salary 4 

Mr. Mepiey. Mr. Chairman, there are many things involved in 
that increase. There is expansion in most of the operating programs 
which require increases in administrative operations support such as 
accounting, personnel, audit, and so forth. 

Mr. Tuomas. Accounting is the big item there. Why is the work 
load in accounting increasing ? 

Mr. Meputey. For one thing the workload in the supply program is 
increasing tremendously. 

Mr. Tuomas. That is the big item. It is falling off in the others? 
Mr. Mepiey. No. In the “Repair, improvement, and equipment’ 
item we have the new air-conditioning program. There will be a lot 

of contracts there. 

Mr. Tomas. Public buildings and what else ? 

Mr. Meptry. Public buildings, store sales. 

Mr. Tomas. How many additional entry items? 

Mr. Mepey. 205,000. 

Mr. THomas. That is $2 per entry. 

Mr. Meptey. No. That includes 1,225 additional payroll units, 
80,000 additional vouchers to be examined, and the 205,000 additional 
entry items. 


JUSTIFICATION DATA ON ADMINISTRATIVE OPERATIONS FUND 


Mr. TrHomas. Insert in the record pages 295 and the top of 296, 316 


and the top of 317, 328, 333, 336, and 338. 
(The material referred to follows :) 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


1. Financial services 


Average 


Amount 
employees 


$7, 561, 500 
Change b5*4, 300 


1957 7, 045, 800 


HIGHLIGHT 


Planning, direction, and performance of all financial services of GSA is pro 
vided under this activity. Financial services include (1) formulation and ad 
ministration of budgetary programs; (2) fund, cost, property accounting, and 
related reports; accountability of property custodians; extension of credit; 
establishment of insurance standards; determination of financial responsibility 
of all contractors ; expenditures and collection of funds; conduct of audits; and 
(3) participation in governmentwide property accounting improvement program 
and assisting other executive agencies in the development and installation of 
property accounting systems. 

Financial services are performed in central office through 7 subactivities with 
operations of 4 extending to each of 10 regional offices under supervision of 
regional comptrollers, 
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Distribution by subactivity 


1955 


Man- Amount Man- 


years | | years Amount 


Amount 


(a) General supervision ! | $205, 253 26.6 | $220, 500 | 7 $220, 400 | 
(6) Budget ! J 582, 633 90. 2 | 681, 500 | 680, 800 
(c) Accounting !._____. | 4, 537, 393 936.2 | 5,064,600 | 969.9 5,389,400 


240, 211 25. é 258, 400 5 272, 000 

151, 952 22 182, 400 24. 182, 300 
4, 145, 230 3.9 | 4,623, 800 8. 4, 935, 100 
sg | en : hog 


(1) Accounting systems 
(2) Accounting reports 
(3) Accounting operations ! 


| 
| 
| 
| 


(d@) External property accounting 44, 162 8 72, 300 ! 90, 200 
(e) Real property inventory | 51, 924 ; 60, 000 } 80, 700 
(f) Audit_. | 546, 566 3 907, 500 3.3 1, 134, 000 
(g) Credit and finance !__. | 284, 022 ; 355, 100 | y 350, 300 


Total | 6, 251, 953 78.4 | 7,361,500 | 7, 945, 800 
Distribution by location: 
Departmental ---| 2,769, 213 3, 466, 800 { 3, 633, 000 

Regional... ; Se 3, 482, 740 ‘ 3, 894, 700 | 4,312,800 











1 Components with regional counterparts. 


Net increase of 584,300 over 1956 reflects items listed below, offset by savings 
in other functions: 

(1) Additional workload in accounting generated by increases in GSF, 
R. I. & E., and basic operating programs, and minimum adequate accounting 
services for GSA program operations which approximate $1.5 billion annually, 
$324,900. Only through extensive utilization of electric accounting machine 
equipment can these services be provided within the estimate for this function. 

(2) Performance of internal audit function as it relates to basic operating 
programs of GSA at cost of $137,500 which was suspended due to reductions in 
recent appropriations; increase of internal audit of stockpile program, $24,600; 
and more effective appraisal of performance under private contracts which relate 
to all programs of GSA, $64,400. 

(3) Increased emphasis on external property accounting program, $17,900. 

(4) Expanded coverage of real property inventory to include properties leased 
by Federal Government, $20,700. 


Source of funds 


Appropriations | 
Operating expenses, PBS $1,625,277 | $1, 788, 500 | $2, 030, 500 
Repair, improvement, and equipment 15, 252 233, 800 | 322, 800 
Sites and planning 91 | 91, 700 | a1, 700 
Operating expenses, FSS | 218, 462 251, 400 | 280, 500 
Expenses, general supply fund 1, 749, 372 1, 981, 100 2, 249, 200 
Operating expenses, NARS 154, 400 162, 900 | 166, 600 
Operating expenses, TPUS 108, 800 115, 900 131, 900 
Strategic and critical materials 872, 221 940, 300 923, 900 
Administration expenses, abaca fiber program 39, 843 47, 200 | 39, 500 


Subtotal. __- ‘ | 4, 783, 718 5, 612, 800 6, 236, 600 


Allocations and reimbursements 
Expansion of defense production ‘ | 954, 890 | 1, 215, 500 1, 176, 000 
Construction services 64, 412 75, 900 75, 900 
FCDA warehousing program 9, 965 12, 200 12, 200 
Administration expenses, foreign aid procurements — “ ' 140, 200 140, 200 
Other advances and reimbursements ; 438, 968 304, 900 304, 900 


NOOR. occ cere dues , 1, 468, 235 1, 748, 700 1, 709, 200 


6, 251, 953 | 7, 361, 500 | 7, 945, 800 
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CONSOLIDATED ADMINISTRATIVE OPERATIONS 
2. Administrative services 


A verage 


d ount 
Amou employees 


$2, 543, 200 | 426. 1 
Change +201, 300 | {2.5 


ie pe 2, 744, 500 | 


| 


HIGHLIGHT! 


Planning, direction, and coordination of all administrative management ac 
tivities is provided under this activity. Administrative services include (1) 
development and review of organization and operating procedures; (2) de 
velopment and control of statistical and reporting systems; (3) conduct of 
u personnel management program; (4) performance of internal office services ; 
(5) administration of internal GSA records program; and (6) disposal of GSA 
owned surplus property. 

Administrative services are performed in the central office through 
tivities with operations of 4 extending to each of 10 regional offices. 


5 subac 


Distribution by subactivity 


| 
| 
1955 


Amount Man- | Amount M aa Amount 
years years 


a) General supervision ! $199, 509 | 23.4 $209 24.0 $225, 300 
(4) Personnel ! 906 158. 6 62 160.7 1, 060, 700 
(c) Organization and methods ! 23 i 39. 4 | 344, : 45.2 341, 100 
(d) Research and statistics 3, 86% 9.3 81, 9.6 87, 800 
(e) Administration facilities ! 869, 75! 181.4 046, 186 , 029, 600 
412.1 2, 543, 426, 2, 744, 500 


| 


Total ‘ 
Distribution by location 
Departmental 140.5 990, 144 
Regional Best dnobe es 1, 420, 807 271.6 | 1,582, 281 
| 





1 Components with regional counterparts. 


Net increase of $201,300 over 1956 reflects items listed below offset by savings 
in other functions: 

(1) Restoration of services in areas of training, classification, and employee 
relations, and establishing level of personnel services at ratio of 1 to 158 com 
pared to limitation of 1 to 135 in section 107, Independent Offices Appropriations 
Act, 1955—$98,550. 

(2) Additional office services to support increase in GSA employment, and 
to aecelerate internal records management program and disposal of GSA-owned 
surplus property—$83,100. 

(3) Restoration of position of Deputy Director of Management in central office 
and more adequate general supervision of the management functions in regional 
offices $16,200. 

(4) Minimum adequate staffing of research and statistics function in central 
office—$6,550. 
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Source of funds 


1956 


Appropriations: 
Operating expenses, PBS : $892, 101 $1, 014, 200 | $1, 103, 601 
Repair, improvement and equipment. 15, 537 84, 400 120, 300 
Sites and planning. : 14, 200 14, 200 
Operating expenses, FSS | 68, 217 90, 200 108, 500 
Expenses, general supply fund _- 602, 784 | 542, 400 625, 200 
Operating expenses, NARS 141, 300 174, 200 | 187, 60 
Operating expenses, TPUS 2 ? 24,900 | 28, 800 34, 200 
Strategie and critical materials 210, 090 | 208, 300 | 195, 600 
Administration expense, abaca fiber program | 3, 573 | 3, 900 4, 000 


Subtotal ea , 958, 502 | 2, 160, 600 2, 393, 200 
Allocations and reimbursements: 
Expansion of defense production See ty 77, 437 | 86, 300 | 71, 000 
Construction services ae 49, 898 53, 200 | 53, 200 
FCDA warehousing program 8, 300 8, 300 
Administration expense, foreign aid procurements. . iad | 17, 800 17, 800 
Other advances and reimbursements... 247, 951 217, 000 201, 000 


Subtotal. i 375, 286 382, 600 | 351, 300 


Total ee ee aan a 2,333,788 | 2, 543, 200 2, 744, 500 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 


3. Legal services 


Amount 


Average 
employees 


1956. . i $838, 000 | 107. 
Change....... ; < : ; lake } 2.4 


1957 _.- 


HIGHLIGHT 


Direction, supervision, and performance of all legal activities is provided, in- 
cluding legal counsel to Administrator and all service and staff officials. Legal 
services, under direction of General Counsel, are performed in central office 
through 5 subactivities, with field services provided under 10 regional counsels. 
Legal services required in support of programs of GSA differ for each major pro- 
gram area as reflected by the organizational pattern and as described below. 


Distribution by subactivity 


1956 1957 


M: Man- Man- 
Amount years years Amount years 


General supervision $52, 
Real property services 229, 
Personal property services 175, 2 158, 100 
Emergency procurement serv- 

ices 215, 30. 6 230, 900 
Other legal services 91, 12. 120), 200 


Total : i ,@i0 838, 000 
Distribution by location 


Departmental i 505, ‘ 571, 600 
Regional ; 258, 266, 400 
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Estimate for 1957 reflects staffing adjustments between central office and re- 
gional offices to support additional workloads generated by GSF and R. I. and E 
programs. 
Source of funds 
13, 60 
20, 300 
14, 200 


Appropriations: 
Operating expenses, PBS 
Repair, improvement and equipment 


4, 000) Sites and planning ; 
Operating expenses, FSS . 
3, 200 Expenses, genera! supply fund 
Operating expenses, NARS_.- 
Operating expenses, TPUS 
'1, 000 Strategic and critical materials 
3, 200 Administration expenses, abaca fiber program 


8, 300 

7, 800 Subtotal 

1, 000 
cations and reimbursements 

1, 300 Expansion of defense production. 

= Construction services. . - iin 

4, 500 { Administrative expenses, foreign aid procurements 
Other advances and reimbursements 


Subtotal 


Tota). .:.- 





CONSOLIDATED ADMINISTRATIVE OPERATIONS 


4. Compliance services 
Amount 
$457,900 
diana Tae 


HIGHLIGHT 


A preventive-deterrent program to diminish incidence of fraud and related 
irregularities with respect to all programs of GSA is provided, including detec- 
tion and control to point of ultimate prosecution, disciplinary, or corrective 
action, of all internal and external criminal and administrative violations, which 
includes performance of all necessary investigative functions and establishment 
and enforcement of a comprehensive security program. In addition, a detective 
staff carries on a program of crime detection in Government buildings in the 
Washington metropolitan area. 


Distribution by subactivity 





i 


| 1955 


Man- 
years 


Amount Amount Amount 


(a) Personnel security program $75, 070 $57, 200 $50, 600 
(>) Security surveys os 23, 900 ; 15, 400 ‘ 15, 400 
(c) Compliance investigations 244, 803 32 329, 600 | 342, 900 
(d) Crime detection program 38, 000 55, 700 v8 66, 200 


457, 900 59.7 | 175, 100 


Increase in 1957 provides for disposing of backlog in compliance investiga- 
tions and additional cases generated by expanded GSF program; and for 
greater attention to crime detection program. 
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Source of fu nds 


Appropriations 
Operating expenses, Public Buildings Service 76, 000 | 
Repair, improvement, and equipment , 500 | 
Operating expenses, Federal Supply Service ‘ ; 8, 000 | 
Expenses, general supply fund 35, , 700 
Operating expenses 
NARS . 3, 2, 300 
TPUS i . 2: 2, 100 
Strategic and critical materials ___- 39, 32, 200 


Subtotal ~ ‘ , 800 
Allocations and reimbursements: 


Expansion of defense production : , 51, 100 | 
Administrative expenses, foreign aid procurements , 000 


Other advances and reimbursements ‘ . 3 | 4, 000 E 


Subtotal ; - 5, 32, 100 


Total : : pinata . 381, 77: 457, 900 


CONSOLIDATED ADMINISTRATIVE OPERATIONS 
5. Information 


1956 _ 
Change 


HIGHLIGHT 


150, 090 


475, 100 


Amount 
$50, 900 
+8, 400 


59, 300 


Data which will assist the business public, such as trade, manufacturing, and 
industry groups in transacting business with GSA is developed, coordinated on 


an agencywide basis, and disseminated by a small central office staff. 
is to aid private business and the public and to enable Administrat 
charge its responsibilities under Federal Property Act. 


Departmental : 
1955 : 
Amount 
Man-years 
1956 : 
Amount 
Man-years 
1957 : 
Amount 
Man-years 


JUSTIFICATION 


Objective 
ion to dis- 


A small staff in central office acts as clearinghouse for disseminating infor- 
mation which relates to GSA programs and activities. Increase in 1957 provides 


for additional position to support real property disposal programs. 


Source of funds 


Appropriations: 
Operating expenses: 
PBS... scotia 7 : ‘ ois $33, 366 | $32, 600 
FSS eae ‘ be iis 1, 500 | 1, 400 
AO ae ; ‘ af 1, 200 | 1, 100 
TPUS = a 600 | 500 
Strategic and critical materials __ 9, 625 | 10, 800 


Subtotal. -- 3 ‘ 46, 291 | 
Allocations and reimbursements: Construction services_ anode jonkoe 4, 500 


46, 400 | 


$40, 000 

1, 800 

1, 400 

800 

10, 800 

54, 800 
4, 500 





WRN oe ae aaah ; | 46, 291 | 50, 900 | 


59, 300 





150, 0" 


475, 100 


punt 
0, 900 
8, 400 


3, 300 


, and 
d on 
ctive 


0, 000 
1, 800 
1, 400 

800 
0, 800 
4, 800 
4, 500 


9, 300 
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CONSOLIDATED ADMINISTRATIVE OPERATIONS 


6. Business service centers 
tmount 
hob ; SSO, SOO 


Change. _- 10, 200 
17 91, 000 
HIGHLIGHT 


A Business service center in each regional office provides “one-stop service” 
for businessmen. It enables them to secure in one place facts on which all 
Government agencies are buying, “bid” data, forms, addresses, and advice on 
the Government’s procurement machinery. 

Performance cost: 
WO5 SSO. 5) 
1956 SO, S00 
1957 91, 000 


Amount Man-years | Amount Man-years Amount Man-vear 


Distribution by location: 
Departmental , 725 5, $8, 500 
Regional 75, 865 ( 75, &.6 &2, 500 


Total 5 ), ‘ 91, 000 


JUSTIFICATION 


Business service centers act as reception points for all persons seeking bid, 
contract award, or other procurement information and coordinates all contract 
information with GSA officials or other agencies. 

A director, business service center for each region, except region 3, and a position 
in central office to administer this function is financed under this subactivity. 
Essential clerical assistance is provided by detail of employees from program 
activities which generate the workload. 

During 1955, centers answered approximately 331,000 inquiries including written 
communication, telephone calls and personal visits; issued 403,000 specifications 
of which 63 percent were sold for about $31,000; and announced approximately 
6,500 invitations to bid, generating 95,000 bids which were safeguarded, opened, 
abstracted, and tabulated in the centers. Workloads are expected to hold firm 
or increase slightly in 1956 and 1957. 

Estimate for 1957 is based on cost for 10 employees currently performing this 
function, including essential travel requirements. 

Source of funds 

Total cost under this item, being supervision, is met from “Expenses, general 
supply fund” appropriation since large percentage of work related to GSF pro 
curement. ‘ 

RECORDS MANAGEMENT SURVEYS 


Mr. Puitiies. I think this matter may have been covered, Mr. 
Chairman, but I am very much interested myself because of previous 
experience in my own career in this matter of saving in the survey of 
the Government records. I would like to ask whether or not the results 
seem to be satisfactory and in which of the agencies we have had the 
best. results in the way of savings and where we should direct our atten 
tion now. I do not want a long answer but just bring me up to date on 
It. 


Mr. Mansure. That is a very good question. The results have been 
highly satisfactory. Answering the lirst part of your question, I would 
say in Post Office, Veterans’ Administration, Interstate Commerce 
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Commission, Bureau of Indian Affairs, Railroad Retirement, and 
Civil Service. 

We were turned down by Immigration originally. I do not know if 
they still want us to come back or not. We think there is a definite 
saving to be made there. 

Mr. Meptey. I think Dr. Grover testified this money would cover 
4 or 5 contracts and all of it would not be available to 1 contractor. 
Within those 4 or 5 contracts we would probably make a selection 
from the following 9 different groups of agencies. 

(1) Agric ‘ultural lending agencies; (2 ) housing lending agenc ies: 
(3) proe urement and contracting agencies; (4) medical activities ; (5) 
regulatory agencies; (6) Department of oneal except the lend- 
ing agencies; (7) Department of Commerce; (8) Department of the 
Interior; and (9) the Immigration and Naturalization Service. 

Mr. een: Is that supposed to be a priority list; should they be 
taken in that order ? 

Mr. Meptey. Not necessarily; no, sir; but the most fertile fields 
would be in that group. 

Mr. Puiuirs. Let me ask you this: The surveys have been satis- 
factory and the firms that have been employed on them have per- 
formed satisfactorily ? 

Mr. Mansure. Very well. They paid their way. 

Mr. Meptery. Potential savings of about $18 million are estimated 
based on contractor’s major recommendations as of September 30, 
1955, most of which would recur each year. Actual savings reported 
to date total over $4 million, which include $357,000 in personnel and 
space and equipment having a replacement value of $3,775,000, 

Mr, Mansure. And we paid $300,000 for the service, so that is a 
pretty good return on the investment. 


DIFFICULTIES IN FILLING CERTAIN POSITIONS 


Mr. Puitures. This subcommittee also has the budget for the Civil 
Service Commission and sometimes we raise questions. ourselves about 
the decisions of the Civil Service Commission, and especially their 
methods of writing job descriptions, but I heard a new one the other 
day and I think it was your agency, Mr. Mansure, that tried to hire a 
very experienced man in one of the Southern States, 

Mr. Mansure. Perhaps you refer to a situation in Atlanta. 

Mr. Priurps. A very experienced man, and the Civil Service Com- 
mission said he was not qualified ; is that correct ? 

Mr. Mansvre. They said that replacement of our regional pee sti 
should be looked for on the civil-service rolls. We wanted to hire 
man who had been mandatorily retired after 30 years of service at the 
age of 56. He had been general manager of the Moey southern opera- 
tions whose business ran about $60 million last year in 12 stores in 
the Southeast. He was not on the civil-service esidhis. I will ask 
Mr. Cleary to explain that. 

Mr. CLeary. We went through everybody on the rolls and those who 
were on the rolls were not qu: alified. 

Mr. Puirtrs. Would it not have been a little difficult to find anyone 
with this equivalent experience and background ? 

Mr. Mansvre. It would have been impossible. 
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Mr. Puuturps. How much did he receive in his private employment ‘ 

Mr. Manscre. | think it was $25,000 a year at the time of his 
retirement. 

Mr. Puuairs. And what does a regional director get ! 

Mr. Mansvure. $11,800. 

Mr. Puuuirs. And the Civil Service Commission did not think he 
was qualified / 

Mr. MaNsure. He was not on their rolls. 

Mr. Cieary. The Commission in Atlanta examined every candidate 
on the rolls. These candidates all had qualifications for a general 
category of administrative officer. The Commission found they were 
not qualified to fill this job and in view of that they then certified 
this man, 

Mr. Puicuirs. Then the Civil Service Commission did not really 
block you in getting him? 

Mr. Mansvrr. We do run into this problem, Congressman Phil- 
lips, and that is that delays in following rigid proc edures discour age 
some people who might be available. They say they will not go 
through the redtape to work for the Government, which is unfortu- 
nate, because when you can get experience of that type you do not 
like to lose it. 

[ would like Mr. Medley to outline the problems in his department. 

Mr. Meptey. We have had difficulty in our auditing shop. We 
have had two problems, first with respect to pay. For example, the 
armed services will pay their branch manager in the field a grade 15. 
We felt we could compete with Defense even though we paid one 
erade lower, which was grade 14, and we felt after all we have these 
big supply contracts that have to be audited and cost-plus-fixed-fee 
and every type of complexity known to man in the auditing field. 
Mr. Cleary’s office allocated grade 14 to these positions and the Com- 
mission cut it to grade 13. Mr. C leary’s shop wrote a 75-page appeal 
and we still have grade 13. We have been able to keep some of our 
people but we have lost a lot of them. 

Mr. Prius. They are not easy to get. 

Mr. Meptey. They are not easy to get. So sometimes the decisions 
of the Civil Service Commission, frankly, have been hard to under- 
stand, 

Mr. Tuomas. Who makes those decisions in the Commission ? 

Mr. Creary. They have a Survey Section that goes out and makes 
audits. In the case Mr. Medley is talking about, an examiner of about 
grade 7 or grade 9 inspected these jobs. There are about 14 additional 
identical classification examiners involved. He selected one job out 
of the group and examined it, performed a desk audit, and came to a 
decision the classification should be grade 13 rather than grade 14. 
On that basis that applied to every other person employed under that 
additional identical classifi vation. 

Mr. Puiwups. Did he give consideration to the difficulty of getting 
an auditor and getting him trained ? 

Mr. Cieary. No, sir. 

Mr. Mansure. We have just as much trouble with engineers. Con- 
struction engineers are almost impossible to get and we cannot get 
grades sufficiently high to induce even gr: aduates from engineering 
schools to come to work for the Government, let alone experienced 
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engineers. We do not expect to match the salaries they receive on the 
outside, but a grade or two higher would help because the pressure anc 
lack of continuous work on the outside would make some of them pre- 
fer the type of work in the Government, but there is such a great spread 
in remuneration that we cannot induce them to start with us. 

Mr. Tomas. How many people do you need that you do not have / 
You have this tremendous program you are . irting on. 

Mr. Mansure. There is only one region in which we can get en- 
eineers, and that is in the Dallas region. We cannot get them in the 
Chicago or other regions. 

Mr. Tuomas. What about the Pacific coast ? 

Mr. Mansure. The same situation exists there. 

Mr. Tuomas. How many grade 15’s and 16's do you have in that 
section ¢ 

Mr. Creary. We have no 15’s or 16’s. 

Mr. Mansurr. We do not get to that grade in engineers. We are 
talking about 12’s and 13’s now. 

Mr. Troomas. Send Mr. Phillips a little note on that tomorrow. 

Mr. Mansure. We will be glad to do so. 

Mr. Putmuirs. It seems shortsighted on the part of the Civil Serv- 
ice Commission because it puts our men up against men who in pri- 
vate employment are topflight men. 

Mr. Crrary. I would like to point out one other thing to the com- 
mittee, a situation which is the natural result of that condition. Those 
who will accept positions with us are in the top age bracket and we 
have no one in the lower age bracket to take their places when they 
retire. 

Mr. Tromas. You do not have anybody to take their place / 

Mr. Creary. That is right, and we are hiring men who work only 3 
to 5 years before retirement. 

Mr. THomas. He is trained but he will not last forever. 

Mr. Curary. That is right. 


RELATION OF STOCKPILE INVENTORY TO OBJECTIVES 


Mr. Patsirs. Turning back to the stockpile program, we set up, as 
1 recall, 34 of the items in which we had reached the minimum require- 
ment, and in only 11 had we reached the full requirement. But we 
did not go down the secret information list furnished us this morning 
to see whether those were among the important items. Of course, 
something like castor beans, we can grow all we want of that. But 
are you satisfied, first, that we are sufficiently well along on the pro- 
gram, and, secondly, that in case of a sudden emergency we know 
where to seize materials from private ownership? I may not use the 
word “seize” advisedly. 

Mr. Mepiry. Mr. Phillips, of course the ODM people are not here, 
but just generally, the stockpile objective is more or less the deficit 
between our wartime requirements and our productive capacity in this 
country. 

Mr. Puiiires. But you will remember this morning the representa- 
tives of ODM, in reply to my question then, said they had no deadline. 

Mr. Mansure. Could I answer your question quickly this way: In 

case of an emergency in most of these items we would be all right, but 
in nickel and items like that we could not carry on private production 





| take care of the emergency requirements. That varies according 
10 wie the Department of Defense needs. For example, on alumi 
num we are in pretty good shape in stockpile but in case of an emer- 
veney we would be in serious condition as far as private industry is 
oncerned, 


DECLARATIONS OF EXCESS REAL PROPERTY 


Mr. Puitures. This has to do with real-property operations. Has 
anybody asked you from what agency you get the most declarations 
of surplus property? Was it Defense / 

Mr. Mansure. Yes. 

Mr. Puiuures. I do not think the question was asked whether there 
are any agencies that should be declaring property surplus that are not 
doing so. Is there any hoarding of properties ‘ 

Mr. Mansvure. I would like to submit for the record tomorrow a 
statement on that. I would not say there is hoarding, but there is a 
reluctance to give us propert) Vy not being used because there is the 
expectation that someday in the future they will need that property. 

Mr. Tuomas. Put a statement in the record. 

(The material furnished follows :) 


Review or REAL Property Honpines (OrunerR THAN Pupsiic DOMAIN ) 


The progress made by the heads of the executive departments and establish 
nents in identifying unneeded real properties and in declaring them excess, has 
been slow by reason of the magnitude of the program. However, results have 
been steadily improving. During fiscal year 1955, 504 properties which cost the 
Government $89,837,000 were declared excess. By contrast, 395 properties cost- 
ing $5,281,000 have been reported excess to GSA during the 7-month period, 


July 1, 1955, to February 1, 1956. 

Surveys have been made of all the civilian landholding agencies. In this con- 
nection, the Federal inventory of real property, prepared by GSA, has been of in- 
valuable assistance in revealing the extent and the specific identification of the 
properties held by each agency. Summary of the inventory is given at the end of 
this statement. 

Agency cooperation has been excellent, although the problem of reporting cer- 
tain properties excess to be replaced by less valuable properties, presents a pro 
gram in which financing or legislation is necessary before the excess reports 
can be made, All agencies have been directed to make the required studies 
of such cases without delay and to submit to the Bureau of the Budget proposals 
for such financing or legislation, including estimates of replacement costs and 
ultimate net savings, as a part of the budget submissions of the agencies. 

The Department of Defense, pursuant to the Secretary’s directive No. 4165.20 
of August 27, 1955, has been making an intensive review of its holdings. The first 
comprehensive report from the services is due to be made to the Secretary in 
February of all “inactive” installations and a report on all “active” installations 
in August 1956. 

By direction of the President, the Bureau of the Budget issued Circular A—2 on 
October 18, 1955, to the heads of all executive departments and establishments, 
which in part stated: 

“The head of each agency is requested personally to insure that intensified 
action is taken to identify and declare as excess real properties which are not 
needed. The purpose of this circular is to establish general guidelines for the 
accomplishment of this objective with respect to real properties within the con- 
tinental United States, exclusive of the public domain.” 





DISTRIBUTION OF REAL PROPERTY INVENTORY BY AGENCY 


The following tabulation shows a distribution of the costs of Federal] 
real property in the United States as of June 30, 1955, by agency, and 
the percent of total cost : 


Cost (tn millions) 
we Percent of 
rency 
Agency Structures total cost 
wand Buildings | and facili- Total 
ities 


Defense : $1, 312 $9, 274 | $9, 511 $20, 097 | 
Interior | 24: 226 2, o4 3, 433 | 
Atomie Energy 3 | 1, 709 | 923 2, 705 
Tennessee Valley Authority 7 15 1, 182 1, 384 | 
General Services Administration j 956 21 1, 137 
Veterans’ Administration 37 807 144 1,078 | 
Agriculture 2 36 | 527 691 | 
Housing and Home Finance Agency , 388 | 112 AT | 
Post Office 377 468 | 
National Advisory Committee for Aero- 

nautics - 204 | 16 | 220 | 


Treasury _- 1 109 83 | 


Commerce ; 75 RH | 
Health, Education, and Welfare 142 

Subtotal 2, 337 14, 408 | 
Other agencies 3: 67 


} 


Total. _- 5 i 2, 364 14, 475 | 


Mr. Meptry. I believe the Hoover Commission recommended in its 
report on real property management of the Government that GSA 
be given greater authority which would enable us to require agencies 


to cut loose of property which they are not in fact utilizing. As of the 
moment we do not have that authority. 


NICARO NICKEL PLANT INSURANCE 


Mr. Puiuures. I have one more question. This is in m stockpiling 
program, Our chairman went down to the Nicaro plant, I did not get 
to go, but I read in the papers about the insurance on that plant. What 
is the story on that? I would rather hear it from you than from a 
keyhole columnist. 

Mr. Mansvre. I will be glad to tell you about that. 

The insurance program at Nicaro is very simple. We must divide 
it into two parts. First of all there is the actual writing of the insur- 
ance by the insurance company. That is program No. 1. Program 
No. 2 is the brokerage on this insurance, which is paid by the insurance 
company. 

Going back to program 1, the actual writing of the insurance, that 
was open to any company that was qualified in Cuba. That was by 
sealed bids. The bids were taken by our contractor, the National 
Lead Co., in New York City. By virtue of that bidding there were 6 
or 7 insurance companies that bid. We were able to save $129, 000 
below the previous insurance that was placed. One of the companies 
that was the previous bidder was not the low bidder, so that generated 
some ill will. 

On program No. 2, the brokerage on this insurance, the Cuban law 
says on all insurance written in Cuba there must be a broker. The fee 
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for the broker is 10 percent. That is fixed by law. The insurance 
company selected the broker in this transaction. 

There has been a lot of misrepresentation about the fee the broker 
is going to get. During the first 4 months of this workmen’s compensa- 
tion contract the premium was $31,000 plus. Ten percent of that 
is $3,100. That is for the first 4-month period. It will run about 
i6 months. That $3,100 brokerage was divided between the Cuban 
broker and the American broker in Chicago, so that it will run about 
$1,600. 

I would like 7 Medley to tell you how the award was made. 

Mr. Meptey. I did not personally work on it but members of my 
staff did, and I would like to report this to the committee. 

Going back to what Mr. Mansure referred to as program No. 1, 
two of the insurance companies tied for the low bid. One company, 
Company A, has the insurance on the existing operation at Nicaro. 
We have been talking about the bidding on ‘the insurance for the 
expansion program so that they tied for the insurance on, roughly, 
some 2,000 employees. 

Mr. Pinkley’s office recommended, and my staff concurred that the 
award should be made to the other tie bidder, L’Alianza, because, (1) 
we wanted the insurance fraternity to know that one company did not 
have all of the insurance in Nicaro monopolized; (2) we would not 
be putting all our eggs in one basket from an insurance standpoint; 
and (3) one of the main purposes of GSA is to foster and bring about 
es wherever possible. We felt by one company, Company 

, having the insurance on the existing operation, and the other com- 
cae Company B, the other bidder, hav ing the mee insion insurance, 
it would be better. This award runs only. for a yea We hope we 
will have additional participation in the bidding this c coming year, and 
quite possibly get the insurance for the next year as a still Jower rate. 

Mr. Mansure. I believe I said that broker was selected by the in- 
surance company. It was selected by the contractor. There is an 
affidavit from the insurance company that they participated in that. 

Mr. Shacklette can give you some information on this also. 

Mr. Suackurtre. I heard a statement to the effect that a broker in 
this case was sharing in this both in Cuba and here. In other words, 
they saw this chance to get this insurance business and they got in 
touch with one of their insurance representatives in New York w ho had 
a correspondent in Chicago, and that correspondent in Chicago told 
the Cuban insurance people that there was a firm of brokers in Chi- 

cago that they felt they should work through in connection with any 
business with GSA. So the Cuban insurance broker got in touch with 
this firm in Chicago and paid the expenses of one of their people to 
go to Cuba, so that the broker who eventually was selected, according 
to the contract by the National Lead Co., actually before that time had 
an independent arrangement with the insurance underwriter in Cuba, 
so that at the time he was working as the broker for the National Lead 
Co., according to their contract, ‘he was also acting as agent for this 
underwriter in Cuba. From there on, it is a question of supposition 
and Sralsation, 

Mr. Mansvure. I am supposed to be in the insurance business myself. 
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USE OF NEW TYPEWRITER KEYBOARDS 


Mr. Botanp. Has the matter of typewriters been touched upon in 
this hearing? 

Mr. Mansvurr. You are referring to the new keyboard ? 

Mr. Botanp. Yes. Who manufacturers the new type of typewriter 
keyboard ? 

Mr. Mansvure. First of all, this new keyboard is merely a change 
of the present keyboard on the typewriters, and any manufacturer 
can manufacture those ty pewriters, because the pi atents have run out. 
All that we are doing is testing it out to see if this 30 percent saving 
which they claim can be m: ade. 

Mr. Botanp. That sounds like a terrific saving. 

Mr. Mansure. Yes; it is a terrific saving. 

Mr. Prituies. It is a matter of realinement and replacing of the 
letters? 

Mr. Mansure. Yes. 

They have figured out that a girl’s fingers travel on the present 
keyboard over 50 miles a day, and that, on the new keyboard they 
travel a little over 1 mile a day. 

We obtained the services of medium and poor typists from several] 
of the departments of the Government—the Interior Department, the 
Department of Commerce, and the Department of Justice—right 
across the board, the Department of Labor, and so forth. The intent 
is not to change in any way the girls who are now competent typists. 
They can go on with the old keyboard, but the incompetent ty pists and 
the newcomers will be trained on the new keyboard which will increase 
their efficiency, according to these claims, by 30 percent. It is not the 
top typists, but the run of the mill typists that we are trying to bring 
up. A top typist can continue on the old keyboard because she is an 
efficient typist now, but the other persons we want to bring up to 
medium speed. 

Mr. Puttxires. I would not have thought that possible. 

Mr. Botanp. The new keyboard has all the vowels on the left hand 
side ? 

Mr. Mansure. Yes. 

Mr. Boranp. Is there any opposition from the typewriter manu- 
facturing firms to this? 

Mr. Mansvure. No; not that I know of, because they tell us that it 
will cost them no more to make this type of keyboard and it is just 
a question of changing the location of the keys on the machine, but 
they do not want to go into the making of this machine unless there 
is sufficient requirements for it. We are not advocating one system 
over the other at all. We will try any system of chi inged keyboard. 
We want to find out if these savings are available. 

Mr. Tuomas. That old keyboard has not been changed in 50 or 60 
years 

Mr. Boianp. Has the new keyboard been used extensively by any 
concern ¢ 

Mr. Mansure. Yes; there has been some experimentation on it. 

Mr. Puitures. When I go abroad in the summertime, I hired a little 
typewriter wherever I go. The keyboards are different from the 
American keyboard. No European keyboard is like the American 
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keyboard. The French, German, and other European keyboards are 
different. 

Mr. Mansure. I have heard that some people claim that the key- 
boards on the foreign machines are an improvement over ours in com- 
parison to the language, that the keyboard is simpler. 


VIOLATIONS OF THE ANTIDEFICIENCY ACT 


Mr. Tuomas. What about these deficiencies the it you are creating in 
violation of the law, one of $5,000 and one of $40,000? 

Mr. Mepiey. The two instances which you have mentioned there, 
Mr. Chairman 

Mr. Tuomas. Are they both in Chicago? 

Mr. Mepuey. Yes. As a result of f those offenses and some othe rs, 
we have a new regional comptroller at Chicago. ‘There was no ex- 
cuse for them. 

Mr. Tuomas. Did they originate more or less because of not at- 
tending to business carefully ¢ 

Mr. Mepury. Y es; it was just inexcusable carelessness. 

Mr. Mansurre. There were no irregularities involved. 


TRIBUTE TO CONGRESSMAN PHILLIPS 


I would like to add for the record the great appreciation that we in 
GSA have for the services of Congressman Phillips on this committee. 
| thought we were going to meet again tomorrow or I would have 
mentioned this earlier. 

Mr. Tuomas. Let us not let him quit without giving us a dinner or 
something. He ought to buy us some cigars or a drink of Coca-Cola or 
something. 

Mr. Puiuies. I will do that, all right. 

You know my friend from Archives took a little advantage of me. 
Ile wanted to come over to my office to tell me what he put in the 
record here, but I said it would embarrass me, so he said it here where 
[ could not stop him. He is doing a grand job, and you are, Mr. 
Mansure, and all of your staff. 

Mr. Tuomas. Thank you, gentlemen. 
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